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GAIL sets the pace. 

642 Kms of cross-country HBJ pipeline 
commissioned in only 9 months 

- a landmark in Project Management 

The first phase, the Hezire — S-months effort, costing over 3) Gnt Meeting surface of line 

Biiaipur stratch.has been Rs esO'croras Other projacts pipes aquivaient to over 250 

completed in record time The with simitar investment normally international football fields 

second phase is scheduled to take 36 months Welding of |oints of line pips 

follow the same tight, time-frame Some of the highlights of this totalling over 20,000,000 

The effort required intensive proiact are - diameter cm in the field, 

investigation of route, namely Removing 3 million cubic All designed to break new 

geotechnical, hydrological and metres of rock and soil to ground in state-of-the-art 

radio-path surveys create 642 Kms long 30 m technology and managemen 

Extensive mobilisation of *•‘1® o* counlnf skills employed to transform 

resources and logistics support highway miles of pipelines into.vital 

to over 3,500 technicians. 2) Clear ing and haulage of lifelines for the millions 

feverishly working with 800 units 250.000 to.me8 of line pipes 

of heavy equipment marked this 
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Transnationalisation of Indian Business 

Foreign direct investment by the Indian capitalist class has grown 
steadily since the mid-sixties and is no longer a marginal 
phenomenon. It is sizeable relative to the flow of foreign direct 
investment into India and to private corporate investment in 
India. It is also quite comparable with the magnitudes of foreign 
investment of newly industrialising countries and some small 
developed capitalist countries. 1909 

Sati’ and SITA 

Strong emotional outbursts at one level and carefully calculated 
economic and political activity at another have enveloped the so- 
called ‘sati’ episode at Deotala. Within this environment a 
women’s protest movement has emerged in Rajasthan. 1891 

The Suppression of Immoral Traffic Act, pas.sed in 1956 and 
enforced in 1958, was sexist in its conception, based as it was on 
the premise of man’s aggressive and uncontainable sexuality and 
polygamous nature. While the Act did not, therefore, seek to 
abolish prostitution, many of its sections viewed the prostitute as 
an offender and criminalised the prostitute. A study of the 
working of the SIT Act during 1980-86 in Bombay. 1919 


Industrial Policy and 
Performance 

The basic change.s since the early 
eighties in policies regarding 
industrial licensing, taxation, 
trade, technology, monopoly, 
foreign collaboration, etc, have 
been based on the premise that 
the earlier industrial and related 
policies pursued by the 
government since the fifties had 
been responsible for the poor 
performance of Indian industry. 
How valid is this premise? 1W5 


Growth and Resources 

The latest Nobel laureate in 
economics, Robert Solow, insists 
that the production and growth 
processes can completely do 
away with exhaustible natural 
resources. This considered 
unconcern with the reckless 
exhaustion of the earth’s 
resource-capital makes Solow 
misperceive a historically 
unsustainable process as 
unimpedible growth. 1889 


The One That Got Away. 

Cotton seems to have escaped 
the ravages of the drought which 
has had a devastating impact 
on all other khanf crops. 1880 


Prices and Planning 

The several irrationalities 
persisting in the Soviet Union’s 
pricing system are being widely 
debated by Soviet academics 
and policy-makers in the 
atmosphere of glasnost. 1901 

State Government 
Bashing 

It is now an accepted norm of 
behaviour for ministers of the 
union government to go round 
the country running down state 
governments which are not of 
their political hue and urging the 
people not to pay state 
government taxes and disregard 
what state governments exhort 
them to do. In Kerala the 
government of India-owned 
Indian Oil Corporation 
is following the pristine 
example set by union 
ministers. 1883 


Jharkhand Politics 

Siboo Soren, the Jharkhand 
Mukti Morcha leader, seems 
bent upon repeating the 
disastrous experience of the 
oncc-popular Jharkhand 
Party of Jaipal Singh. 1887 







LETTERS TO EDITOR 


Telugu Desam 
Government's Vendetta 
against Revolutionary 
Writer 

WE are writing this letter to acquaint you 
with the vendetta being carried on by the 
Telugu Desam government against Varavara 
Rao, revolutionary writer, executive commit¬ 
tee member (and secretary during 1984-85) 
of Revolutionary Writers Association and 
editor of Srjana. 

On September 3, 1985 the police of 
Warangal, Varavara Rao’s town of residence, 
murdered A Ramanadham, vice-president of 
A P Civil I.iberlies Committee (APCLC) 
and a close associate of Varavara Rao. The 
police not only killed Ramanadham they 
also raised the slogan that they would kill 
Varavara Rao. Since it became impossible for 
him to live in Warangal in such a situation, 
and since he could not live in freedom 
elsewhere as he was accused in seven criminal 
cases in Warangal Courts, Varavara Rao got 
his bail in the notorious Secunderabad con¬ 
spiracy case cancelled and opted to go to jail. 

TWo years have passed since then. In the 
meanwhile, one of the seven cases against 
him in Warangal has been struck down by 
the High Court, one has been discharged by 
a Sessions Court at Hyderabad and in one 
case all the other accased have faced trial 
and have been acquitted. In three other ca.ses 
(including the murder of the S I of Kazipet, 
under Terrorist Act), no charge-sheet has 
been filed. Also in the meanwhile the trial 
in the Secunderabad conspiracy case has 
come to an end and the arguments arc also 
about to be completed. In other words, the 
situation today is such that comrade 
Varavara Rao can soon come out of jail. 

The state government has taken note of 
this fact and is foisting fresh cases on 
Varavara Rao to ensure that he does not 
come out. The biggest of these case is the 
so-called Ramanagar conspiracy case under 
sections 3(3) and 4(3) of the Terrorist and 
Disruptive Activities (Prevention) Act. 
However, upon perusing the charge-sheet 
filed in this case, it becomes clear that he 
may be charged with nine more criminal 
offences (six cases of murder, two cases of 
attempt to murder and one case of arms 
snatching), all under the Terrorist Act. He 
has already been charged with one of them, 
the murder of the S 1 of Kazipet. It is in¬ 
structive that of these cases, seven ttwk place 
while Varavara Rao was in jail. The police 
are nevertheless charging him with these 
crimes with the allegation that though the 
..incidents occurred in 1986-87, a conspiracy 
for these crimes took place a.s far back as 
March 8-10, 1985, before Varavara Rao went 
to jail. He is supposed to have taken part 
in that conspiracy and the crimes are alleged 
to have taken place as a consequence of the 
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conspiracy. 

The state is aware that if, as a writer, 
Varavara Rao is charged with terrorist 
crimes, that is bound to give rise to opposi¬ 
tion in democidtic circles. So it is attemp¬ 
ting to depict him on par with underground 
revolutionary cadre, so that its false allega¬ 
tions gain credence with the literate public. 
Varavara Kao is mentioned in the ehargesheet 
not as a college leaiuer and secretary of RWA, 
but as a party leader among other leaders. 

Varavara Rao and his family and friends 
are being systematically harassed by the 
police. They arc trying to isolate his family 
from their friends and relatives and ensure 
that nobody visits or helps them. Once this 
year the police employed goondas to attack 
their house at Warangal: the police them¬ 
selves repeatedly come to their house at night 
to knock on the door or search foi a non¬ 
existent person; the police arc following any 
one who vi.sits their house. 

Varavara Rao is a revolutionary writer. He 
is committed to Marxism-I.eninism-MaoN 
thought, and has never made a secret of that 
commitment. His talents as a poet and a 
social commentatoi arc evident to all those 
who have read him or heard him during the 
last twenty years. Moreover, he is one of the 
founders and builders of RWA and All India 
League for Revolutionary Culture. This 
attack on him is not an attack on an indi 
vidual. It is an attack on revolutionary 
writers, it is an attack on writers who stand 
by the people. 

Secretary, Chai asani Prasad 

Revolutionary Writers Association 
Visakhapatnam 

Sati: Pointless Invective 

AM’s railing on the issue of Sati (Calcutta 
Diary, October 10) made sad reading. One 
expects better things from those who wear 
the ‘progressive’ label. Many commentators 
have pointed out that Sati should not be seen 
in isolation but recognised as part of a larger 
disease afflicting our society. Those of u.s, 
women and men, who are protesting against 
the revival and glorification of Sati are fully 
aware of tMs, but this does not mean that 
when a Deorala happens we can keep quiet 
and do and say nothing. 

AM feels that the protest against Sati is 
hypocrisy. Does he suggest that we must wait 
endlessly and indefinitely for the ‘revolution’ 
before we open our mouths against some¬ 
thing which needs to be condemned? 

And why is he venting his spleen against 
the women’s movement? Phrases like “so- 
called women’s movement”, activists “re¬ 
discovering their cause” and “re-reading 
passages from Simone de Beauvoir” make 
for pointless invective. Women in the move¬ 
ment who are filing petitions and demand¬ 
ing action are doing what progressive- 
minded people ought to be doing. And those 
who are “writing furious pieces in national 


and international journals” are surely 
making a far more worthwhile contribution 
than the AMs of this country-and their 
incoherent outpourings in EPH'. 

VIMAL BALASUBRAHMANYAN 
Secunderabad 

Nehru and Education 

KRISHNA KUMAR’s gadfly reaction 
{EPW, October 10) to Arun Ghosh’s 
‘Tyranny of Education System” (EPW, 
September 19) lacks both relevance and 
balance and perspective. Ghosh’s piece was 
esfientially about the failure of the cur¬ 
riculum to develop thought and capacity to 
handle the environment—not about Nehru 
or universal or basic education. And the 
failure of basic or universal education or 
basic education has much more to do with 
ihe overall pattern of socio-economic 
development after Independence than 
Nehru’s ideas specifically on education. 

Ghosh’s speaking ol Nehru paying the 
highest importance to education is in the 
nature ol hyperbole and, in any case, Nehru 
did emphasise scientific temper, rationality, 
need for changing the human personality in 
secular and active directions through educa¬ 
tion. This a bibliophile like Krishna Kumar 
can certainly verify. Rationally, his reaction 
is inexplicable. 

SURhSH Shdkla 

Delhi. 
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In Aid of Liberalisation 


T he drought th", year may or may not be ‘the worst in 
this century' us olTtcial statements have been prone to 
describe it, but there is lit . ■€ doubt that the amount of interest 
the World Bank is taking in the drought is unprecedented. 
The problems created by the drought and the contribution 
the World Bank could make to he'ping the government of 
India cope with them arc to be one of the two principal 
focuses erf the visit to India of the Bank's president this week, 
the other being, rather more conventionally, the progress ol 
the Indian government’s efforts to liberalise its economic 
policies. As many as three ‘high-level’ bank teams are said 
to have toured this country during the last month to makt' 
on-thc-spot assessments of the drought situation by way oi 
preparing for Barber C’onablc’s visit. It has been indicated 
that a formal announcement of World Bank assistance for 
drought relief would be made by Conable in the course of 
his visit. It haS also been indicated that the amount that the 
World Bank has more or less decided upon is $ 300 million, 
though some reports have suggested that the government of 
India has in fact asked for $ 350 million. The government 
has apparently e.stimated the requirement of additional foreign 
exchange to finance import of agriculuiral commodities to 
meet the drought situation at S 600 million, against which 
the recently announced .lapatiese assistance would amount 
to roughly $ 200 million and $ 50 million have been promised 
by the European Economic Community; so $ 350 million 
from the World Bank would just about neatly fill the gap. 

It needs to be borne in mind, of course, that what has been 
under discussion between officials of the government of 
India and the World Bank is not an increase in the Bank's 
aid commitment to this country for the current year over the 
figure indicated at the aid consortium meeting in Paris in 
June. A World Bank official confirmed in Calcutta* last 
month that Bank assistance to India in 1987-88 would be 
$ 2.7 billion, the same as in 1986-87. What has been the object 
of the recent comings and goings between Washington and 
New Delhi is the setting apart of a certain sum out of the 
aid committed by the Bank as available for financing imports 
by India without being tied to specific projects or programmes. 
It is true that allocation of a certain amount of assistance in 
this form would to that extent speed up the disbursal of 
World Bank assistance and correspondingly enhance the 
Bank’s support to the country’s balance of payments and 
the government of India’s budget in the current year. 

But even though the proposed World Bank assistance for 
drought relief is thus nothing particularly earth-shaking, the 
interest shown in the matter by the Bank is nevertheless signi¬ 
ficant and worth noting. Speaking to Indian newspaper corres¬ 
pondents in Washington last week, the World Bank president 
described how on the subject of Bank aid to India to face the 


drouglit he had “contacted the [Indian] prime minister directly 
myself without any prompting... The reaction to that was 
extremely friendly. [The Indian prime minister] was surprised 
we had taken the initiative and gratefuK’ The World Bank 
president spoke of the “terrible effects” of the drought in 
India, but it would appear that the Bank had been propelled 
into action by more than just altruism. It has been well 
known that for some time the Bank has been less than fully 
saii-sficd with the pace of economic liberalisation by the 
Indian governmeru. It has in particular looked askance at 
the signs of slowing down, and in a few instances even some 
••light retraction, of import liberalisation by the govern¬ 
ment—partly because of the deteriorating balance of 
payments position and partly under pressure from Indian 
businessmen who have been loth to countenance easy imports 
in particular areas where they are relatively entrenched. The 
World Bank had good reasons to be apprehensive that on 
top of these already existing pressures if there was a further 
worsening of India’s balance of payments as a result of ad¬ 
ditional imports required to meet the shortages created by 
the drought the government of India would be forced to resort 
to import restrictions or, as the situation is no doubt seen 
in World Bank circles, the opponents of economic liberalisa- 
tior within the Indian government would conceivably get the 
upper hand. The Bank’s fears in this regard must have been 
strengthened when finance minister N D Tiwari made some 
public pronouncements to the effect that in the face of the 
ri.se in imports as a result of the drought the government would 
rather tighten import regulations than be compelled to resort to 
larger commercial borrowing abroad. That incidentally was also 
the time when the political winds too had turned unfavourable; 
with Rajiv Gandhi being forced to sponsor the revival of the 
Congress Socialist Forum in the face of V P Singh’s revolt 
and the spectre of a joint opposition campaign on the Bofors 
scandal. It must have been obvious to the World Bank that 
if there was ever a time to deploy a few hundred million 
dollars in aid of the economic theology which it is its raison 
d’etre to promote that was now. And that no doubt was more 
or less how the Bank came to notice the drought in India. 

Reassuringly for the Bank, the political winds here have 
since changed direction and the prime minister, especially 
after his latest visit to Washington, feels sufficiently 
unfettered politically once again to follow his natural instincts 
in setting the government’s economic course. So Barber 
Conabic should be arriving in the Indian capital this week 
confident that the bounty of the $ 300 or 350 million of so- 
called drought relief that he is going to announce will be, 
from his and the World Bank’s point of view, money well 
spent-- howsoever little relief it may bring to the drought- 
hit millions in Gujarat or Rajasthan or anywhere eLse. 
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BHOPAL 

Genera tionS'Long 
Damage 

EVEN as the government of India is 
seriously contemplating an out-of-court 
settlement with Union Carbide comes the 
expert opinion that in all possibility the 
long-term effect of the gas or gases which 
were released from the Union Carbide 
plant might well last for a generation of 
more. What activist scientists and medical 
people had suspected a long time ago has 
now been given the official stamp 30 
months after the disaster. The expert com¬ 
mittee headed by C R Krishnamurthy, a 
well known tcudcologist, has found that 
the ill effects of the gas have persisted and 
may well alter body physiology to such an 
extent as to cause permanent damage. The 
committee has noticed that children who 
were being given psychological therapy 
(on the assumption that they may have 
suffered severe psychological stress) have 
shown changes in behaviour patterns giv¬ 
ing rise to the suspicion that the damage 
may have physiological origins. Studies by 
scientists abroad have also at last recognis¬ 
ed the possibility that MIC may be 
capable of chemically modifying amino 
acid residues in haemoglobin which would 
alter its vital functions such as the 
transport of oxygen. MIC is also now 
acknowledged as a possible agent affec¬ 
ting the immune mechanism which could 
be one explanation for the high suscep¬ 
tibility among the victims to a range of 
diseases. In fact Krishnamurthy has drawn 
attention to the noticeable change in 
disease patterns in the affected 
population. 

It is now being admitted, by none other 
than Dr M P Mishra, the man who played 
a crucial role in underplaying the possible 
toxic effects of the gas in the early days, 
and thus delaying treatment, that the 1,100 
odd patients admitted to the hospitals on 
the first day of the disaster as very acute 
cases have shown no signs of improvement 
with some even developing complications. 
Moreover the Medico Friend Circle survey 
on pregnancy outcome in the affected 
population has recorded an almost four¬ 
fold increase in spontaneous abortion 
rates indicating that foetuses were being 
affected by toxicity long after the disaster. 
In other words, it is agonisingly clear that 
the scientifical and medical establishment 
has been guilty of deliberately ignoring 
every igdi<S||totfll4ttch would have led to 
recogld|||nKmW enormity of Union 
CarbtWKIpwl^i^at can be a worse in- 
dictiiicnt of the establishment than that 
the tCMR which had begun studies to 
monitor urinary thiocyanate levels (an in- 
d^ata|Of the long-term toxicity persistent 
in meWstem) abandoned it prematurely. 
Until today no official ‘line of treatment’ 


has been evolved. According to two of the 
members of the expert committee set up 
by the Supreme Court to look into the 
issue of appropriate treatment, etc, even 
as late as March 1987 a signiFicantly high 
proportion of children and adults showed 
abnormally high levels of urinary thio¬ 
cyanate indicating that the toxic effects 
persisted. 

The report of the Krishnamurthy Com¬ 
mittee also rai.se.s questions. Last week at 
a press conference Krishnamurthy is 
reported to have remarked, “after two 
years of study we are not sure of what 
cloud descended on that fateful night". He 
also disclosed that the terms of reference 
of his commission did not include iden¬ 
tification of the gas. One is compelled to 
ask that if the nature of the toxic is not 
known on what basis has the commission 
stated that the acute phase is now over? 
On what assumptions have the ‘preventive’ 
steps to check future disasters been evolv¬ 
ed? The report, incidentally, has not been 
relea.scd to the public, but submitted to the 
government. 

The least that the government can do 
now is to release the report to the public. 
And even more importantly a serious and 
thorough inquiry must be instituted into 
ICMR’s blunderings in the entire issue. 
There are reports that the country’s main 
medical research body has been con¬ 
sistently sidelined. But it may well be that 
its internal inefficiencies have caused it to 
cut a sorry figure. Whatever the reasons, 
the fact is that the only body which was 
capable of undertaking the necessary 
wide-ranging surveys and research has yet 
to produce one substantial report. Even 
more importantly the active involvement 
of medical researchers has had a crucial 
effect on the deteriorating health and the 
non-availability of appropriate treatment 
procedures. 

THE ECONOMY 

Resource Estimates 
Gone Awry 

THE Seventh Plan (1985-90) is facing a 
severe resource constraint because of the 
government’s failure to mobilise the 
necessary financial resources. A mid-term 
appraisal jointly undertaken by the 
Planning Commission and the finance 
ministry has revealed a resource gap of 
Rs 16,000 crore at current prices. 

Deficit financing in the first three years 
of the Plan has reached Rs 18,910 crore 
at current prices whereas it was originally 
estimated to be Rs 14,000 crore at 1984-85 
prices in the entire plan. Domestic bor¬ 
rowing was expected to finance only 48 
per cent of the plan whereas in the first 
three years it has financed 65 per cent of 
the plan. According to the government’s 
own admission, the economy has crossed 


the prudent limits as far as domestic bor¬ 
rowing and deficit financing are concern¬ 
ed. The hard option is taxation. Here the 
government has displayed an inability to 
tax the rich any further. It has resorted to 
taxes on basic consumer goods thus ad¬ 
ding to the burden of the poorer sections 
of society. 

Another option, one that enables the 
government to avoid politically unattrac¬ 
tive policies for mobilising resources 
through higher taxation, is the inflow of 
foreign ‘aid’. The net inflow of external 
resources for public sector plan has been 
estimated at Rs 18,000 crore at 1984-85 
prices. This constitutes 10 per cent of the 
total public sector outlay. ‘Aid’ has hither¬ 
to financed only the import content of in¬ 
vestment but now the government is ask¬ 
ing ‘donors’ to finance a part.of the rupee 
component too. A case in point is the 
Bakreswar power project in West Bengal 
where the government has asked the 
Soviet Union to finance a part of the 
domestic content of investment too. The 
tying of ‘aid’ considerably reduces its 
purcha.sing power. Capital equipment pur¬ 
chased with tied ‘aid’ is priced much above 
world market prices. In the past, foreign 
‘aid’ has affected technological choice and 
has distorted the pattern of investment 
and had a negative impact on domestic 
production. 

The Seventh Plan expected net receipts 
of Rs 37,454 crore from the central public 
enterprises. However, over the first three 
years of the plan, the internal generation 
of resources by the central enterprises is 
estimated at Rs 11,708 crore, which is only 
31 per cent of the plan estimate. Then, the 
.state electricity boards, state road 
transport corporations and other .state 
enterprises were expected to incur a loss 
of Rs 1,969 crore during the plan period. 
However, during the first three years of 
the plan period they have incurred a loss 
of R 3,289 crore. Thus the contribution 
of public enterprises, both central and 
state, to the receipts of the plan, would 
be far below what was envisaged. It was 
expected that some of the public enter¬ 
prises would mobilise additional resources 
through a hike in the administered prices 
of their output. The government has 
hitherto charged low prices for infrastruc¬ 
tural and other inputs such as power, ir¬ 
rigation water, railway freight, fertiliser, 
coal, steel, etc. This systematic underpri¬ 
cing has acted as direct subsidy to the 
private sector at the expense of internal 
accumulation of the public sector. State 
capitalism has served to boost.the pro¬ 
fitability of the private sector. 

Finally, according to the Federation of 
Indian Chambers of Commerce and In¬ 
dustry (FICCI), the private sector too 
faces an investible resources constraint. 
The outlay for the private corporate sec¬ 
tor has been placed at Rs 54,236 crore at 
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1984-85 prices while the actual require¬ 
ment, it is claimed, should be anywhere 
between Rs 86,000 crore and Rs 91,000 
crore at current prices. The revision in the 
outlay has been necessitated, according to 
the FICCl. by inflation and the assump¬ 
tion that the private corporate sector has 
to grow at 10 per cent per annum in order 
to sustain a targeted rate of growth of 7 
per cent in the core sectors of the 
economy. This latter assumption has no 
basis. The FlCCI paper goes on to say 
that since 70 per cent of all corporate in¬ 
vestment is tinanced through internal 
surplus generation, ways will have to be 
found to increase the profit rate of the 
private corporate sector. The paper lists 
ways to enhance the internal surplus posi¬ 
tion of companies like reducing the rate 
of corporate taxation, linking depreciation 
with replacement cost, restoring the in¬ 
vestment allowance scheme, increasing 
debt-equity norms, etc. The government 
has alieady reduced rates of corptirate tax¬ 
ation, liberalised rules for depreciation, 
etc, in order to enhance the profit rate of 
the private corporate sector but this is not 
reflected in balance sheet-based calcula¬ 
tions of profit rates. It may indeed be the 
ca.se that the private corporate .sector is 
siphoning off funds into registered firms 
that are mostly selling agents and trading 
concerns which act as institutional cover 
foi the operation of black money. 

NUC LHAR POWER 

Selling Campaign 

THE newly-constituted Nuclear Power 
Corporation has drawn up a 15-ycar plan 
to generate 10,500 MW that is, a ten-fold 
increase of current capacity, and is en¬ 
visaging an investment of Rs 10,000 crore. 
The NPC has an authorised capital of 
Rs 2,000 crore and will be in charge of the 
design, construction and running of 
nuclear power plants. 

According to the chairman, the setting 
up of the corporation will facilitate it to 
achieve two objectives: ensuring high 
operational efficiency of the power units 
and the completion of new projects ex¬ 
peditiously. In other words, the setting up 
of a corporation is a big step towards 
achieving the 21st century nuclear 
utopia. 

It may well be that the corporation will 
indeed have a greater degree of flexibility 
than had the Nuclear Power Board, its 
predecessor which was merely a compo- 
.nent of the department of atomic energy. 
But it is highly unlikely that in a sensitive 
area like nuclear power the corporation 
will haite any real degree of autonomy in 
decision-making. Moreover, the inefficien¬ 
cy apparent in the planning and construc¬ 
tion or the functioning of nuclear plants 
is hardly because the NPB has been 


hamstrung in making vital decisions. 
Similarly, unless the corporation is struc¬ 
turally reorganised thoroughly, project 
management or construction efficiency is 
not going to be streamlined. And this, 
given its mammoth size and the need to 
centralise most of the authority, is not a 
probability. Quite clearly the constitution 
of a corporation is mainly for the purpose 
of being able to tap public funds. Of the 
investment planned. 37 per cent is to be 
generated from its internal resources, 30 
per cent from government loans or equity 
and the re.st is to be met through market 
borrowing. The corporation will issue 
public bonds—by the end of December 
1987—to raise a capital of Rs 100 crore. 

It is with the bond is.sue in mind that 
the chairman has urged the NPC to 
‘educate’ the public about the plants, their 
operation and their impact on the en¬ 
vironment. He has suggested that people 
living around these projects should be told 
about what is going on within the plants. 
Does this mean that the nuclear establish¬ 
ment is, at long last, prepared a divulge 
information regarding the status of the 
nuclear power industry in India? 

If the PR effort which preceded the in¬ 
auguration of the NPC is any indication, 
all that this new outlook means is that we 
will now be subject to an intense and 
determined disinformation campaign. For 
it is quite ironical that the chairman 
should even mention the need to be more 
open. No corporation which is hoping to 
raise funds from the public can afford to 
draw attention to its weaknesses, its inef¬ 
ficiencies and the possible hazards it 
poses. What is required in the circum¬ 
stances is a neatly tailored PR campaign 
to ‘sell’ the idea of nuclear power, which 
is precisely what wc can expect in the 
months to come. This in turn puts a 
greater responsibility on those who have 
reason to be cautious and critical about 
nuclear power to separate fact from fic¬ 
tion. Upto now the anti-nuclear groups in 
the country hhve been hampered by a 
dearth of information; now they will have 
to cope with a barrage of disinformation. 

APARTHEID 

Faithful Friend 

THE question of economic sanctions 
against South Africa was high on the 
agenda of the meeting of commonwealth 
heads of government in Vancouver last 
month. There was however no prospect of 
persuading British prime minister 
Margaret Thatcher of modifying her op¬ 
position to tightening the sanctions. As 
Robert Mugabe of Zimbabwe put it, 
financial and racial motives lay behind the 
British stance. 

Limited sanctions have obviously failed 


to bring political change to South Africa. 
The situation in South Africa remains 
unchanged with Nelson Mandela, leader 
of the African National Congress (ANC), 
completing twenty-five years in jail, the 
ANC still banned, the state of emergency 
still continuing, racial segregation still 
codified in the Group Areas Act and 
classification of races by the Population 
Registration Act. Indeed, South African 
president P W Botha has not even in¬ 
itiated talks with credible leaders of the 
black community. 

The call for international sanctions to 
force the Botha regime to dismantle the 
institutions of apartheid gathered some 
momentum in 1985 following violence in 
the black townships which focused world 
attention in South Africa. The US, the 
European Economic Community and the 
Commonwealth imposed limited econo¬ 
mic sanctions. The Commonwealth heads 
of government endorsed a ban on air links 
and imports of agricultural products, 
coal, iron and steel and uranium. A ban 
on the promotion of trade and tourism 
and a halt to fresh investment and bank 
loans was also imposed. Britain however 
did not accept all these proposals and 
refu.sed to end air links and to ban imports 
of agricultural products, uranium and 
coal. Thus the Commonwealth sanctions 
had a limited effect. Margaret Thatcher 
has argued that a ban on the import of 
coal would only lead to large-scale 
unemployment of black coal-miners. She 
is however more concerned about the 
prospects of the South African white 
bourgeoisie than the plight of black South 
African workers. In her speech to the 
opening session of the conference she de¬ 
nounced apartheid as a detestable system 
but her government continues to have ex¬ 
tensive economic-trade and investment- 
links with South Africa. Is this in the in- 
tere.st of black South African workers or 
the business interests of the South African 
and British white bourgeoisies? 

At the end of the conference, Margaret 
Thatcher launched a strong attack on the 
Commonwealth leaders who denounced 
her lone stand blocking further economic 
sanctions against South Africa. She began 
a disinformation campaign aimed at 
discrediting Canada’s sanctions policy, 
described the ANC as a terrorist organisa¬ 
tion and declared that she would never 
talk with any of its leaders. This further 
widened the gulf between her and the 
other Commonwealth countries. 

The practical outcome of the con¬ 
ference was the general endorsement of 
Commonwealth aid to the African 
frontline and neighbouring states. 
Assistance will be concentrated in the 
transport and communications sectors of 
these countries including protection 
against attempts at sabotage by South 
Africa. 
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BUSINESS _ 

COTTON 

Unaffected by Drought 

THE textile industry should offer grateful 
thanks for the cotton crop being saved 
from the ravages of the drought which has 
had a devastating impact on all other 
major kharif crops. Inquiries with a cross- 
section of knowledgeable persons con¬ 
nected with cotton indicate that, on cur¬ 
rent reckoning, the crop could well be 
placed anywhere between 99 lakh and 105 
lakh bales (170 kg each). The late August- 
September rains and favourable weather 
conditions during October are said to have 
brought about a profound change in the 
outlook for the cotton crop. If the 1987-88 
crop turns out to be as good as is now 
widely expected, the textile industry will 
have little cause to wony about the 
availability of raw material to maintain its 
operations at a record high level for 
meeting the domestic and expanding 
export demand for yarn/fabrics and 
garments. How cotton prices will behave 
during the current season is difficult to 
say. Quite a good deal will depend on the 
overall performance of textile exports, 
domestic cloth offtake and government’s 
policy in regard to export of cotton. 
Perhaps all that one could venture to say 
with reasonable certainty is that this 
season cotton will be available to the in¬ 
dustry at prices much below those it had 
to pay in 1986-87. In any case, there is little 
chance of cotton prices rising to anywhere 
near their last season’s record high levels. 

The estimates prepared by the Cotton 
Corporation of India, based apparently 
on the information received from its 
massive network of purchase centres in all 
the cotton growing states other than 
Maharashtra where the monopoly pur¬ 
chase scheme is in operation, place the 
1987-88 crop at 99 lakh bales. The state- 
wise figures (in lakh bales) with the 
previous season’s crop figures in bracket 
arc: Maharashtra 22.5 (13), Andhra 
Pradesh 17 (11.5), Punjab 16.5 (17.25), 
Haryana 8.5 (10), Raja.sthan 8 (8.75), 
Gujarat 10.5 (13.5), Madhya Pradesh 6.5 
(10), Karnataka 6.5 (5.5), Tamil Nadu 2.5 
(0.50) and others 0.5 (0.75). These figures 
show that the increase in production is 
accounted for entirely by Maharashtra, 
Andhra Pradesh, Tamil Nadu and Kar¬ 
nataka. This is attributed to the increase 
in acreage under cotton induced by the 
attractive prices realised last season and 
near-ideal weather conditions. 

, ,t 'fhe prospect of a crop of over 1(X) lakh 
Ibdes must have considerable embarrass¬ 
ment to the Indian Cotton Mills’ Federa¬ 


tion which had painted an extremely 
depressing cotton scenario at the Cotton 
Advisory Board meeting on Augu.st 19. 
The opening stock for the season had 
been estimated at the ridiculously low level 
of 9.53 lakh bales and the crop placed at 
75 lakh to 85 lakh bale.s. On the basis of 
a crop of 85 lakh bales, the demand- 
supply balance sheet prepared by the 
ICMF showed a deficit of 8 lakh bales. 
Subsequently, the crop estimate has been 
revised to 90/95 lakh bales. In order to 
deal with the impending cotton famine, 
the Federation had made a fervent plea for 
augmenting indigenous supply through 
import of one lakh tonnes of viscose 
staple fibre, duty-free, and “not less than 
one million bales of cotton”. 

While the industry would be only too 
happy to have the domestic fibre supply 
augmented by imports of viscose staple 
fibre and/or cotton as this would help 
keep raw material prices on the lower side, 
it can now hopefully look forward to 
assured supply of raw material entirely 
from indigenous source.s to take care ot 
all its requirements. What the Cotton Ad¬ 
visory Board has to say about the 1987 88 
crop will be known on November 10. That 
the 1987-88 crop will be much better than 
the 1986-87 harvest is now generally 
conceded. 

The larger 1987-88 crop will make up 
to a considerable extent for the decline in 
the opening stock. The industry has al.so 
been permitted to import cotton by way 
of replenishment against exports of cotton 
yarn. Besides, while the government 
would very much like to boo.st foreign ex¬ 
change earnings through export of cotton 
it is extremely unlikely that it would ven¬ 
ture to allow export of cotton in a big way. 
Cotton exports last season totalled 14.47 
lakh’ bales—an all-time record. The export 
quota released so far consists of 5,000 
bales of Bengal Deshi earmarked exclu¬ 
sively for the Cotton Corporation of 
India. Additional export quota will 
depend largely on the CAB’s assessment 
of the crop and the behaviour of cotton 
prices. 

Despite the small opening stock—few 
take the ICMF’s figure o.-^ 9.53 lakh bales 
seriously—cotton prices have been in¬ 
clined lower since about the beginning of 
the season. Prices are already down by 
Rs 1,0(X) to Rs 3,{XX) per candy—depending 
on the variety—from their August highs. 
The decline is partly in the nature of a cor¬ 
rection of the preceding sharpest-ever 
upsurge in prices and partly it reflects 
improved supply prospects this season. 


With the crop movement gathering 
momentum in due course, prices can be 
expected to register further slUbstantial 
declines, particular after November when 
the market will have to contend with 
increased pressure of arrivals. 

There is, however, little chance of prices 
coming close to the official support levels. 
The demand-supply position this season 
is very different from that which obtained 
in 1984-85 and 1985-86 when two succes¬ 
sive bumper harvests of 101.5 lakh bales 
and 107 lakh bales had precipitated a 
‘crisis of plenty' pushing down prices to 
the lowest levels for over a decade, 
necessitating ma.ssive price support opera¬ 
tions on which the CCI and the Maha¬ 
rashtra State Co-operative Cotton 
Growers’ Marketing Federation had to 
incur staggering losses during 1985-86. 
The 1986-87 season witnessed a radical 
metamorphosis because of the smaller 
crop (95 lakh bales), increased mill con- 
sumptioti (95 lakh bales) and record 
exports (14.47 lakh bales) of cotton. Prices 
simply soared, retracing over three-fourths 
of the total decline during the preceding 
two seasons. Quite a few varieties such as 
J-34. A-51/9, H-4, Sankar-4 and Vara- 
lakshmi established new all-time highs. 
Despite sluggish domestic offtake of 
cloth, demand for cotton is likely to be 
maintained at a high level because of the 
highly encouraging trend in textile exports. 
Total exports of textile in the first six 
months of the current fiscal year (April- 
September) are placed at Rs 1769.59 crore, 
61 per cent up over the previous year’s 
corresponding figure of Rs 1097.61 crore. 

A crop of over 100 lakh bales would 
strengthen the widely shared view that 
because of the improved supply of requi¬ 
site inputs cotton production has got 
stabilised at a high level—higher than the 
Seventh Plan target of 95 lakh bales. Un¬ 
questionably, increase in the area under 
irrigation, improved agricultural practices, 
spread of latest technology, better supply 
of quality seeds, etc—all these factors 
have contributed in varying measure to the 
higher level of cotton production. This is 
indeed a very welcome development. But 
it does not mean that the cotton economy 
is performing very satisfactorily. 

While there has been a noticeable 
increase in the average yield over the years 
to around 235 kg of lint per hectare, the 
yield levels are still extremely low com¬ 
pared to the international standards. The 
need for bringing about a subsuntial 
increase in productivity per hectare so as 
to meet the requirements of the domestic 
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industry as well as to create the adequate 
surplus for export can scarcely be over* 
emphasised. That apart, in view of the 
unusually large number of varieties of 
cotton grown in the country» efforts are 
required to be made to reduce these within 
the optimum performance levels of each 
zone by denotifying outdated varieties and 
providing various incentives for high yield, 
disease resistant varieties of good staph 
length and proper micronnaire value. 

No less imperative is the need to bring 
down the thrash content in lint through 
improvement in ginning and pressing and 
baling of cotton. There are over 3,500 
ginning and pressing factories in the nine 
major cotton growing states. Over three- 
fourths of these are exclusively ginning 
units. An overwhelmingly large number 
of the ginning and pressing factories have 
old, outdated equipment. Moderni.sation 
of these units is essential for improving 
the quality of lint cotton. Norms need to 
be strictly enforced in regard to the thrash 
content in the lint cotton as also in the 
qualify of hessian and methods to be used 
for packing and baling of ginned cotton. 
The CCl is operating a scheme to com¬ 
pensate ginning and pressing factories 
suitably by way of additional payments as 
incentives so that special care is taken in 
ginning, pressing and packing of bales. 
The quantity of cotton handled by the 
CCl, however, constitutes only a small 
percentage of the cotton grown in the 
country. It is unfortunate that the CCTs 
role is being considerably undermined by 
stipulating that the corporation should 
effect purchases strictly against indents 
placed by the N’lXI! and the state and co¬ 
operative-run textile mills. 

COIR INDUSTRY 

Long-Term Plans 

FOLLOWING a recent inter-ministerial 
review of the coir industry, the textile 
ministry has directed the Coir Board to 
initiate action for the revival of coir 
exports and the coir industry. The deputy 
minister for textiles, S Krishna Kumar, 
indicated that the government was keen 
on removing all bottlenecks in the way ot 
increasing exports of coir products, as 
export growth was vital for the future of 
this industry. 

The coir industry is one of the tradi¬ 
tional decentralised industries concen¬ 
trated mostly in Kerala and a few other 
coastal states. Exports of this industry in 
1986-87 amounted to 22,622 tonnes valued 
at Rs 30.98 crore as against 24,692 tonnes 
valued at Rs 32.85 crore in 1985-86. Over 
the years, export earnings of this industry 


have tended to stagnate In terms of quan¬ 
tity, exports have actually declined. The 
quantity exported in 19'79-80 was 47,224 
tonnes and the foreign exchange earned 
in that year was Rs 37.21 crore. 

Following the inter-ministerial review, 
it has been decided to explore the pos¬ 
sibility of selective mechanisation of the 
industry in consultation with the respec¬ 
tive slate governments keeping in view the 
long-term inlere.sts of the industry and 
exports. According to Coir Board sources, 
the main reason for stagnation in coir 
export is the competition from cheap 
synthetic and natural substitutes in the 
world markets and the continuing high 
cost of production in India becau.se of 
outmoded production techniques. They 
emphasise that unless modern methods 
are used, Indian coir would remain 
uncompetitive in overseas markets. 

With a view to improving the availa¬ 
bility of coconut husk, which is the main 
raw material for coir, the government has 
liberalised the Husk Control Order. A new 
levy scheme has been introduced from 
September 1986 under which there are no 
inter-state or intra-state restrictions on the 
transport of coconut husk. 

Cash a.ssistancc for coir products has 
been raised from 7 per cent to 10 per cent 
fob with a view to offsetting the com¬ 
petitive disadvantage arising out of the 
high landed cost of Indian coir. Cash 
compensatory support (CCS) on coir pro¬ 
ducts which was earlier limited to cif and 
c and f contracts only has now been ex¬ 
tended to all types of contracts. 

Differentials in the minimum export 
price (MEP) for small and large value 
contracts have been prescribed to en¬ 
courage bulk exports of coir goods. There 
is also a floor price scheme which is being 
operated effectiscly to ensure that un¬ 
healthy competition among exporters is 
avoided. On the promotional side, a three- 
year project'for coir floor-coverings is 
currently being implemented with the 
financial assistance of $ 5,00,000 from the 
International Trade Centre (ITC). 

Coir exporters have urged the govern¬ 
ment to remove the difficulties in shipping 
such as high freight rates, inadequate stuf¬ 
fing of containers at Cochin port, high 
haulage charges, non-acceptance of cargo 
by the Shipping Corporation of India for 
certain destinations, non-availability of 
regular services, etc. It has been decided 
that the shipping ministry would be 
requested to examine these problems. 
Complaints of high inspection charges 
and the exporters’ proposal for levy of 
such charges on the basis of volume would 
also be looked into. 


TWENTY YEARS AGO 

EPW, November 11. 1967 

The mock-fierce battle for social control 
of banks has, for the time being, calmed 
down into the pleasant administrative task 
of setting up a credit council and reconstitu¬ 
tion of boards of directors. This convivial 
activity does little to amplify the basic pur¬ 
poses of social control or, for that matter, 
to set out the organisational and structural 
changes that are necessary for achieving 
those purposes... The purposes of social 
control and the sorting out of its organisa¬ 
tional implications can be served much 
better by .straightforward nationalisation of 
the big five or seven banks which account 
for the hulk of bank depossits and credit... 
Once the greater part of commercial bank¬ 
ing becomes state-owned the artificial neat 
distinction between commercial and co¬ 
operative banks will get blurred and it 
would be easier to funnel physical and 
financial resources into agriculture. Fbr this 
transformation, banks would have to devdop 
technical advisory services and new methods 
of branch banking which they have been 
loath to do so far. Relatively small banks 
in the South have proved that .such activities 
are feasible and commercially worthwhile. 
If private banking still has a dynamic role 
to play, these and similar .small banks 
elsewhere cculd be left in private hands. 

In the last few months the country's 
economic system is believed to have moved 
in the direction of greater reliance on the 
market. But since the general election, it is 
in the working of the political system that 
the market mechanism has been far more 
prominent, in Haryana, last week, faced 
with loss of majority in the assembly, chief 
minmer Rao Birendra Singh bought himself 
an MLA and saved his ministry... This is 
not, of course, the first time that Birendra 
Singh has lured legislators to his side with 
promises of posts in the government. 
Political score-keepers point to at least six 
earlier occasions when he expanded his 
cabinet to save the government. 

That there was only one other non- 
communUt prime minister present and that 
too from next door naturally draws special 
attention to Indira Gandhi’s decision to 
attend in person the fiftieth anniversary 
celebrations of the October Revolution in 
Moscow... Why this demonstrative show 
of friendship?... There is considerable 
evidence now that, along with expanding 
economic aid, the Soviet government no 
longer takes a rigid view against military 
supplies to Pakistan... The prime minister’s 
journey to Moscow is probably parr of an 
attempt to stem, if not reverse, this trend 
and rea.ssert India's special relationship with 
the Soviet Union. 
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STATISTICS 







Variation (per cent) 



Index NurnherN of Wholesale Prie 


Latest 

Over 

Over 

Over 





(1970-71 -- \m 

Weights 

Week 

I.ast 

Last 

March 

In 

In 

In 

In 



(10-10 87) 

Month 

Year 

28. 1987 

86-87** 

85-86** 

84-85 

83-84 

All Commodities 

1000 

407.6 

-0.2 

5.8 

7.8 

4.8 

5.8 

7.1 

9.5 

Primar> Articles 

417 

388.4 

•0.2 

79 

11.9 

5.7 

2.1 

4.8 

11.0 

Food Articles 

298 

374 9 

0.8 

7.5 

9.8 

7.2 

7.9 

6.4 

13.5 

Non-food Articles 

106' 

387.8 

•2.7 

23.8 

21.3 

6.7 

- 10.3 

-2.3 

15.1 

Fuel, Power, Light and I.ubricants 

85 

634.5 


2.4 

1.3 

6.7 

11.9 

2.6 

7.6 

Manufactured Products 

499 

.385.1 

0.3 

5.0 

63 

4.7 

7.2 

6.0 

8.7 






Vaiiation (per cent) 



Coat of Living Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1987 

86-87 

85-86 

84-85 

83-84 

For Industrial Workers 

1960 100 

736* 

1.7 

9.5 

7.3 

8.7 

6.5 

6.4 

12.6 

For Urban Non-Manual Employees 

60 = 100 

670" 

1.8 

9.3 

7.2 

7.3 

7.9 

8.1 

10.3 

For Agricultural Labourers 

July 60 to 

621" 

2.8 

7.8 

8.4 

4.8 

4.8 

0.2 

II.4 

June 61 100 














Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

l.ast 

March 

In 

In 

In 

In 



(9-10-87) 

Month 

Year 

27. 1987 

86-87 * * 

85-86 • * 

84-85 

83-84 

Money Supply (M,) 

Rs ciore 

1.50.605 

2.071 

22,591 

9,977 

21.627 

14,423 

16,058 

13,031 




(L4) 

(17.6) 

(7.1) 

(18-3) 

(13.9) 

(18.7) 

(17.9) 

Net Bank Credit to Government .Sector 

Rs crore 

79,151 

70 

12,604 

7.802 

12,822 

6,555 

8,445 

5.757 

Bank Credit to Commercial Sector 

Rs crore 

96,669 

1,650 

11.418 

3.593 

10,576 

10,963 

10,809 

8,830 

Net Foreign Exch Assets of Banking Sector Rs crore 

4,474 

572 

1,051 

251 

1,251 

13 

1,419 

-104 

Deposit of Scheduled Commercial Banks 

Rs crore 

1.09,945 

1,293 

16,917 

7.201 

16,723 

13,160 

11,519 

8,550 




(1 2) 

(18.2) 

(7.0) 

(19.6) 

(18.2) 

(19.0) 

(16.4) 

Foreign Exchange Assets** 

Rs crore 

6,829 

572 

143 

- 789 

604 

197 

1,319 

1.233 







(8.6) 

(0 8) 

(24.0) 

(28.9) 

Index rSumbertt of Induatrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (per cent) 


(1970 = 100) 





In 

In 

In 

In 

fn 




1986 

1985 

1986 * * 

1985 • * 

1984 

1983 

1982 

General Index 

100.00 

222.0"' 

217.5 

204.4 

6.1 

6.4 

6.6 

4.2 

4.5 

Basic Industries 

.13.23 

288.7'® 

272.6 

250.9 

7.7 

8.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

235.1'® 

231.0 

224.1 

2.4 

3.1 

6.6 

5.3 

0.9 

Intermediate Goods Industries 

21.33 

187.1'" 

187,7 

179.2 

6.0 

4.7 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

174.4'® 

173.1 

161.9 

5.3 

6.9 

2.6 

0.6 

5.8 

Durable Gostds 

3.81 

.30,3.1*® 

286.7 

246.3 

14.0 

17.4 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

156.0'® 

156.9 

150.1 

3.4 

4.5 

0.2 

0.5 

6.5 

Foreign TVade 

Unit 

Latest 

Cumulative for* 








Month 

--- 









(Aug 87) 

1987-88 

1986-87 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 

Exports 

Rs crore 

1,253 

6,075 

4,931 

12,550 

11,012 

11.855 

9.872 

8,908 






(14.0) 

(' 7.1) 

(20.0) 

(10.8) 

(14.2) 

Imports 

Rs crore 

1,553 

8,463 

7,755 

20,063 

19,766 

17,173 

15,763 

14,356 






(1.5) 

(15.1) 

(8.9) 

(9.8) 

(5.0) 

Balance of Iradc 

Rs crore 

- 300 

-2.388 

-2,824 

-7,513 

8.754 

-5,318 

-5,891 

- 5,448 

Employment Exchange .Statistica 

Unit 

Laie.st 

Cumulative for* 








Month 










(June 87) 

1987 

1986 

1986 

1985 

1984 

1983 

1982 

Number of Applicants on Live Registers 

Thousand 

30,525 

30,525 

27,812 

30,131 

26,270 

24,861 

23,034 

19,753 

(as at end of •period) 





(10.9) 

(6.0) 

(7.9) 

(16.6) 

(10.7) 

Number of Registrations 

Thousand 

670 

2,656 

2,396 

5,473 

5,824 

6,220 

6,756 

3,862 






(-6.0) 

( -6.4) 

(*8.0) 

(15.3) 

(-6.6) 

Number of Vacancies Notified 

Thousand 

50 

317 

298 

616 

683 

707 

827 

820 






(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

(-8.4) 

Number of Placements 

Thousand 

32 

180 

182 

356 

388 

407 

486 

474 






(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

(-6.1) 

Income 

Unit 

1985-86** 

1984-85'* 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Cross Domestic Product (current prices) 

Rs crore 

2,15,024 

1,90,888 

1.72.704 

1,45,961 

1,30,770 

1,13,548 

95,358 

87,214 

Gross Domestic Pioduct (1970-71 prices) 

Rs crore 

64,988 

61,838 

59,541 

55,068 

53,470 

50,623 

47,191 

49,619 

Per Capita Income (1970-71 prices) 

Rupees 

798 

775 

764 

721 

720 

698 

664 

717 

1 * For current year upto latest month for which data arc available and for corresponding period of last year. 



1 ** Excluding gold and SDRs. 










1 -f Upto latest month for which data are available. 









1 + + Provisional data. 










Notes; (1) Superscript numeral denotes month to which figure relates, e g, superscript* 

indicates that the figure is for January and so on. 

(2) Figures in brackets denote percentage v'ariation over previous period. 
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A Trivandrum Diary 

AM 

Leading the opposition to the Kerala government's proposed 
turnover tax on trade, in the company of rubber barons and spice 
tycoons, is the government of India-owned Indian Oil Corporation 
which has by implication even threatened to close down its 
activities in the state. The IOC is in effect propounding an 
extraordinary proposition—that if you are a pan of the 
government of India you are under no obligation to-observe a 
state governni.'nt taw. 


EINE kteine nachiniUAik in Kerala. The 
state government ha.s this year slapped a 
turnover tax on trade. It is a tax on an¬ 
nual gross turnover, with built-in progres¬ 
sion, the exemption limit set at Rs 25 
lakh, subject to the proviso that no part 
of the tax is to be passed on to buyers or 
consumers. The rates of taxation proposed 
are in any case most modest, and should 
not, one would have thought, have caused 
much concern in any quarters. A tax of 
this nature exists in such other states as 
Maharashtra, Karnataka and West 
Bengal, and has not led to any difficulty. 
One or two parties have gone to court m 
these states to test the validity of the tax, 
but there has been no general crisis. Till 
now, no court in the country has ruled 
that the tax is invalid. 

Of course, traders know how to play 
footsie with government. Since it cannot 
be formally passed on, the turnover tax 
takes a bite—even if a mild one—on their 
gross profits. After a discreet interval of 
rime, traders in a few cases in Maha¬ 
rashtra, Karnataka of West Bengal have, 
through some subterfuge or other, arrang¬ 
ed to raise the price of this or that com¬ 
modity whose turnover comes under the 
orbit of the tax, and thus effectively pro¬ 
tected themselves against the prospect of 
erosion of income resulting from its im¬ 
position. Not that such a phenomenon 
has occurred with the pricing of each and 
every such commodity. And even in those 
instances where a lagged price adjustment 
has taken place, civilities have not been 
breached, and no overt flouting of legality 
has taken place. 

Never mind, eine kteine nachtmusik in 
Kerala. The turnover tax is the cause 
cetebre over here at this moment. One can 
always speculate on the nature of the 
forces operating in the background. After 
an interregnum of decade.s, a government 
has been installed in Kerala representing 
an impressive spectrum of what are 
described as left and democratic parties. 


Communal elements, which had in the 
leceni past succeeded in fracturing the 
state’s politics to exasperating bits and 
pieces, have been shown the door. But 
never-say-dic is still a working principle 
in dedicated circles. The old-style 
vimochana samifhi may not work, new 
modalities arc called for to ensure the col¬ 
lapse of the left-democratic government. 
It could thus indeed be that the virulent 
attack organised against the proposed 
turnover tax in Kerala has inspirations 
from sources yet imdelved but not quite 
ungucssable. Groups alter groups of trade 
and merchants’ assixiations have gone on 
record that they will oppose the tax tooth 
and nail. Meetings, morchas and jathas 
are being organised to condemn the tax; 
persons organising them have apparently 
an unending source of funds. Reports and 
memoranda arc being prepared at a 
furious speed. Twenty years ago or there¬ 
abouts, American boys, fighting Lyndon 
Johnson’s draft, were wont to chant; ‘Hell, 
no, we won’t go’. In Kerala, in the current 
month, luminarie.s of trade have a version 
of that chant on their lips: ‘Hey, hey, we 
won’t pay’. They are not in the least in¬ 
terested in finding out whether the burden 
of the levy on turnover suggested here is 
any greater than in those states where the 
tax has already been on for some years. 
None of them is prepared to talk to their 
peers at Bombay, Bangalore and Calcutta 
and discover why what is agitating them 
in Kottayani and Quilon is a non-issue in 
those other places. Nor are they willing 
to accept any amended version of the tax. 
It is high stakes they are playing for. The 
state government must be the only loser, 
it must not lake anything; the turnover tax 
has to be withdrawn in toto, or else. Their 
stance has the hallmarks of almost an in¬ 
surrectionary threat. What with the 
Reliance Cup and the mighty doing.S of 
the IPKF in Sri Lanka, this little 
nightmusic in Kerala has till now escaped 
the nation’s notice. But it has possibilities. 


The state government, after standing firm 
for some white, is exhibiting minor signs 
of nervousness. It too can only speculate 
on the nature of the subterranean forces 
at work. 

There is however one fascinating aspect 
of the goings-on in Kerala. Leading the 
battle against the state government’s pro¬ 
posed turnover tax is a solid phalanx of 
rubber barons and spice tycoons, but they 
have heavy ballistic support. For their 
principal cheerleader is the Indian Oil 
Corporation, an undertaking owned one 
hundred per cent by the government of 
India. The IOC authorities have gone 
public with their views: the government 
of Kerala must withdraw the tax; in case, 
however, the state government fails to see 
reason and persists w'ilh it, the IOC will 
pass on the burden of the tax to the con¬ 
sumers and raise the prices of kerosene, 
gas, petrol and other such products in 
Kerala; should the state government try 
to obstruct its deci.sion to jack up prices,- 
llie IOC, its local representatives have 
hinted, might even consider closing down 
its activities in the state, that is to say, it 
might decide to deny the people of Kerala 
their supply of petrol and gas and 
kerosene and such like. 

The local representatives of the Indian 
Oil Corporation could not have spoken 
out of turn. They must have sought, and 
received, instructions from appropriate 
quarters. The kieine nachtmusik in Kerala 
thus assumes, a significance of sizeable 
proportions. The proposal to slap a turn¬ 
over tax on trade has been passed by the 
state legislature. It is therefore a law of the 
land. It has the .sanction of the Constitu¬ 
tion, and its directive that the burden of 
the tax must not be pa.ssed on to the buyer 
or consumer is also an integral part of the 
nation’s structure of legality. The Indian 
Oil Corporation is a distributing mono¬ 
poly, habituated to piling up huge profits. 
It is wholly owned by the government of 
India. It has publicly proclaimed that it 


Economic and Political Weekly 

Available from- 

1) Gisgles Book Shop 
Connemara Hotel, 

Binny's Road, 

Madras - 600 002. 

2) Central News Agency P Ltd 
23/90, Connaught Circus, 

New Delhi - 110 001 


Economic and Political Weekly November 7. 1987 


1883 




will flout (his particular state legislation, 
in other words, it will not observe the law 
of the land. It has held out. a further 
threat. In case the state government would 
take steps to prevent the IOC from break¬ 
ing the law, or intend to prosecute or 
punish it should it be in actual breach of 
the law, it would, it .says, take advantage 
of its monopoly power and deny Kerala her 
share of the use of petroleum products. 

A little nightmusic in Kerala, but its 
resonance, there can hardly be any doubt, 
is going to set up waves all over. For the 
Indian Oil Corporation is propounding an 
extraordinary proposition. In ca.se you are 
a part of the government of India, you are 
under no obligation to observe a state 
government law. The state government, 
besides, has no right to pull you up for 
your misdemeanour; should it be foolhar¬ 
dy enough to propose to do so, you would 
cut it off from essential supplies over 
which you enjoy a monopoly. A state 
government legislation, that is to say, is 
less than law, and how dare the state 
government enforce it. Once the lovely 
logic underlying the IOC' position per¬ 
meates through the system, it would be 
paradise for freebooters and huck.sters. All 
they would have to do is to quote the 
representatives of the IOC. The IOC 
represents the government of India, no 
less. Now anybody in any part of the 
country can break any law, and, in case 
prosecuted against, conveniently refer to 
the Indian Oil Corporation precedent; a 
munsiff or a subdivisional judicial officer 
would be duly impressed and obliged to 
let the party go scot-free. In due course, 
even murders could thus be rendered non- 
justiciable; a couple of murders before 
breakfast, another couple between 
breakfa.st and lunch, some more before 
sundown, and of course the entire night 
is at your disposal for gory gallivanting. 
The Constitution's Article 14 should ab¬ 
solve you. It talks of equal protection 
before the law; if you can flout one law, 
you must have equal right to defy other 
laws too, including the one which says you 
must not take other people’s lives. 

There is another not-so-covert hint in 
the IOC attitude; state governments need 
not be taken seriously, let them howl or 
bark, that is all they are capable of, they 
are in no position to bite, so please carry 
on without bothering about them. It is 
really an invitation to corporate bodies of 
all species to brush aside with impunity 
all state government legislations, directives 
and instructions. Whether it is a land ceil¬ 
ing law, or an anti-pollution measure, 
ignore it. Whether it is legislation to pro¬ 
tect the interests of the workers or an 


order to ensure that the boiler installed 
twenty years ago is still in safe working 
condition, you do not have to respect it. 
Once the IOC gets away with its adopted 
stance, the concept of selective lawlessness 
would have increasing custom, and we 
would emerge as a true frontier nation, 
with the fastest gun in town walking away 
the mostest booty and the prettiest 
damsel. The system would, assuredly, 
break down all over the country. The writ 
of state governments would cease to be 
operative. The only government (hat 
would remain would be the one in New 
Delhi. It would be much too busy in sign¬ 
ing accords, national and transnational, 
to worry over the long-range consequences 
of successfully subverting the work and 
activities of the different state govern- 
ment.s. It would live on for some more 
while on the illusion that, once the super¬ 
computers are installed, state and district 
administrations are a superfluity, and 
henceforth the whole nation is putty clay 
in the hands of the prime minister. By the 
time it comes to the awareness of there 
being certain self-evident truths which 
prevail even beyond the super-computers, 
it might already be too late, and the coun¬ 
try might have ended up in beautiful sixes 
and sevens. 

Meanwhile, in TVivandrum’s .sylvan set¬ 
ting, the polite people who constitute the 
state government are in a bit of fix. They 


have dared not call the bluff of the Indian 
Oil Corporation. ThQr have allowed it to 
carry out the threat of raising the prices 
of petroleum products in the wake of the 
imposition of the turnover tax and have 
now agreed to exempt the IOC from the 
purview of the tax. Which is all a great 
pity. For it was given to Kerala's chief 
minister to write a stern letter to the prime 
minister in New Delhi drawing attention 
to the palpable misconduct of the IOC, 
and requesting him to ask the Corpora¬ 
tion to observe the nation’s laws and 
demanding that he takes exemplary 
disciplinary measures against those 
responsible for already infringing the laws. 
But perhaps there is not one person left 
within the portals of the union govern¬ 
ment who can perceive the dangerous 
significance of the IOC impertinence. It 
is now an accepted norm of behaviour 
that ministers of the union government 
would go round the country, run down 
state governments which are not of their 
political hue, and urge the people not to 
pay the state government taxes and disre¬ 
gard what Slate governments exhort them 
to do. The representative of the IOC is not 
out of alignment; they have merely follow¬ 
ed the pristine examples set by union 
ministers. It is erne kleine nachtmusik in 
Kerala; this music however serenades the 
chaos that we seemingly, arc inexorably 
heading towards. 
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COMPANIES 


UNION CARBIDE 

Depressed Market 

UNION CARBIDE INDIA has returned to 
the dividend list, after absence of a year with 
a 12 per cent payment for 1986 against only 
S per cent paid for 1984. The company has 
earned a gross profit of Rs 12.94 crore 
against Rs 12.12 crore in the previous year 
despite decline in sales from Rs 198.83 crore 
to Rs 172.90 crore. The profit figures have 
been arrived at after providing for a loss 
Rs 1.83 crore on retirement of trawlers 
against Rs 8.44 crore in the previous year for 
Bhopal fixed assets. With both depreciation 
and taxation requiring less, net profit has 
turned out to be Rs 5.01 crore against a mere 
Rs 13 lakh. The propo.scd dividend is covered 
1.28 times by earnings. 

Reviewing the company's operations, the 
directors r.ay the market for batteries remain¬ 
ed depressed. Sales of the company’s pro¬ 
ducts at 546 million pieces registered an 
increa.se of 4 per cent by volume, although 
with reduced margins. In a stagnant market, 
flashlight sales improved by 22 per cent over 


the previous year, thereby not only recover¬ 
ing lost ground due to the closure of the 
flashlight plant in 1985 but also improving 
market share. Sales of arc carbons and in¬ 
dustrial electrodes also established a new 
record in 1986. 

Pursuant to government of Maharashtra’s 
directis^ the company had examined the 
possibilities of shining the Chembur plant 
outside Bombay and found it to be enviable. 
The company had appointed Engineers 
India as consultant to prepare a techno- 
economic feasibility study on relocation at 
an economically enhanced capacity of 
90,000 TPA of low density polyethylene. The 
report reveals that ethylene, which is a main 
feedstock, would not be available till 
1994-95. The company, had taken a decision 
in mid-December 1986, to restart the plant 
in two phases. However, the Supreme Court 
deci.sion of December 20, 1986, in the matter 
of Shriram Food and Fertiliser Industries, 
and based on legal opinion, the company 
had decided not to restart the Chembur 
facility but to actively pursue the proposal 
for relocation outside Bombay. The com¬ 
pany made extensive efforts to sell the under¬ 


Tlie Week's Coinpanie.s f/?5 Lakh) 

Union Car bide _^am Organic_^l^hcni 


Year Last Year Latest Year I,ast Year Latest Year I^st Year 



25 12-H6 

25-12-85 

10-4-87 

30-6-86 

31-3-87 

31-3-86 

Paid up Capital 

3258 

3258 

555 

454 

410 

290 

Reserves 

3721 

3611 

1172 

942 

616 

345 

Borrowings 

1073 

1812 

1145 

1155 

2287 

2290 

of which Term Borrowings 

887 

1003 

899 

992 

733 

884 

Gross fixed assets 

7979 

10204 

2481 

2030 

2970 

2887 

Net fixed assets 

2786 

3093 

1437 

1510 

1621 

1561 

Investments 

1.38 

105 

99 

99 

1 

1 

Cm rent liabilities 

2885 

2641 

721 

420 

853 

612 

Current i-.sets 

7771 

7980 

2045 

1343 

2544 

1975 

Stocks 

4633 

4187 

587 

499 

1200 

1041 

Book debts 

1192 

1683 

491 

492 

1106 

762 

Net sales 

17290 

19883 

2426 

2062 

5532 

4946 

Other income 

261 

244 

28 

10 

97 

50 

Raw material costs 

9055 

10358 

514 

. 405 

2461 

2292 

Wages 

3250 

3372 

96 

85 

386 

325 

Intere.st 

239 

309 

164 

131 

313 

315 

Gross profit (-t-l/loss (- ) 

1294 

1212 

898 

788 

558 

627 

Depreciation provision 

393 

559 

482 

177 

157 

227 

Ihx Provision 

400 

640 

66 

72 

— 

— 

Net profit (t-)/loss(-) 

501 

13 

350 

539 

401 

400 

Investment allowance reserve 

— 

80 

— 

19 

80 

— 

Thinsfer to reserves 

HO 

— 

225 

433 

224 

333 

Dividend 

Amount P 



4 

4 

7 

7 

E 

391 

__ 

121 

83 

90 

60 

Rate (per cent) P 

— 

— 

11 

11 

13.50 

13.50 

E 

12 

— 

25 

20 

25 

25 

Cover (times) 

1.28 

— 

2.86 

6.44 

4.37 

6.55 

Ratios (per cent) 

Gross profitAales 

7.48 

6.09 

37.01 

38.21 

10.09 

12.67 

Net proflt/capital employed 

7.17 

0.19 

20.26 

38.61 

39.08 

63.00 

Inventories/sales 

26.79 

21.05 

24.19 

24.20 

21.69 

21.04 

tKfhges/sales 

18.79 

16.96 

3.95 

4.12 

6.97 

6-57 


taking to some public sector units, who had 
shown interest. These attempts having failed, 
and in June 1987, the government of Maha¬ 
rashtra, however, regretted its inability to 
grant the approval refused permission for 
closure of the plant. The company has sub¬ 
mitted further representation but no response 
has been received to this till August 13 last. 
With this background, directors have decided 
that the Chembur plant would be kept in a state 
which would not result in its deterioration. 

VAM ORGANIC CHEMICALS 

Glycols from Molasses 

VAM ORGANIC CHEMICALS has fared 
very well during 1986-87. It has earned a 
gross profit of Rs 8.98 crore against Rs 7.88 
crore in the previous year following increase 
m sales from Rs 20.62 crore to Rs 24.26 
crore. Depreciation has claimed more at 
Rs 4.82 crore (Rs 1.77 crore) and after taxa¬ 
tion of Rs 66 lakh (Rs 72 lakh), nel'profit 
is Rs 3.50 crore compared to Rs 5.39 crore 
of 1985-86. Dividend has been stepped up 
5 points to 25 per cent which is covered 2.86 
times by earnings as against 6.44 times 
previously. During the year, higher produc¬ 
tion and sales were recorded in acetaldehyde, 
acciic acid and acetic anhydride plants. The 
molasses and alcohol availability has been 
satisfactory during the year. It is likely that 
the company will be granted an increase in 
the allotment of molasses/alcohol. It has 
already undertaken steps to increa.se capacity 
by 25 per cent through debottlenecking. It 
has also applied for doubling of capacity to 
20,(X)0 tonnes of vinyl acetate monomer per 
annum which is under consideration of the 
government of India. The proposed expan¬ 
sion can be implemented by the company at 
a marginal cost within a year’s time. After 
extensive application research in the R and D 
department, the company has introduced 
formulations of polyvinyl acetate for a wide 
range of applications which have been well 
received by the customers. It is expected that 
this activity will add to the profitability 
during 1987-88 and in the years to come. 

India Glycols, promoted by the company 
to manufacture 20,000 tonnes of mono 
ethylene glycol (MEG) at a project cost of 
Rs 80.25 crore, is making rapid progress. 
There are many similarities between VAM 
and the MEG projects, the mo.st important 
being that both of them use molasses as raw 
material rather than petrochemical deriva¬ 
tives used all over the world. The colla¬ 
borator is Scientific Design of the US who.se 
process accounts for the largest installed 
capacity of MEG in the world. A special 
offer is being made to the shareholders to 
subscribe to the equity of India Glycols on 
a firm allotment basis. A number of other 
projects are also being considered and the 
directors believe that the company will soon 
enter into a rapid growth phase. 
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POLYCHEM 

Styrene-Based Products 

POLYCHEM’s styrene plant modernisation 
project has reached an advanced stage and 
is scheduled to he commissioned in January 
1988. The licensed capacity of 2,fKK) Ml PA 
ABS Plant ha.s been re-endorsed to 5,000 
MTPA under the .scheme of miiiinium econo¬ 
mic size and steps arc in progicss to imple¬ 
ment the expansion, implementation of the 
letter of intent for manufacture of 2000 
MTPA of polyvinyl alcohol is also under ac¬ 
tive consideration. The government decision 
is still awaited on the company’s pending ap¬ 


plications for letters of intent to establish 
large size downstream projects for styrene, 
polystyrene, propylene oxide, glycols and 
polyols as part of the proposed Gujarat 
Petrochemicals Complex at Hazira. These 
applications are being actively followed up. 
Meanwhile, the company has experienced a 
marked contraction of margins as reflected 
in a decline in gross profit from previous 
year’s Rs 6.27 crore to Rs 5.58 crore despite 
increase in turnover from Rs 49.46 crore to 
Rs 55.32 crore. With depreciation claiming 
less than in the previous year, net profit has. 
turned out to be a shade better at Rs 4.01 
crore (Rs 4 crore). Equity dividend is main¬ 
tained at 25 per cent on the capital enlarged 


IN THE C APIlAl. MARKEI 

Hindustan Foods 



HINDUSTAN lOODS is enteiing the 
capital market on November 25 with a 
public issue ol 3 lakh equity shares of 
Rs 10 each and I.KO lakh 14 per cent 
secured convertible debentures of Rs 150 
each, both at pat. An applicant can eithei 
apply for equity shaies or convertible 
debcntiiies or both simultaneoii.sly in the 
same application form An applicant for 
equity shares has the option to have the 
excess application money paid by him 
towards equity .shaics treated as applica¬ 
tion money towards convertible deben¬ 
tures, provided the excess amount is 
Rs l,5t)0 or more. 

At the end of three months from the 
date of allotment, the convertible pait of 
Rs .50 per debenture will be automatically 
converted into 5 equity shares of Rs 10 
each at par. I'hc non-convertible portion 
of Rs 100 per debenture will be redeemed 
in full at par on the expiry of 7 years. 
Interest on debentures will be payable 
half-ycai ly. 

The company has been promoted by 
Marmagoa Shipping and Stevedoiing 
Company with an equity participation of 
20 per cent. Glindia, foimcrly Glaxo 
l-aboraiories (India), and its subsidiaries 
are siippotiing this venture by partici¬ 
pating in the equity capital to the c.xtent 
of 20 per cent and by providing technical 
know how and marketing support. 

The company is setting up a food pro¬ 
cessing unit at a total cost of Rs 490 lakh 
at village Usgao in Goa, a centrally 
notified backward area, for the manufac¬ 
ture of 5,(XJ0 tonnes per annum for nutri¬ 
tional foods, cereal foods and products 
based on soya bean. TVial runs of the 
plant arc scheduled to start in January 
1988 and commercial production will 
commence by March/April 1988. Glindia 
will buy products manufactured by the 
company to the extent of 60 per cent of 
the company’s capacity and sell them 
under its own brand name. 

The company will enjoy substantial 
backward area benefits and fiscal con¬ 


cessions on account of its location in a 
centrally notified category ‘A’ backward 
area. Investors in the company will be. 
eligible to 80 CC, 80 L and Wealth Tax 
benefits. The shares and debentures will 
be listed on the Bombay Slock Exchange. 
The issue is being managed by the 
Merchant Banking Division of the 
Hongkong Bank. 

Hitkari Fibres 

HflKARI FIBRES, a newly formed 
company belonging to the Hitkari group 
of companies well known for their elegant 
potteries, home appliances and cigarette 
filters, has set up a project to manufac¬ 
ture non-woven fabrics such as blankets, 
upholstery, floor and wall coverings, 
industrial filters, geotextiles, etc. 
K K Hitkari, chairman of the new com¬ 
pany, told a press conference in Bombay 
on November 3 that the project located 
in the backward area of Mahad in Maha¬ 
rashtra involved a capital investment of 
Rs 7.80 crore. The financial institutions 
have sanctioned a term loan of Rs 4.90 
crore. The promoters have contributed 
Rs 1.93 crore to the equity capital. The 
company will enter the capital market in 
January 1988 with a public issue of Rs 77 
lakh. Besides receiving a capital subsidy 
of Rs 20 lakh, the project is entitled to 
various tax incentives including 80 cc and 
wealth tax benefits. 

Hitkari explained that non-woven tech¬ 
nology eliminated spinning, weaving and 
many other conventional processes of 
fabric manufacturing. The cost of pro¬ 
duction of non-woven fabrics would be 
substantially lower. Non-woven textiles 
arc made directly from fibre through nee¬ 
dle punching and chemical or thermal 
bonding. The company has bought state- 
of-the-art West German plant and 
machinery capable of using all types of 
fibres such as polyester, acrylic, poly- 
proplenc, viscose and wool. According to 
K K Hitkari, the construction of the fac¬ 
tory building was almost complete and 
the company intended to release its pro¬ 
ducts on the market from March 1988. 
Hitkari pointed out that the new projgct 


by a one-for-two bonus issue and is covered 
4.31 times by earnings as against 6.55 times 
previously. Modernisation schemes for pro¬ 
duct improvement, energy savings and 
higher process efficiencies at the styrene 
plant, polystyrene plant and ABS plant 
made .satisfactory progress during the year. 
Bench scale research into development of 
polyvinyl alcohol grades of commercial im¬ 
portance yielded encouraging results. Test 
market re.sponse to the styrene based specia¬ 
lity products ha.s been steadily increasing. 
Dow Chemical, the foreign collaborator has 
divested its shareholding in the company on 
May 27, 1987 after receiving approval of the 
concerned authorities. 


would have high profitability with a 
break-even point of only 32 per cent. He 
was confident that Hirkari Fibres would 
declare a dividend in its first full year of 
operation. 


Varun Polyinol 
Organics 

VARUN HOI.YMOL ORGANICS pio- 
moted by P D Dcsliinukh, a technical 
consultant, and International Technology 
Investments of the US, a non-resident 
Indian corporation, is setting up a unit 
for manufacturing pesticide (ormiilations 
and agro-chcmical.s. The company’s 
plant is being located at Mahad in¬ 
dustrial estate in Kaigad district in 
Maharashtra and will produce liquid for¬ 
mulations, wettable powder formulations 
and granular foimulations, all of which 
will have applications for all types of 
cereals, cash crops, plantations, etc. It 
will commence commercial production 
by the end of December this year. 

The project involves a total investment 
of Rs 2 crore which will be financed by 
the contributions to the equity by Indian 
promoters to the extent of Rs 24 lakh, 
by non-resident Indian promoters Rs 23 
lakh and Rs 63 lakh by way of a public 
issue. The company has obtained a loan 
of Rs 85 lakh from SICOM and Rs 10 
lakh as a central subsidy. 
P D De.shmukh, chief promoter of the 
company is going to be its managing 
director. Varun Polymol has also plans 
to enter the fields of pest control opera¬ 
tions in 1988, hou.sehold insecticides and 
micro-nutrients in 1989, basic pesticides 
in 1990 and diversification into basic 
drugs in 1992. 

The company will enter the capital 
market with an issue of Rs 63 lakh of 
which Rs 38.85 lakh will be issued to the 
Indian public, Rs 3.15 lakh to the com¬ 
pany’s employees and Rs 21 lakh to non¬ 
resident Indians. The issue will open for 
non-resident Indians on November 20 
and for the Indian public on 
November 30. 
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Recurrent Pattern of Jharkhand Politics 

Arun Sinha 


Siboo Soren, the Jharkhand Mukti Morcha leader, seems bent 
upon repeating the disastrous experience of the once-popular 
Jharkhand Party of Jaipal Singh. For over two decades, the 
Mundas and other tribals had put their trust in Jaipal Singh, but 
suddenly one day he went over to the Congress. The tribals 
considered it a great betrayal. Jaipal Singh’s explanation—that 
the Jharkhand Party’s merger with the Congress was a strategy of 
’working from within’ to make the rulers accept the tribals’ 
demand for a separate state—did not convince anyone. Siboo 
Soren is treading the same path as Jaipal Singh; his .strategy is 
the same, his optimism too is similar. His fate is also going to be 
the same. 


THE problem again seems to be coming 
up in Chotanagpur for the governments 
both in Bihar and at the centre to face. 
For the intelligence alarmists it might 
already have come. But nothing new i.s 
coming up in the tribal plateau. What is 
happening there has gone on for almost 
200 years now, and has developed into a 
crisis for the state many times, with the 
people mounting a campaign and losing 
It and again mounting another after a 
time. Generations have changed, the 
colonial regime has changed, the 
eronomic patterns in the region have 
changed, the very tribal inhabitants have 
changed, the paities and the messiahs of 
the campaigns have changed. What has 
never changed is the people’s idea of 
having a 'territory of our own’. 

Student unrest i.s the latest news. There 
was also ihe killing of the president of the 
Jliaikhand Mukti Morcha, Nirmal Mahato. 
He was young and a moderate; he was just 
shot down on the steps of the guest house 
of the Tata Iron and Steel Company 
(TISCO) in downtown .lamshedpur at 
mid-day as he was coming out of the 
building with four or five others. Among 
his companions were another Morcha 
leader, who got a bullet in his arm, and 
a contractor, whose presence led to 
speculation that Mahato had become a 
victim of warfare between two contrac¬ 
tors’ gangs. There was another theory that 
the murder had been masterminded by a 
Congress(I) leader of sorts from Ranchi. 
This man was also accompanying Mahato 
at the time of his killing. The killers were 
waiting in theii parked car outside the 
guest house. 

JMM’s Mftamokphosis 

This was not the first killing of a tribal 

leader in Chotanagpur. Since the East 


India Company’s troops opened up the 
region, it must indeed be a very long roll. 
There seems to be, however, something 
slightly intriguing about Mahato’s murder. 
It did not occur in the heat of the 
moment. The Jharkhand Mukti Morcha’s 
last major struggle was harvesting of 
moneylenders’ paddy towards the end of 
1979. After that, the Morcha has been 
fighting elections to the Bihar legislature 
and raising some issues regarding forest 
plantations, large irrigation projects and 
discrimination in employment, here and 
there, spasmodically and feebly. Around 
the city of Jamshedpur, Mahato’s popu¬ 
larity could have been the result of his 
association with some local agitations like 
the one against the huge multi-purpo.se 
Subarnarckha dam project. His death has 
undoubtedly come as a great loss to the 
agitating population. Yet somehow it 
seems to fail to be immediately related to 
agitations. There has come up the name 
of a Congress(I)-linked contractor as the 
main suspect in the ca.se. It has been said 
that the contractor had been shot at 
sometime back and that he held Mahato 
re.sponsible for that; which makes it sound 
like a personal feud. Actually very little 
is known in this regard. One Morcha 
official said the contractor and Mahato 
were maintaining good relations; the con¬ 
tractor had recently come to a wedding at 
Mahato’s. 

Relations between the Morcha leaders 
and the Congress(l) have been the 
subject of attack and speculation since the 
early years of the Morcha. "Bvo years after 
the Morcha came into being and shook 
several parts of the Chotanagpur country¬ 
side, Indira Gandhi’s Emergency was 
clamped, and the leader of the Morcha 
Siboo Soren was now riding in Congress 
jeeps and spreading the message of the 


twenty-point programme. Since then 
Soren has been a changed man. His con¬ 
viction is that the tribals cannot gain 
anything but their massacre and his 
elimination by confronting the state 
power. And since the Morcha following 
was largely personality-based, Soren’s 
private convictions became the guiding 
principles of the Morcha strategy. The 
Morcha allied with the Congressfl) during 
elections; it voted for the Congress(l) 
nominees for the upper hou.ses of Bihar 
legislature and parliament. It parted 
with the independent Marxist group of 
A K Roy, the colliery labour leader who 
was among its real founders. Soren kept 
very close to two persons—one a Ranchi 
Congress(l) man and the other an ex¬ 
youth Congre.s.s(I) man, both of whom 
served as ‘contact men’ between the 
Congre.ss(l) and the Morcha. 

Tin MonsurSiam, 

But Soren’s policy of reconciliation 
proved to be at variance with the condi¬ 
tions the tribals were actually faced with. 
To them, rebellion or no rebellion, the 
state continuously played the monster. It 
did not allow them to live in peace and 
without outside interference. And the 
people also ha(J the direct experience of 
many exploiters with the Congress(I) label 
in their areas. The growing contradiction 
between the top and the base of the 
Morcha was bound to bring in some new 
force with a promise to resolve it. On the 
.scene came the All-Jharkhand Students’ 
Union (AJSU) la.st year. It began with an 
attack on the policy of reconciliation and, 
within a few ibonths, adopted a rule that 
no person could be a member of the 
Morcha and the AJSU at the same time. 
(This restriction against dual membership 
reminded one, ironically, of the Morcha’s 
similar rule by which it threw out the 
members of A K Roy’s organisation in 
1983.) The AJSU would not treat the 
Morcha as hostile or useless but in its 
statements there was sufficient warning 
against any truck with the Congress(I). 

in the mid-60s, the Birsa Seva Dal and 
in the early 70s the Jharkhand Mukti 
Morcha had announced themselves with 
a similar contempt for the Congress. The 
contempt arose from the disastrous ex¬ 
perience of the oncc-popular Jharkhand 
Party of Jaipal Sifigh. For over two 
decades, the Mundas and other tribals 
had put their trust in Jaipal Singh and 
suddenly, one day, he went over to the 
Congress. The tribals considered it a great 
betrayal. Singh’s explanation that the 
Jharkhand Party’s merger with the Con¬ 
gress was a strategy of ‘working from 
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within' to make the rulers accept their 
demand for a separate state did not con¬ 
vince anyone. Siboo Soren has tread the 
same path as Jaipal Singh; his strategy is 
the same, his optimism too similar. Small 
wonder, his fate is also going to be the 
same. 

No CONt I KI <)I C't NI RAI ISI I) 
AI'IIIORII Y 

Suren, in any case, has been working, 
bccau.se of the concentration of his fellow- 
tribesmen there, mainly in the Santhal 
Parganas; he, just like other tubal leaders, 
docs not have much appeal outside his 
own tribe. And the centre o( the latest 
activities is Ranchi, where the AISLJ also 
is based. Ranchi has been very important 
to the movement. The giowih of this city 
has shaped it content; it has broadened 
tribal horizons and tribal [lolitics. It is nut 
widely known that the tribals did not truly 
have a concept of the state or of centia- 
lised authority. I heir social structure had 
no place for it. At the bottom was the 
village, where the family of the origfnal 
clearers of the land lived and tilled. Above 
it was a cluster or cunfcdeiation of 5 to 
12 villages where other agnatically-linkcd 
kinsmen lived and tilled. The confedera¬ 
tion was the highest political unit; society 
did not recognise anything beyond that. 
Matters pertaining to law, ethics, distribu¬ 
tion of land and food and culture were 
judged by a council of elder kinsmen. 
Every confederation was nothing but a 
large family. Every confedeiaiion had its 
own Hag or ensign and its own sacred 
places for the burial stones of its 
ancestors. It is true that after the tribal 
kingship of Chotanagpur came into being 
in early medieval times, there did occur 
a little bit ol change. Now the confedera¬ 
tions had to support the kings’s household 
and the court. 

They gave him gifts of foodgtains and 
other produce every year. These were gifts, 
not taxes or tribute; the king could not 
demand them, nor did he have any rent¬ 
gathering establishment like other princes. 
It has been suggested by some scholars 
that the tribals were required to give 
assistance to the king in times of war. 
Nothing very definite is yet known of how 
many and what kinds of wars the kingdom 
of Chotanagpur waged before it sur¬ 
rendered at the first whistle of the East 
India Company’s troops. Evidence of any 
feudal relationship in the tribal society of 
Chotanagpur could be far-fetched and 
lacking in substance. From all accounts 
of the society even in the colonial times, 
there is, no mistaking that the king’s 
relationship with the population was very 
peripheral, almost indifferent. Palkotc, the 
seat of the kingdom, did not have the 
benefit of enjoying either the love or the 


hate of the tribals when it gave itself up 
to the Britishers. It was never a centre of 
.authority or a centre of trade. And so, 
when the chain of tribal revolts started in 
the region they started at the level of the 
confederation, and ended there. 

Then after the 1832 revolt, Ranchi 
became the seat of the commissioner of 
the newly-created Chotanagpur division, 
then part of Bengal. Then came the first 
batches of Christian missionaries into 
Ranchi. Offices, courts, missions—they 
brought together people from confedera¬ 
tions near and far, of one clan and 
another, of different tribes. The Company 
government had forced them into a com¬ 
mon situation with its revenue demands 
and land laws which treated every tribal 
as a separate tenant. The company had 
virtually torn everything apart by refusing 
to accept communal rights to land and by 
demanding taxes and appointing rent 
farmers. 

The doom for the tribal society had 
come. Rut the tribals, due to long cultural 
and political conditioning, still did not 
look much beyond their kin-confedera- 
tiotis. The proof lay in the fact that during 
the I8S7 mutiny, the tribals did not make 
any attempt to take over Ranchi, from 
where all the Britishers, including the 
commissioner, had fled in fear. Ranchi 
was yet to evolve as the centralising catalyst 
for the tribal politics in Chotanagpur. 

Ranchi, ihu PouTiCAt CFNTRt 

Today Ranchi is the political centre of 
the movement for Jharkhand; the hori¬ 
zons no longer end at the confederations, 
but extend to a federal state. (It is certain 
that the aim would have been to establish 
a separate nat ion had Chotanagpur been 
on the frontiers and not an inland region). 
There have been attempts by some of the 
numerous Jharkhand organisations to lay 
down what the desired state would be like. 
But obviously the structure could not be 
any different from that of the other 
federal states, barring some special pro¬ 
tective laws. The confederations are not 
going to be restored; nor perhaps the com¬ 
munity rights to land. (The only known 
endeavour to revive the confederation, 
together with its ancient social and pro¬ 
duction relations, was made by the 
Morcha in a pocket—Tbndiblock—in 
Dhanbad district. This confederation even 
stopped all transactions with the rest of 
the world, financial or legal. But objec¬ 
tive conditions ate up the experiment 
before long). Nor in future is Jharkhand 
going to change, very materially, the pat¬ 
tern of the industrial exploitation. The 
AJSU says one of its main tasks is to 
educate the masses on the separate state 
demand. It is very clear that if the tribal 
masses understand one thing about 


Jharkhand it is that in such a state the 
non-tribals would not dare to treat them 
like sheep. One Jharkhand document 
admits that the future state would not put 
ail end to class exploitation. Jharkhand’s 
primary aim was to end Jatiyashoshan, 
that is, racial or communal oppression of 
the tribals by the non-tribals. 

There is, without doubt, a deep-rooted 
prejudice against the tribals, among 
plainsmen even of the working clas.s. With 
the immigration of plainsmen registering 
phenomenal increases, the prejudice 
operates in a more and more convincing 
environment. Immigration has overwhel¬ 
med the tribal population and that, 
parado.xically, now forms u major ground 
for the rejection of the Jharkhand 
demand. A people in minority, says the 
government, cannot rightfully claim a 
separate government. This presumption 
about the demographic composition is 
strongly disputed by the AJSU and the 
Jharkhand Samanvaya Samiti (JSS), the 
latter recently formed at a conclave of 
more than 40 political and cultural 
organisations of Jharkhand. According to 
them, in counting the numbers many such 
communities arc left out which, though 
not listed as scheduled, are actually tribes 
as they observe similar customs and speak 
non-Aryan languages. 

Yet, it remains true that the tribals, even 
with the commonality of aim, remain 
divided among themselves. As in Nagaland, 
Ol other regions with a high aboriginal 
population, certain tribes are dominant in 
Chotanagpur owing to better education, 
employment and earlier exposure to the 
plainsmen's world; other tribes find 
them.selves placed inferior to them. 
Though seldom does this inter-tribal con¬ 
flict develop into open confrontation, the 
internal prejudices do keep the pan-tribal 
polity from growing. One wonders 
whether the widespread sectarianism 
among the Jharkhand organisations is not 
a result of these prejudices. There might 
be other kinds of prejudices even within 
a tribe. For instance, Siboo Soren looked 
upon the Santhal intelligentsia with con¬ 
tempt because they were ‘glib and self- 
centred’. The convener of the JSS, BP 
Kesari, could possibly have been alluding 
to such alienation when he said that “the 
main drawback of the Jharkhand move¬ 
ment since its beginning has been the lack 
of adequate intellectual support”. Kesari’s 
statement sounds a bit sel^righteous and 
definitely erroneous, since after Birsa 
Munda the threads of the movement were 
actually picked up by the mission- 
educated tribal intelligentsia. 

Tragic Romantic Exercise? 

If Kesari, who heads the department of 
tribal and regional languages of Ranchi 
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University, thinks this time the movement 
is in the right hands he would both be 
right and wrong. Right, because it would 
make a fundamental departure from the 
cultist basis of the movement; though, 
given the general level of consciousness 
among the population, even Kesari cannot 
be sure of no one emerging as another 
‘Mahatma’ (Birsa), ‘Marang Gomake' 
(Jaipal Singh) or Guruji (Siboo Soren). 
And wrong, because of so many things. 
When he talks of intellectual support he 
certainly puts the mass movement in the 
mainstream. Yet, so far, the current phase 
of the movement has not involved the 
masses. Very significant it is indeed that 
the issues that directly confront the tribal 
peasants—land alienation and forest rights 
and homelessness (the issues that the Jhar¬ 
khand Mukti Morcha took up in .several 
villages in its earlier phase)—are yet to be 
seriously heard of from the new leaders. 

So far all activity has taken place in the 
towns. And sectarianism is going to be 
paraded in public on November 15 when 
the Morcha and the JSS will organise 
Birsa’s birth anniversary celebrations in 
Ranchi at two separate grounds. 


THE 1987 Nobel Memorial Prize for 
economics has gone to Robert Solow of 
the MIT for his theory of growth. Let me 
submit that on the following count alone, 
if on none other, this theory can be seen 
to have been singularly ill-conceived. 
Solow insists that the production and so 
also the growth process can completely do 
away with exhaustible natural resources. 
This means that resource exhaustion as 
such need not pose any problem. I am per¬ 
suaded that it is this considered unconcern 
with the reckless exhaustion of the earth's 
resource-capital being effected by the 
military-industrialism of our time which 
makes Solow misperceive a historically 
unsustainable process as unimpedlble 
growth. Indeed, so thorough is the un¬ 
concern and so glaring the misperception 
that one would do well to give a distinc¬ 
tive name to what the Swedish Academy 
perhaps thinks is his earth-shaking cqn- 


Already, the AJSU "is waving Its own 
banner. On September 25, the AJSU 
called a bandh in Ranchi which its 
enthusiastic volunteers made into a great 
success. The bandh was called without any 
consultation with the JSS of which the 
AJSU is a constituent, or any of the other 
organisations. Such independence has 
been shown barely ten days after the three- 
day conclave of the Jharkhand organisa¬ 
tions was over at Ramgarh. The AJSU did 
not stop at that. Its officials announced 
the deadline of October .11 by which the 
members of legislature of all the Jhark¬ 
hand groups (together not more than 15 
in the 325-member Bihar assembly) were 
to resign. This warning came after Kesari’s 
statement that the JSS had decided to 
discuss the resignation issue at some other 
meeting whose dates were not fixed. There 
is a possibility of the current phase of the 
movement becoming a tragic romantic 
exercise. The AJSU—whose very name, 
fashioned after the All-Assam Students 
Union (AASU), smells of romanticism— 
is shouting from the house-tops that it is 
going to proclaim a ‘parallel government 
of Jharkhand'. 


tribiition to grovrth theory. The one which 
is suggested by the title of a book which 
Stephen Leacock wrote a long time ago' 
is ‘Growth Hickonomics*. 

Solow carries his unconcern with the 
exhaustion of mineral resources to the 
pt)int that, believe it or not, he ceases even 
to think that they arc at ail necessary for 
production and therefore for growth. In 
his own words, “If it is very easy to 
substitute other factors for natural 
resources, then there is in principle no pro¬ 
blem. The world can, in effect, get along 
without natural resources, so exhaustion 
is just an event, not a catastrophe" (em¬ 
phasis added). It soon transpires that by 
“natural resources”, Solow means only ex¬ 
haustible (mineral) resources. For we find 
soon enough that according to him, “at 
some finite cost, production can be freed 
of dependence on exhaustible resources 
altogether”. What luck our race is in! For 


fortunately. Solow says, “what little 
evidence there is suggests that there is 
quite a lot of substitutability between 
exhaustible resources and renewable or 
reproducible resources''.* 

All this double-distilled wisdom ap¬ 
pears on just one page of The American 
Economic Review. But the trouble with 
such wisdom lies in the presumption that 
reproducible resources cannot get ex¬ 
hausted and also in the concomitant 
presumption that at some finite cost they 
can bfe expected to begin to replace ex¬ 
haustible resources. But since even the first 
of these presumptions happens to be com¬ 
pletely counter-factual, the technical or 
rather the science-fictional feasibility of 
the second is simply not worth considera¬ 
tion. So,>let us just dispose of the first and 
forget the second. The contemporary 
military-industrialism continues to extract 
and to consume the mineral-capital of the 
planet so rapidly and recklessly and 
thereby to inject toxins into the bio.sphere. 
in quantities so large that it cannot but 
paralyse its .self-rehewing and self- 
sustaining powers. This only means that 
such resouiccs as used to be renewable are 
now getting exhausted along with the 
exhaustible minerals. 

Indeed, into the sewer which once was 
the global .•’tmosphere are being spewed 
every year 20 billion tons of carbon diox¬ 
ide, 130 million tons of sulphur dioxide, 
97 million tons of hydrocarbons, 53 
million tons of nitrogen oxides, and over 
3 million tons of arsenic, cadmium, lead, 
mercury, nickel and other toxic metals. 
Also being injected into it are a host of 
synthetic organic compounds such as 
polychlorinated biphenyls (PC'B's) and 
toxaphene which are known to be capable 
of inducing'a variety of cancers, birth 
defects, or genetic mutations.' Therefore, 
what the conventional hickonomists con¬ 
tinue to gloat over as growth must be 
dismis.sed as an illusion if not worse. 

In order finally to dispose of Solow’s 
point that a world economy running short 
of mineral resources can always turn to 
reproducible resources for purposes of 
substitution and unending growth, one 
may also cite the inexorable destruction 
of tropical rainforests now taking place. 
It has been suggested that they are being 
cleared at the annual rate of 1,5'’,000 
square kilometres which equals the area 
of England and Wales put together. 
Besides, if they continue to be cleared at 
this rate, they will all be gone by thg year 
2057 AD.^ This is a very grim prospect 
indeed. For on the one hand, it means a 
major depletion of an otherwise renewa¬ 
ble source of timber supplies; and on the 
other, a crippling of the breathing, that 
is oxygen producing, organs of the Earth 
system which happens to be our habitat. 


Robert Solow’s Growth Hickonomics 

IN'arindar Sin^h 


Robert Solow, the latest Nobel laureate in economics, insists that 
the production process and the growth process can completely do 
away with exhaustible natural resources. This means that resource 
exhaustion as such need not pose any problem. This considered 
unconcern with the reckless exhaustion of the earth’s 
resource-capital by the military-industrialism of our time makes 
Solow misperceive a historically unsustainable process as 
unimpedible growth. 
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In the light of all this, Solow’s asser¬ 
tion that the world has been exhausting 
its exhaustible resources ever since the first 
cave-man chipped a flint and that the pro¬ 
cess will go on for a long, long time,’ 
need not be taken very seriously. In any 
case, the quantum of resources used up 
by a cave-man was nothing like the quan¬ 
tum of resources being used up by a White 
House-man or a Kremlin-man sending 
rockets into space. Besides, the cave- 
civilisation or any of the others preceding 
the military-industrial civilisation of our 
time did not actually need to continue to 
create an artificial demand for weapons 
and consumer-gadgets in order merely to 
exist. In other words, no other civilisation 
but the present was under a compulsion 
to institute an accelerating depiction of 
resources as the very condition of its ex 
istence. it follows that the problem that 
we have to bother about is not resource- 
exhaustion as such but the pathology of 
a civilisation which cannot avoid ac¬ 
celerating it. 

Incidentally, as reported by Jonathan 
Swift, (lullivcr once met a man who “had 
been eight years upon a project for extrac¬ 
ting sunbeams out of cucumbers, which 
were to be put into vials hermetically seal¬ 
ed, and let out to warm the air in raw in¬ 
clement summers”. He was sure “he 
should be able to supply the governor’s 
gardens with sunshine at a reasonable 
rate”. But his stock was low, cucumbers 
expensive and his ingenuity of no avail.** 
I am persuaded that only if he had read 
Solow, he would have done away with 
‘cucumbers’ or natural resources altogether 
and instead tried to rely on his ingenuity 
alone to continue to generate an unending 
series of economic miracles. But, unfor¬ 
tunately, ingenuity is not contained in 
di.scnibodied spirits but in human beings 
made of flesh and blood. They in turn 
need food, if nothing else, in order merely 
to subsist, and food to be grown needs 
soil. But thanks to a relentless urban 
.sprawl, dc.sertification, deforestation, 
shortsighted agricultural technologies, 
wind erosion and so on, the world is now 
suffering a loss of over 25 billion tons of 
topsoil from its croplands each year.’ It 
follows that no amount of actual or anti¬ 
cipated techno-fixes can in principle ob¬ 
viate the need for an ethics of conserva¬ 
tion and for politics which promote it. 
This means that Solow would have no op¬ 
tion but to renege the very idea of an ex¬ 
ponential and also an ill-defined growth 
on a finite planet. This means further that 
what we as a race are in need of is not 
technicism which the Solows of the hicko- 
nomics profession somehow manage to 
produce and which does not permit us to 
see beyond the a tat us quo. What we need 
instead is political wisdom which can help 
us transcend it. 
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Rs 15 00 
(Soft Cover) 
Rs 45 00 
(Hard Cover) 
Rs 20 00 
(Soft Cover) 

Rs. 225 00 


Rs 48 00 


C O N T A C I 

Director of Publications 

North-Eastern Hill University 
■ Midland'; Jowai Road, 
Shillong • 793 003, 
MEGHALAYA 


Gandhian Institute of Studies 

Rajghat, Varanasi 

Applicdtions are invited for the post of PROFESSOR IN FCONOMICS 

Qualifications 

(i) Consistently good academic record with a first or trigh second class master s 
degree or an equivalent degree of a foreign university, 

(ii) A doctor's degree m Economics or an equivalent published research work 
(ill) Specialisation in some cjf the fields like rural/agricultural economics, development 

economics, social economics, planning theory, comparative economic systems 
and organisation, formulation and execution of empirical research dcsigns/projects 
(IV) Ten years' prost-graduate teaching or research experience. 

(v) Experience in guiding and promoting researcti 

(vi) Publication(s) of monographs, papers, books or articles of high standard in learned 
journals of economics 

(vii) Knowledge of Gandhian approach to economic problems will be given preference. 
Scale of Pay . Rs 1500 60-1800-100-2000 (UGC payscale likely to be introduced 
shortly) 

The post is permanent and carries provident fund benefits and other allowances 
as admissible under the Institute's rules 

The Selection Committee at its own discretion may relax any of the qualifications 
and also offer higher-start in the above scale of pay to a suitable candidate 
Applications on plain paper stating name, date of birth, educational qualifications, 
experience, post held and name of two referees with (estimonials and attested copies 
of certificates must reach the Director by 16th of November, 1987 The Candidates 
called for interview will be paid a return journey II class fare by the shortest route 

Nageshwar Prasad 
Director 
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Deorala Episode 
Women’s Protest in Rajasthan 

Sharada Jain 
jSiija Misra 
Kavita Srivastava 


Strong outbursts of emotion continue to mark the positions and 
counterpositions provoked by the so-called ‘sati’ episode at 
Deorala. At another level, carefully calculated economic and 
political activity has been enveloping the entire scene in an 
organised manner. Struggling within this climate a women's 
protest movement has emerged, beginning with a few women 
sharing their shock and anger, but the inaction of the 
administration to respond to the crime drawing in more and more 
women’s organisations. 


THE Deorala episode on September 4, 
1987 bared a facet of our national reality 
which was totally unprepared for ex¬ 
posure. Deep seated belief systems which 
have been left untouched by the so-called 
education came to the fore. Political par¬ 
ties, administrators, educationists, re.spon- 
sible citizens were all taken unawares. At 
one level, strong outbursts of emotion 
continued to accompany the positions and 
counterposirions that were provoked by 
the Deorala incident. At another level, 
serious economic and political activity 
was enveloping the entire scene in an 
organised manner. 

Struggling within this very climate 
emerged the women’s protest movement. 
It began with a few women sharing their 
shock and anger at the Deorala incident. 
With the inaction of the administration 
to respond to the crime, the anger grew, 
drawing in more and more women’s 
organisations. 

The historical sequence of events is as 
follows: 

September 5: The Rajasthan Patrika (a 
local daily) reported—in eight lines in an 
inconspicuous column—the news that 
Roop Kanwar committed Sati on 
September 4 at Deorala. 

September 6: A brief report also ap¬ 
peared in Indian Express. Three women’s 
organisations in Jaipur met and expressed 
their shock, anger and concern over this 
incident. They decided to meet some more 
groups and the chief minister immediately. 
The delegation to the chief minister that 
same evening demanded that stern action 
be taken against those who abetted the 
crime. Aaswering cursorily he said that he 
had already contacted the collector and 
SP of Sikar district and refused to enter 
into any debate with the delegation. The 
meeting lasted less than two minutes. He 
rang the bell and dismissed the group who 
felt outraged by this treatment. 


September 7-10: Tense silence reigned. 
There was no response from the govern¬ 
ment. No statements came. As a cosmetic 
gesture the district administration had 
registered a case under Section 306 IPC 
against the family members and arrested 
Fushpendra Singh, the 15 year-old 
brother-in-law of Roop Kanwar. The 
women’s groups grew increasingly angry 
and restless. 

September 11-12: Times of India (Jaipur 
edition) reported extensively about the 
Deorala incident on the front page. The 
news items gave details of Deorala turn¬ 
ing into a pilgrim point. Devotees were 
coming in thousands—business was 
booming. Photographs displaying Roop 
Kanwar holding the superimposed face of 
her husband, smiling resplendent on the 
pyre were being sold in thousands. Hand¬ 
bills glorifying Roop Kanwar’s act and 
asking people to attend the chunri 
ceremony in large numbers were also 
distributed. Glaring accounts were 
brought out regarding the glorification of 
the incident on a magnificent scale. 

Women’s groups in the meanwhile were 
raising all kinds of questions. Was Roop 
Kanwar really ‘devoted’ to Maal Singh? 
Did she have to suffer abuse and condem¬ 
nation? Was she held responsible for the 
death of her husband tj'Pati Ko Kha 
Gai”7) Did she declare her intention of 
committing sati because of the 'descent 
of divine power’ “(sat) on her or out of 
desperation? Did she wish to retrace her 
decision and was not allowed to? Did she 
scream for help and her voice was 
deliberately drowned? All these and many 
similar questions were being asked. There 
were obvious information gaps. 

September 12: This depressing scenario 
made seven women’s groups working in 
urban and rural areas to come together. 
The representatives of these groups met 
under the leadership of H Prabhu (former 


principal of Kanoria Girls College) and 
decided that they ought to: 

(i) Formally condemn the so-called act 
of ‘sati’ and describe the live burning of 
Roop Kanwar as murder. 

(ii) Appeal to the citizens to demand 
appropriate and immediate action. 

(iii) Send telegrams to the prime 
minister and Margaret Alva, minister of 
state for women and children to intervene 
and stop the glorification planned for 
September 16. This was specifically in 
view of the fact that the state government 
had failed to take any action. 

(iv) To initiate a dialogue with the 
groups approving the act. 

(v) Hold a public demonistration on 
September 14 demanding that the chief 
minister enforce the law against ‘murder’ 
and stop the ceremony scheduled for 
September 16. 

September 14: About 350 people in¬ 
cluding members of 13 women’s organi.sa- 
tions (rural and urban) several journalists,, 
researchers, st udents, university and col 
lege teachers, doctors and theatre artists 
joined the march. They were from all 
communities. The protestors marched in 
silence in the afternoon heat through the 
streets of Jaipur to the secretariat. 
Representatives of several women’s 
organisations went to present the joint 
memorandum to the chief minister. The 
chief minister was not available. The 
group desired to sec the home minister or 
any other minister—particularly the 
wopien ministers. They were told that no 
minister was available in the secretariat to 
meet the group. The delegation insisted 
on meeting the people’s representatives 
rather than the bureaucracy. After almost 
45 minutes of waiting, it was conceded 
that they coilld meet the secretary to the 
CM. The secretary politely took the 
memorandum and promised to forward 
it to the chief minister at the earliest. He 
would not comment on the government’s 
stand since, he said, he did not know the 
details. 

The administration displayed over these 
eight days a total absence of political will 
to take action and people in positions of 
power failed to fulfil their responsibility. 
A culture of silence emerged among the 
prominent citizens and intellectuals (bar¬ 
ring the few who joined the march). 

The delegation of women decided to 
submit an application before the High 
Court, requesting that the glorification 
ceremony to be held on September 16, be 
deciared'illegal and the court direct the 
government to prohibit it. The marchers 
who had waited outside the secretariat for 
about two hours supported this sugges¬ 
tion. Thus the application was submitted 
just before the epurt closed on September 
14. On that day itself the Indian Express 
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ZUARI AGRO CHEMICALS LIMITED 

Resd. Office: Jai Kisaan Bhawan, Zuarinagar, Goa 403 726. 


NOTICE 

1 It is hereby notified for the information of the public that Zuari Agro Chemicals Limited proposes to make an application 
to the Central Go\«rnment in the Department of Company Affairs, New Delhi, under sub-section (4) of Section 23 of the Monopolies 
and Restrictive Trade Practices Act, 1969, for approval to subscription/purchase of equity shares in Aravali Fertilisers Limited. 

Brief particulars of the proposal are as under.- 

(i) Name and address of the applicant Zuari Agro Chemicals Limited 

Jai Kisaan Bhawan 
Zuarinagar 403 726 

(ii) Name and address of the undertaking, the role or part of which Aravali Fertilisers Limited 

is proposed to be taken over and the manner of takeover i.e. by Kamdhenu Ranthambore Industrial Area, 

acquisition of shares, acquisition of control or management Ranthambore Road, 

whether by the acquisition of the ownership of the undertaking Sawai Madhopur, 

or under any mortgage lease or under any agreement or other Rajasthan 322 001 

arrangement By way of Subscription/Purchase of share 

(hi) AAanagement structure of the applicant The applicant company is managed by a Board of 

Directors 

Authorised: 

Equity- Rs 1275 00 lakhs 

Preference; Rs 425 00 lakhs 

Rs 1700 00 lakhs 

Issued and paid up share Capital 

Equity; Rs. 1242.64 lakhs 

Preference Rs 40218 lakhs 

Add: Paid 
up amount 
on forfeited 

shares _ 06 lakhs 

Rs 1644.88 lakhs 

Authorised Rs. 140 crores 

Issued A paid up 

Equity Rs. 80.00 crores 

Manufacture & Sale of Fertilisers 

It IS proposed to invest Rs. 18 crores in the share 
capital of Aravali Fertilisers Limited inclusive ot 
purchase of seven shares from subscribers valued 
at Rs. 70/- 

(vii) Scheme of finance, indicating the source(s) of finance for the Internal accruals of the company 
proposed takeover 

2 Any person interested in the matter may make a representation to Secretary, Department of Company Affairs, Government 
of India, Shastri Bhawan, Dr. Rajendra Prasad Road, New Delhi, within 14 days from the date of publication of this Notice, intimating 
his views on the proposal and indicating the nature of his interest therein. 

Dated this 28th day of October, 1987 

B. B. Sharma 
Company Secretary 


(b) the undertaking proposed to be taken over 


(V) Lines of business of the undertaking which will or is likely to 
merge as a result of the proposed takeover 
(vi) Consideration for the takeover 


(iv) Capital structure of 
(a) the applicant 
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brought out a strong editorial condemn¬ 
ing the act of sati as barbarous and 
primitive. 

September IS: The high court accepted 
the application as a writ petition. The ad¬ 
vocate for the women’s groups, also a peti¬ 
tioner, argued out the case in a tense 
court. Justice Suresh Chandra Agarwal 
and Justice Panna Lai Jain directed the 
state government to take necessary action 
to ensure that no public function was held 
in Deorala on September 16. 

The chief minister released the first 
public statement calling the act ‘unlawful 
and improper’ on this day. A few women 
who had been part of the protest march 
vi.sited Deorala. 

September 16: People in large numbers 
converged on Deorala to witness and par¬ 
ticipate the chunri ceremony. The govern¬ 
ment took no action to prevent it. Instead 
it remained a helpless spectator. What was 
shocking was that a large number of 
MLAs cutting across party linkages 
attended the ceremony. 

The same evening the women’s group 
organised discussion on sati—its legal and 
social dimen.sions. A number of teachers, 
students, researchers, activists and lawyers 
who had not associated themselves with 
the protest so far. now joined the meeting. 
The issue highlighted in the discussion 
related to the social identity of women and 
her status. The point of serious concern 
was the glorification and support of the 
Deorala incident by some Rajput youths. 
A new twist to the entire problem had 
been given by declaring it as a matter of 
religious and communal pride. The com- 
plc.xity of the struggle was now apparent. 
It was unanimously felt that in the next 
few days efforts should be made to enlarge 
the forum for a positive dialogue. 

September 17: The following telegram 
was delivered at the Centre for Women’s 
Studies, University of Rajasthan, Jaipur: 

“Smt Margaret Alva, minister for 
w'omen and child development, has sent 
following message to state government of 
Rajasthan. Have read with deepest 
anguish'report of case of sati in Sikar 
district and the public response. We hope 
state government in taking earliest and 
sternest possible action against abbetors 
of crime as well as preventing the reported 
celebrations. Would be grateful if you 
could look into this personally and let me 
know of action taken. Would be grateful 
if public opinion against this could be 
aroused so as to prevent such occurences 
in future. Roma Mazumdar, secretary, 
women and child”. This was the first 
positive government response in the 
women’s protest movement. 

September 18: The women’s group 
received a message from the chairperson 
of the central social welfare board, 
Sasmita Srivastava to say that she and the 


minister of state for home affairs 
P Chidambaram were coming to Jaipur 
on the following day to meet people and 
inquire into the matter, to determine the 
nature of the intervention needed. By now 
Mrinal Gore (Janata party, Bombay) had 
issued a formal statement of condemnation 
whereas some members of the Rajasthan 
unit of the same party were taking the 
opposite stand. 

September 19: A meeting was held by 
the chairperson CSWB with the represen¬ 
tatives of the women’s groups, some men 
from other voluntary groups of Rajasthan 
and a few government representatives. A 
sympathetic hearing from her elicited a 
warm dialogue. Finally a revised memo¬ 
randum was drafted demanding short 
term as well as long term measures to the 
undertaken by the government. 

Among the measures suggested by the 
group in the memorandum the following 
related to short term action: 

(i) Punitive action against ministers and 
administrators responsible for the omis¬ 
sion and commission of the crime; (ii) The 
money collected by the Deorala trust was 
to be transfered to famine relief works. 

The long-term measures included: (i) 
Job opportunities for widows ought to be 
enhanced: (ii) social discrimination 
against widows or childless women to be 
treated as a cognisable offence; (iii) public 
functions glorifying the act of .sati such 
as the sati melas organised in different 
parts of Rajasthan to be banned. 

Later in the day the women’s groups 
met Chidambaram which lasted almost an 
hour. The groups were informed that four 
other arrests had been made that morning 
and assured that now the situation was 
under control and that no temple would 
be allowed to come up at the ceremation 
ground. 

That .same afternoon about 500 Rajput 
youths brandishing swords came in buses 
to Jaipur and drove through the main 
•streets of the city. 1 ater they went to meet 
the home n)inister. They were not stopped 
or checked by the police. Unhappy at the 
central minister’s firm stand against sati, 
they were reported to have had an angry 
meeting. A sangharsh samiti was forced 
to protect ‘sati dharma’. 

September 20: Threatening calls were 
received by some of the members of the 
women’s group. The Rajput demonstra¬ 
tions showed that the events were taking 
a strong communal trend. Action at this 
juncture by the women’s groups had to en¬ 
sure steering clear of fanning communal 
frenzy. The leaders of the sangharsh 
samiti had identified the Deorala episode 
as an event which symboli.sed Rajput 
tradition and glory. This was a dangerous 
turn. The group decided not to file a con¬ 
tempt of court against the state for allow¬ 
ing the chunri ceremony to be held. To 


continue in a more systematised manner 
the dialogue with women of different 
communities. In fact the dialogue in the 
existing rural women’s forums in different 
parts of Rajastha>i had shown very 
positive stands. Rural poor women had 
candidly come out against the practice of 
sati. They spoke in unmixed terms that no 
woman willingly wants to burn herself. 

A public meeting was held by Atal 
Bihari Vajpayee condemning whole 
hearfedly the glorification of Deorala in¬ 
cident and also, people of his party who 
approved of it. This added to the con- 
tradictary positions held bv the members 
of BJP. 

September 25-28: A few members of the 
group from Jaipur had by now visited 
Deorala to assess the situation there. On 
September 25 a group of women from 
various organisations in Jaipur went to 
Sikar to assist the formation of women’s 
organisation in that district. The local 
women Who had responded to this were 
very clear that the religious cover given to 
the entire episode was false. It was a cleai 
case of ‘murder’ and needed to be con¬ 
demned in iinmixed terms. However, it 
was obvious that a good deal of work was 
needed before these women could emerge 
as an organised voluntary gtoup. Mean¬ 
while, letters and phone calls started com¬ 
ing from women's groups of other parts 
of India expressing their solidarity with 
women in Rajasthan. An informal 
dialogue with .some women journalists 
writing foi national dailies was held by a 
few members of the women’s group. It was 
rcali.scd that the i.ssue had became more 
sensitive because of caste and religious 
factors. 

September 29: Women’s group met 
again to reflect on the recent 
developments that had taken place. This 
was necessary to decide on subsequent ac¬ 
tion needed. 

A joint action committee was formally 
constituted. The formal declaration was 
made. It read: ‘‘We condemn the atrocities 
on women committed in the name of 
religion or community”. It also stated that 
the basic issue in our struggle was that of 
women’s identity and status. It was sug¬ 
gested that signature should be collected 
from the silent supporters of this stand 
particularly from the Rajput community. 
An open discussion was planned for 
October 5 in Kanoria Mahila Mahavidya- 
laya to reaffirm its non-party character. 
It was also decided that a pamphlet giv¬ 
ing the women’s groups view on sati 
should be brought out by the group. This 
issue was receiving great attention by the 
national press, and it wa.s feared that the 
central position taken by the women’s 
group may become diffused. Many more 
women’s groups and citizens from dif¬ 
ferent parts of the country had re.sponded 


Economic and Political Weekly November 7, 1987 


1893 



to I his A tew women’s organisations in 
Delhi had also formed anti-sati commit¬ 
tees. A dialogue ensued between the 
groups in Jaipur and in Delhi. 

October I: To express a nation-wide 
solidarity in the struggle against .sati and 
to bring the issue into correct focus, a rally 
was planned for October 6. Several 
women parliamentarians from different 
political parties, voluntary groups in 
Delhi, Ahmcdabad and other parts of Ra¬ 
jasthan informed the Jaipur group that 
they wish to participate in such a rally. 
Thus the joint action committee on Jaipur 
set about planning for this rally. 

October 2: The state government issued 
an ordinance against sati on the directive 
of the central government. The manner in 
which the oridnance was brought, with 
the Rajasthan Legislative As.scmbly being 
prorogued abruptly, was questioned by 
some members. But the content of the or¬ 
dinance was supported wholly by the joint 
action committee in Jaipur. They express¬ 
ed their view that it should have brought 
national ordinance. 

October 3: A meeting of the joint ac¬ 
tion committee planned the details of the 
October 6 rally (a) the march would be 
silent, (b) no political party banner or 
institutional banner would be allowed. 

(c) nobody would be paid even for tians- 
port; it had to be centirely voluntary, 

(d) the speakers in the meeting after the 
rally would be as follows: One rural 
woman, one from the basti, two from the 
university, two men who have supported 
the cause and two Rajput women who 
have openly condemned of the event. All 
the speakers would be from Rajasthan, 

(e) no political party would be given a 
forum. Nor would outside participants 
take the platform. Their support would 
be appreciated in any other manner. 

October 5: The open discussion at 
Kanoria Mahila Mahavidyalaya had 
speakers from different parts of Rajasthan 
and representatives of women’s groups 
from Delhi, Nagpur and Pune. The most 
remarkable participation was from male 
professors from Rajasthan university, 
representatives of voluntary groups and 
theatre groups. 

Help was pouring in from all quarters. 
The posters and pamphlets were printed 
with great speed and free of charge by 
Rajasthan Adult liducation Association 
as their contribution. A number of peo¬ 
ple rose to the occasion without any osten- 
sive di.splay of their identity and worked 
round the clock in sticking the posters. 
Even shopkeepers helped. 

October 6: The women’s rally of over 
3,000 participants marched through the 
streets of the walled city of Jaipur reaf¬ 
firming ’hrough their banners that the 
issue was that of women’s dignity and 
identity. They also reasserted the stand 


that religion and caste must not be used 
to exploit women. More than 25 organisa¬ 
tions from Rajasthan and 31 from 
Ahmedabad, Pune, Nagpur and Delhi 
participated. The rally concluded with a 
public meeting. Norti Bai a villager from 
Ajmer district held the state government 
responsible for its failure to deal with the 
Deorala sati episode. Laxmi Kumari 
C'hundawat, a writer and a former MLA 
said that the burning of widows was a bar¬ 
baric act and no religion gave sanction to 
it. Dwivedi, Sanskrit .scholar challenged 
any one to prove that the Shastras ad¬ 
vocated sati. 

Two major issues have emerged as 
crucial—one pertaining to the language 
of description and the other, to the educa¬ 
tional system. 

Why was the live burning of a girl 
described as ‘sati’ and not as ‘murder’ 
even in the first press reporting? Even if 
the overt ‘form’ of a widow being dressed 
up and taken to the funeral pyre with 
o.stentatious celebration camouflaged the 
crime for the .simple-minded, tradition- 
oriented villagers, why was the official 
perception not that of a violation of law? 
The statement from government func¬ 
tionaries that this is a ‘.sati’ incident which 
is a matter of ‘dharma’ reflected a choice 
of words which evoked a .set of predictable 
responses. ‘Sati’ is a word of approval in 
the Indian vocabulary. It prescribes 
respect and homage, (t is also a word 
which excites hope and expectation of 
miracles. In a society where individuals 
feel they are unable to control and alter 
their day to day reality/existence, the 
po.ssibility ol intervening in the futuie by 
a miracle has an obvious hue. 

It was therefore, not inexplicable that 
thousands travelled to Deorala to get at 
least a pinch of ashes from the cremation 
ground. It was not that these people need¬ 
ed ‘education’ and ‘training’ The lault lies 
elsewhere, in the sanction that is bestow¬ 
ed on a crime by calling it ‘sati’ and then 
delegating it to the area of ‘dharma’. These 
words fuel and support predictable re.s- 
ponses. The power of words to touch deep 
seated attitudes and create a mist in which 
visibility is almost nil is not a surprising 
phenomenon. History has recorded it 
many times. It has parallels not only .in 
other parts of India but the world over. 
The relegation of the ‘sati’ issue to the 
realm of religion and then to caste pride 
created exactly the kind of chaos that was 
necessary for the use of power, politically 
and economically. 

Again, the episode cannot be viewed as 
emerging out of an ‘illiterate’, backward 
situation. Ironically, not only are Roop 
Kanwar’s family and Maal Singh’s father 
‘educated’ (in the conventional sense of 
the word) but she too had received for¬ 
mal education ufho class ten. This is com¬ 


paratively a rare phenomena in rural 
Rajasthan where women’s education is a 
very low priority. This exposes the 
hollowness of the entire educational 
engagement which leaves the basic at¬ 
titudes completely untouched. 

The climax of the horror story in fact 
lies not in Deorala, or even in other parts 
of Rajasthan. It lies in the elitist, ‘dis¬ 
tanced’ quarters. It is from the urban 
educated elite that the oft repeated ques¬ 
tion came: “Did Roop Kanwar commit 
sati of her own wll or was she forced?” 
If, even at this level, the absolute ir¬ 
relevance of the question is not clear and 
if, even here, the condemnation or ap¬ 
proval of the event rests on an answer to 
this question, then the focus of action has 
to be deliberated upon with great care. A 
simple rejection of the chief minister of 
Rajasthan and his government would 
delight the opposition parties. A 
systematic and sustained dialogue on this 
issue of widows, their identity (should 
they always be,'described as widows?) and 
their status needs to be carried on at all 
levels just us much as the even more sen¬ 
sitive issue of religious sanction, liiiless 
the matter is brought out in the open and 
talked about, its supercharged emotive 
character will not wear off and rational 
decision making will always stand in 
danger of being swept away by the mere 
chanting of a few words. 


Osxval A^ro Aliils 

OSWAl AGRO MILLS had bought over 
Jagatjil Sugar Mills and announced the 
first phase ol modernisation and expan¬ 
sion of the sugai complex, envisaging 
increa.se in crushing capacity to 4,000 
tonnes Irom 1,200 tonnes per day. 

Oswal Agro Mills has also plans to 
manufacture from molasses 60,000 tonnes 
of industrial alcohol per day which, in 
turn, will be utilised to turn out high value 
added products such as vinyl acetate 
monomer, polyvinyl alcohol and polyvinyl 
acetate. The programme of modernisation 
and expansion of the sugar mill and diver¬ 
sification of the complex which will in¬ 
volve a capital expenditure of Rs 50 crore 
will be completed by October 1988. The 
turnover of this unit of the company is 
expected to cross Rs 75 crore after the 
completion of the programme. 

The company has recently signed a 
memorandum of understanding with a 
government of India enterprise for setting 
up jointly a project near Bombay for the 
manufacture of 10,0(X) tonnes per annum 
of MDl (methyl diphenyl isocyanate) used 
in the production of polyurethane, in¬ 
volving a capital outlay of Rs 125 crore 
and a saving of foreign exchange of at 
least Rs 75 crore. 
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Indian Industrialisation: Strategy 
Changes and Issues for Research 

Mridul Eapen 

The seminar on Indian Industrialisation at the Centre for 
Development Studies, Tlivandrum, dealt with (i) certain macro 
aspects such as industrial growth, productivity, efficiency, 
technology and competitiveness; (ii) industry-specific performance 
and problems; and (Hi) the political economy of industrialisation 
in terms of the relationship between State and Capital, Indian and 
foreign. A report. 


THERE is a widely held view in official 
and some academic circles that the in¬ 
dustrial and related policies pursued since 
the fifties have been largely responsible for 
the poor performance of Indian industry. 
It was primarily on this premise that the 
early eighties saw basic changes in policies 
regarding industrial licensing, taxation, 
trade, technology, monopoly, foreign col¬ 
laboration, etc. The thrust of these 
changes was towards greater economic 
liberalisation in terms of enlarging the 
scope for relatively unfettered expansion 
of the private .sector and opening up of 
the economy to external competition and 
multinational enterprises. 

It was in this context that the Centre for 
Development Studies, TVivandrum, or¬ 
ganised a seminar on Indian Industrialisa¬ 
tion between June 9-12, 1987 (sponsored 
by the Planning Commission and the In¬ 
dustrial Development Bank of India) to 
examine some macro aspects and the 
status of selected industries, focusing on 
the rationale, strategies and implications 
of receru policy measures. Economists 
from different parts of the country, 
representatives from the Planning Com¬ 
mission, CSO and IDBI participated in 
the semir^ar. The discussions dealt with 
(i) certain macro aspects such as industrial 
growth, produaivity, efficiency, technology 
and competitiveness; (ii) industry specific 
performance and problems; and (iii) the 
political economy of industrialisation in 
terms of the relationship between state 
and capital, Indian and foreign. 

Macro Aspects 

Using data on consumption of durables 
such as bicycles, radios, TV sets, gas 
stoves, pressure cookers, watches, etc, 
based on an NCAER survey in 1987 and 
making certain assumptions to generate 
an asset structure for households a decade 
back, Ashok Desai in his paper on In- 
dustnal Growth Rate argued that there 
was a rapid growth in the proportion of 
population consuming such items. On this 


evidence he concluded that the proportion 
of poor was declining. However, official 
output estimates either represented only 
a fraction of the purchase figures in the 
case of certain durables or none at all'in 
the case of some others. This was related 
to the fact that many of the.se durables 
were being produced by small firms whose 
coverage was partial or nil in output 
statistics. Desai made a rather .strong 
observation that what was witnessed in 
the post mid-sixties period was not in¬ 
dustrial deceleration but a change in the 
market structure: decline of large firms in 
the face of increasing competition from 
small firms. 

In the discussion it was generally felt 
that Desai’s assertions were too strong and 
based on very tenuous data. Prabhat 
Patnaik questioned the NCAER data on 
purchase of consumer durables which had 
already been subjected to severe criticism, 
as also the methodology used in building 
up an asset structure for households in 
1976 based on an assumed age structure 
of the durables. Hence, to draw inferences 
on poverty and inequality or estimates of 
industrial output on such a vulnerable 
data base was highly questionable. Some 
of the participants pointed to other 
evidence suck as per capita availability of 
foodgrains, in particular pulses and cloth 
which certainly did not indicate an im¬ 
provement in the levels of living of the 
large mass of people. No doubt, some 
shift in consumption structure had occur¬ 
red but to assume a steady and rapid 
expansion of the market for consumer 
durables was open to question. It was also 
felt that the growth of small firms without 
talking into account their high mortality 
rate could be misleading. 

On the question of productivity/effi- 
ciency in Indian industry both B N Goldar 
and H Drabu in their papers cautioned 
against drawing inferences regarding fac-' 
tor use efficiency on the basis of total 
factor productivity growth (TFPG) or in¬ 
cremental capital output ratios (ICORs). 
Goldar argued that a declining TFPG as 
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estimated by most other studies did not 
conclusively suggest declining factor ef¬ 
ficiency primarily because of the way in 
which outputs and inputs were measured, 
in particular capital stock. While the 
others did not correct the capital series for 
discarding of assets, he assumed an annual 
rate of discarding of assets at 2 per cent 
per annum. TFPG revealed inter temporal 
variations; it was 1.3 per cent during the 
period of rapid industrial growth, 
1956-65; fell to 0.3 per cent in the period 
of deceleration, lS>65-75 and rose sharply 
to 2.0 per cent in the post 1975 period of 
recovery. Also his regression model show¬ 
ed a strong positive relationship between 
growth in agricultural production and 
TFPG. However, inter industry and inter¬ 
national comparisons in TFPG did not 
present a very optimistic picture even 
allowing for data limitations. 

In the discus.sion Isher Ahluwalia refer¬ 
red to the difference between her own and 
Goldar’s estimate of TFPG from 1959-60 
to 1979-80 and attributed it to differences 
in coverage, deflation procedure and in 
particular the discarding of capital assets, 
though the rationale in respect of the 
latter was not clear to her. She found it 
significant that Goldar’s temporal series 
indicated a turn around since the mid¬ 
seventies. It was also observed that in the 
international comparison, the position of 
Indian industry would have been worse if 
TFPG was measured with output as in 
•other countries and not value added. 

’ The implications of increasing ICORs, 
primarily on account of the public sector, 
for factor use efficiency were examined in 
Haseeb Drabu's paper. It emphasised the 
conceptual problems with using such a 
ratio (underlying which is the Harrod- 
Domar model of growth) as also its 
methodological limitations. As pointed 
out in Goldar’s paper, the real problem 
was with estimating capital stock. After 
a detailed investigation of the relevant 
data, his results showed that contrary to 
popular belief, ICORs for the public sec¬ 
tor as a whole had declined secularly and 
had not raised the ICOR for the economy. 
This was primarily on account of the shift 
in public investment within industrial 
categories; share of non-departmental 
enterprises vis-a-vis departmental enter¬ 
prises and administration had risen sharp¬ 
ly. This implied a change in the asset 
structure of public investment away from 
construction to machinery and equipment 
which tended to lower ICORs. 

Prabhat Patnaik observed that the con¬ 
clusions reached in the paper had a bear¬ 
ing on some of the key questions being 
raised in the seminar, apart from which 
it was doubtful whether ICORs repre¬ 
sented factor productivity at all. He fully 
agreed that the ratio was conceptually in- 
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adequate and felt that though this was 
recognised in the paper, a detailed critique 
was still lacking. An interesting discussion 
ensued on the problems of evaluating 
public sector' output wherever actual 
prices contained an element of subsidy 
vis-a-vis private sector output. 

Coming to the issue of competitiveness, 
R G Nambiar and Rajesh Mehta, using 
the ‘relative price’ method of measure¬ 
ment, dealt with inter temporal and inter 
spatial competitiveness of Indian industry. 
On the basis of price relatives of 43 com¬ 
modities they showed that unit values had 
risen much faster than domestic prices in¬ 
dicating an improvement in the price com¬ 
petitiveness of the industrial sector. Hence 
they questioned the empirical premise of 
the recent policy prescription of opening 
up the economy and exchange rate adjust¬ 
ments for increasing competitiveness 
(underlying which was the assumption of 
a neo-classical world of perfect competi¬ 
tion, perfect foresight and perfect factor 
mobility, etc). 

Mrinal Datta Chaudhari commenting 
on the paper observed that what was cur¬ 
rently meant by the neo-classical approach 
had left far behind some of the original 
assumptions mentioned in the paper It 
was difficult to comprehend the usefulness 
of relative price comparisons unilci taken 
in the papir; that India’s export market 
share in most products remained low 
dcNpiie lower pricc.s, was well known. The 
reason why prices did not mutter was 
bccau.se of the poor quality control and 
guarantee of Indian products. 

Sushil Khanna too in his paper express¬ 
ed doubts on the efficacy of the proposi¬ 
tion that high levels of protection and em¬ 
phasis on domestic market in the earlier 
regime of controls had made Indian in¬ 
dustry non-competitive. While certain ir¬ 
rationalities of control were not defended, 
he argued that there were economic and 
structural reasons why technical change 
had been slow or absent in several Indian 
industries. The point was illustrated with 
three case studies; textiles and textile 
machinery, sheet glass and jute industries. 
It was contended that the success in ab¬ 
sorbing imported technology and develop¬ 
ing local supplies of components had 
made the production of conventional tex¬ 
tile machinery one of the most efficient 
and cost competitive in the world. 
Howevci import liberalisation in recent 
years had made Indian firms to look for 
advanced technology from transnational 
oligopolists which had made the second 
generation cf textile machinery in India 
relatively more expensive compared to 
world prices. He therefore cautioned 
aglonst the recent pokey thrust of ‘forced’ 
.ipIBidernisation without an understanding 
the structural features of particular 

dustries. 


Padmini Swaminathan’s paper posed 
the further question whether liberalised 
import of machinery and capital equip¬ 
ment would raise the technological 
dynamism of the importing firm. Her 
study of the TVS group of companies 
tended to indicate otherwise. Liberal ap¬ 
provals granted by the government for 
renewal of foreign technical and financial 
collaboration in the case of most of the 
units in this group had not only led to 
continued payments in terms of royalty, 
technical fees, etc, but had also thwarted 
any attempts at establishing domestic 
R and D, in particular of an innovative 
type. 

The role of technology and modernisa¬ 
tion at the micro level as seen from expen¬ 
diture on R and D and more importantly 
the import of plant and machinery in 
determining an industry's performance 
was examined by N S Siddharthan. He 
cautioned that this role for a developing 
economy was not clear. Not all parti¬ 
cipants in the industry may gain by it. The 
paper identified two strategic groups viz, 
the public limited companies and the 
private limited companies, the former be¬ 
ing characterised as relatively larger firms. 
While expenditure on modernisaiion 
heni'fif.-u !hc public liiruiLd companies in 
teinis III -ales, piofitability. etc, it adverse 
l\ atlecled the growth and perfonnanec 
of private limited companies. 

In the discussion U Shankar pointed 
out that more research was needed to pin¬ 
point what really thwarted domestic 
R and D efiort. especially gucii the fact 
that a group such as TVS was so i.ooura- 
bly placed. Another view was that com 
petition in technology was different from 
competition in the product market. Hence 
the determinants of the decision to invest 
in R and D needed to be studied. There 
was a view that R and D effort of TVS 
was being underestimated—efforts at 
adaptive research also represented 
technological capability of a firm and the 
R and D expenditure of the group was 
much higher than the industry average. It 
was also suggested that measurable 
characteristics of performance variables 
of R and O activity need to be devised. 

Also examining the rationale of the new 
liberal policy of the government, C P 
Chandrasekhar’s paper attempted to 
show, with a rigorous empirical analysis 
in respect of two major industries— 
capital goods and synthetic fibres—that 
there was nothing by way of concrete 
evidence to establish a link between con¬ 
trols and inefficiency. His analysis of 
capital goods industries traced the fun¬ 
damental problems to the high cost of raw 
materials allowing for which the differen¬ 
tial between domestic and international 
prices was negligible. In the case of syn¬ 
thetic fibres where a tariff regime was 


operative rather than quantitative restric¬ 
tions (not the typical import substitution 
case) a combination of misconceived tax 
policy and inefficient production primari¬ 
ly due to small sized plants were found to 
be the major factors rendering the Hbres 
very expensive in the domestic market. 
The author argued that ‘inefficiency’ bred 
by a protectionist regime was by no means 
all pervasive Liberalisation in such a con¬ 
text did not improve efficiency but merely 
led to increased unutilised capacity. 
Besides, TNCs had used liberalisation for 
‘dumping’ their goods in the Indian 
market. Hence Chandrasekhar argued 
that the causes of inefficiency were by no 
means the result of state control, rather 
the fall out of inadequate control which 
left certain crucial aspects of the invest¬ 
ment decisions to be determined by 
market forces. 

Initiating the discussion Ashok Desai 
argued that Chandrasekhar’s analysis 
shifted the blame for India’s poor perfor¬ 
mance from the policy regime to the 
nature of Indian capitalists, forgetting 
that the latter's behaviour was often 
shaped by policy itself. .Nor was a study 
of particular industries an appropriate 
framework of analysiN for a sirateuy 
whose aim was structural adjustment. 
Although it was pointed out by othcis that 
the earlier attack on import substitutive 
industrialisation policies was spearheaded 
by industry-specific investigations, there 
was a general consensus that the policy of 
liberalisation should be assessed at a more 
macio level. A major consequence of 
liberalisation could be that a sizeable 
deficit in balance of payments would have 
to be financed by external borrowings over 
a long period with its political and 
economic consequences. It was clear from 
the discussion that none of the partici¬ 
pants felt that the policy regime was 
flawless; the issue was really the type of 
regulation/intervention that was necessary 
to make the industrial sector more 
efficient. 

Another important macro aspect which 
most participants felt was touched upon 
very inadequately at the seminar was In¬ 
dustrial Employment and the Industrial 
Working Class. N Chandra Mohan’s 
paper was the lone attempt to study the 
nature of changes in the urban labour 
market over a relatively long period of 
time, 1961-81. His earlier study for 1971 
at the macro level had revealed that the 
unorganised sector absorbed almost half 
the urban workforce, concentrated in 
trade, construction and manufacturing. 
Due to non-availability of similar data for 
1981, only the changes in the occupational 
distribution of the urban workforce bet¬ 
ween 1961-81 had been analysed. These 
pointed to new trends in manpower 
deployment: skilled and modern occupa- 
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tional categories like metal and chemical 
processors, machinery fitters and assemb¬ 
lers, transport equipment operators, 
rubber and plastic product makers had 
gained strength both absolutely and 
relatively white ‘traditional* occupations 
in industry had declined. 

in the discussion Ramachandran Nair 
pointed out that detailed knowledge of 
various inter dependent aspects of 
employment in the urban informal sector 
was necessary to gain a proper understan¬ 
ding of it; in particular the position of 
own account employment in this sector, 
it was also observed that, the shifts in 
occupational distribution of the workforce 
indicated sigtiiHcant changes in the nature 
and organisation of economic enterprises 
in urban India towards higher forms of 
industry though the pace of change was 
not very rapid. 

iNDtJSTRY-SPtClFIC ISSUES 

The seminar discassed issues relating to 
major industries whether use-based or 
input-based, constituting the Indian in¬ 
dustrial structure. To some extent the 
choice of industries was determined by the 
fact that they had come in for substan¬ 
tial policy changes since the early eighties. 

In Ihrun Das’s paper on the iron & steel 
industry the comparative data on certain 
financial ratios in respect of public sec¬ 
tor SAIL plants and the private sector unit 
TISCO indicated that the performance of 
the former was relatively poor. The prin¬ 
cipal advantage of TISCO originated in 
consumption of raw materials, which con¬ 
stituted about 19 per cent of its total 
earnings as against 4S per cent for SAIL. 
A multi regression model to estimate pro¬ 
ductivity of investment and other factors 
in steel making, inter alia indicated that 
gross block had a negative impact on out¬ 
put. The general conclusion was that cost 
of producing steel was very high in India 
and steel plants must update technology 
to increase their efficiency and 
productivity. 

The discussion led by Chiranjib Sen 
centred around the reliability of the data 
used in the paper, specification of the 
regression model and the validity of com¬ 
parison of public sector vis-a-vis private 
sector enterprises on the basis of finan¬ 
cial performance. Some defended the use 
of balance sheet data and argued for mak¬ 
ing the accounting system more amenable 
to such comparisons. 

Voluminous, but useful data on past 
trends in, and present status of, produc¬ 
tion and consumption of electronics in 
India was put together by Ranjit Dhar 
which brought out: (a) concentration of 
consumer electronics in the small scale 
sector; (b) low consumption of CUE im¬ 
plying a low degree of electronification; 


(d) high import dependence of the com¬ 
ponent sector; and (e) poor performance. 
The Indian strategy was the development 
of electronics to meet domestic demand 
and the limited size of the market 
therefore acted as a serious constraint. In 
order to sustain a modest growth rate of 
electronics industry, Dhar suggested a 
perspective plan, dehning the objectives, 
priorities and programming the invest¬ 
ment taking into account foreign exchange 
availability and other constraints. 

K J Joseph’s paper took the line of 
understanding the growth of the elec¬ 
tronics industry in terms of its underlying 
strategy, lb focus sharply on the relation¬ 
ship between strategy and growth a com¬ 
parison was made with S Korea whose 
strategy we are trying to emulate The dif¬ 
ferential growth performance of the in¬ 
dustry as between the two countries was 
explained primarily in terms of market 
orientation, import of capital and 
technology and such other elements of 
strategy. 

In the discussion, Sudipto Mundle cau¬ 
tioned against too much emphasis on the 
problem of limited market and low 
volume of production, lb him the more 
interesting question wqs; what could be 
done to improve efriciency given the 
restricted market. He felt that there was 
no guarantee that larger markets alone 
would ensure greater efficiency: To il¬ 
lustrate, the high prices of TV sets had 
persisted despite the high production levels 
in the last few years. Mundle agreed with 
K J Joseph that the policy regime was a 
major contributor to inefriciency though 
this did not imply that S Korean type 
policies would be workable in India. In 
the discussion it emerged that it was 
necessary to identify thrust areas since 
India could not afford the kind of 
R and D outlays required to be at the 
technological frontier of electronics. Also 
its growth was linked to other in¬ 
dustries/sectors e g, defence, telecom¬ 
munications, automobiles, etc, and there 
was a need therefore to have a national 
policy on it. A question was raised as to 
what self reliance really meant; there ap¬ 
peared to have been an overemphasis on 
indigenisation. Some felt that the com¬ 
parison with S Korea was overdrawn; its 
experience was irrelevant to India owing 
to differences in the politico-economic 
conditions. It was underlined that what 
was more important in the Korean-lndian 
type comparison was the role of trade as 
a vehicle for technological learning rather 
than its role in earning foreign exchange. 

The efriciency of another capital goods 
industry, machine tools, was sought to be 
examined in terms of age in the paper by 
P Mohanan Pillai and K Sreenivasan 


surveys. Although productivity of this in¬ 
dustry was stagnant or falling, it was 
found that Indian machine tools were of 
relatively newer vintage when compared 
to similar data for developed countries. 
An explanation to this phenomenon of 
young machine stock co-existing with 
lower productivity was offered in terms of 
strategy of diversification, import of 
technology, organisation of production, 
etc. 

In the discussion Mundle argued that 
age of capital stock did not necessarily 
reflect the age of technology embodied in 
it, a point which was echoed by many par¬ 
ticipants. He repudiated the belief that 
Indian machine tool producers were gross¬ 
ly inefficient quoting studies which show¬ 
ed that 60-70 per cent of the price dif¬ 
ferential between domestic and foreign 
producers could be attributed to high raw 
material costs and indirect taxes. There 
was a reference made to the neglect of 
CNC machines in India because: (a) else¬ 
where in the world the demand for CNC 
machine tools had come from user in¬ 
dustries which was not the case in India; 
and (b) a large segment of Indian output 
was in the small scale sector which was 
slow to introduce CNC machines on 
economic grounds. 

Coming to the motor vehicle industry, 
the paper by D Narayana, M Eapen and 
C Muicerjee focused sharply on the im¬ 
plications of recent policy changes in this 
industry to assess their adequacy in im¬ 
bibing the desired competitiveness. The 
two main aspects taken up for discussion 
were; (a) the technical dynamism of the 
industry; and (b) the inter-relationships 
between the vehicle assemblers and the 
automotive component makers. On the 
strength of the findings it was concluded 
that the policy changes were ad hoc and 
lacked a clear thrust. Some of the results 
were already there to see: a substantial 
number of new units with foreign col¬ 
laboration had turned sick especially in 
the LCV and 2-wheeler segment whereas 
the emerging market leaders were growing 
in strength. Also, the shift in emphasis 
from medium and heavy commercial 
vehicles to cars and two wheelers seemed 
to be contradictory to the accepted policy 
of urban transport development on the 
one hand and the policy of curbing con¬ 
sumption of petroleum products on the 
other. 

In the discussion D U Sastry raised cer¬ 
tain questions that remained unanswered, 
viz, extent of bought out components; the 
degree of financial participation by main 
vehicle assemblers in the ancillaries and 
the relationship between the 2-wheeler 
producers and component makers. A view 
was expres.sed that the process of indige- 
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nisation alleged to be slow in the new 
phase of collaborations was not unduly 
so, with the exception of Maruti Udyog 
which needed a closer investigation. 

With respect to the intermediate goods 
sector, a paper on long run supply model 
of oil wa.s presented by Ramprasad 
Sengupta. The problem had been modeled 
as an optimisation exercise within a linear 
programming (LP) framework where the 
total cost of meeting a set of demands for 
oil and natural gas in the terminal year 
of the planning period was minimised 
subject to a number of technical, 
economic and strategic constraints. In the 
objective functions the cost coefficient in¬ 
corporated the assumption that all capital 
costs incurred before the base year were 
•sunk costs’, so that the commissioned 
projects had only operating costs and for 
other projects at each .stage of develop¬ 
ment, corresponding components of 
capital costs were added on. Each project 
could be implemented with two types of 
technology namely with or without EOR 
(extended oil recovery). The model also 
provided for the maintenance of a 
specified reserve to production rates in the 
terminal period. 

Chiranjib Sen drew attention to two 
specific features of the model (1) the con¬ 
straint set was so designed that each pro¬ 
ject in the optimum mix would operate 
only at the output level specified in the 
project design, and (ii) the a.ssumption 
about sunk costs would generally mean 
that the solution was likely to favour ex¬ 
isting and ongoing projects quite con¬ 
siderably. These features were ques¬ 
tionable on economic grounds. It was 
pointed out by others that determination 
of costs in such a complex and diversified 
activity was a very ticklish problem. 
Another point raised was that since the 
nature of demand for oil in India was not 
primarily as a fuel for automobiles but for 
domestic uses like kerosene, LPG, etc, the 
model should take into account the 
technological incapability of converting 
gas into oil. It was also suggested that 
energy intensive industries should be 
developed at the source of location which 
happened to be mostly in underdeveloped 
regions like the North Eastern part of 
India. 

The second of the intermediate goods 
industries discussed was the tyre industry. 
In the paper by Gita Sen an attempt was 
made to analy.se performance of the in¬ 
dustry within the structure—conduct— 
performance paradigm based on the em¬ 
pirical application of the Cowling- 
Waterson model of the inter-relations bet¬ 
ween industrial concentration, price-cost 
margins, collusive behaviour and demand 
conditions. Using detailed firm level data 
on costs and revenues the paper estimated 


a regression equation for the industry 
relating the margin to the Herfindahl in¬ 
dex of concentration. The paper also ad¬ 
dressed the policy question whether high 
margins could be attributed to collusive 
practices or greater cost efficiency. Accor¬ 
dingly it employed a methodology to 
‘split’ the margin into collusive and non- 
collusive components. 

In the discussion V K Chetty observed 
that a|5plication of game theory required 
that all players observed the rules of the 
game. However, in India an industrialist 
could possibly change the rules of the 
game if he did not like them by using his 
political clout. Another constraint in the 
Indian context, pointed out by others was 
the infeasibility of treating entry barrier 
as one of the strategies, since government 
decided entry through its licensing policy. 
There was a view that complications 
might arise in the model as the degree of 
collusion was related to demand elasticity 
for the industry's output. The different 
price output configurations over a time 
series could be due either to the degree of 
collusion or shift in the demand curve or 
both. The independent effects of these 
two faaors were not captured in the model. 

The two industries in the consumer 
goods sector, on which papers were 
presented were the cotton textiles and 
paper industry. On textiles, Omkar 
Goswami examined the structure of 
household demand fq,r textiles using the 
LES system, and the mill versus power- 
loom issue, both of which had significant 
policy implications. He estimated l.ES 
(limited to textiles) using pooled, time 
series, cross sectional group mean data 
from the Consumer Purchase of Textiles 
for the years 1974-83. The relevant direct 
and cross price elasticities of cotton, syn¬ 
thetic and blended textiles were obtained 
which were relatively much higher for 
non-cotton fabrics as was indicated by the 
shifting consumer preference in favour of 
the latter. Hence the author argued that 
substantial reduction in prices of the lat¬ 
ter would lead to large increases in per 
capita consumption. Alternatively, a 
transfer of incomes to the lowest income 
group would have an even more favoura¬ 
ble impact on demand for textiles. On the 
supply side the author saw the growth of 
the powerloom sector as the most signifi¬ 
cant change which he explained largely in 
terms of the inability of mills to moder¬ 
nise. Powcrlooms had been actively pro¬ 
moted by mill owners and had grown 
phenomenally because of lower cost, 
primarily wages vis-a-vis mills and greater 
efficiency compared to handlooms besides 
creating a vast employment potential. 
Hence powcrlooms should be given all 
freedom to grow. 

In the discussion, led by D U Sastry, 


doubts were expressed on the reliability of 
CPT data which Goswami had used. It 
was argued that growth of powcrlooms 
could not be explained entirely in terms 
of lack of modernisation by mills; other 
factors such as excise concessions/reser¬ 
vations and the recent Bombay mill strike 
were also responsible. A lively discussion 
followed on the interpretation of efficiency 
with respect to powcrlooms as used in the 
study. The efficiency of powcrlooms was 
questionable since labour in powerlooms 
was exploited as revealed by Goswami’s 
own data (being paid only about one-third 
of the wage in organised sector) and there 
was large scale evasion of taxes in this sec¬ 
tor. Another ob.servation was that efficien¬ 
cy at one extreme was being defined in 
terms of employment generation and at 
the other in terms of productivity. There 
was a general feeling that the criteria to 
be used for efficiency for each of the 
segments of the textile industry needed a 
serious reconsideration. Some speakers 
vehemently opposed the championing of 
the powerloom sector. 

Alka Subrahmaniam’s study on the 
paper indu.stry attempted to explain the 
phenomenon of several new entries of 
small firms into the industry since the 
seventies despite the existence of con¬ 
siderable excess capacity. She held govern¬ 
ment policy responsible for this; small 
mills which had been favoured in terms 
of excise concessions provided keen com¬ 
petition to'largc mills despite higher unit 
cost of production reducing the latter’s 
incentive for reinvestment and modernisa¬ 
tion. Hence she argued for a more rational 
tax structure—proportional excise rates 
such that average tax rate was constant 
across all production levels. 

Sastry who led the discussion was of the 
opinion that the recommendation for a 
proportional excise duty rate would need 
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reconsideration given the possibility that 
economics of scale were in fact in favour 
of the big mills. 

PoLiriCAL Economy or- 
Industrialisation 

This session attempted to focus on the 
changing relationship between foreign and 
Indian capital and toween the State and 
capital. 

Raman Mahadevan’s paper examined 
some of the broader aspects of the rela¬ 
tionship between indigenous and foreign 
capital in colonial Madras. The paper 
highlighted the significant changes in the 
relationship from around the early 1940s 
viz (a) the gradual mutation of the pro¬ 
nounced anti-colonial position of Ikmil 
capital characteristic of the preceding 
period; (b) a distinct heightening of con¬ 
tradictions between sections ol Ihmil 
capital and indigenous capital from the 
advanced region of the North. This was 
sought to be explained in terms of a com¬ 
plex of constraining factors which had the 
effect of obstructing Tamil capital from 
finding adequate outlets lor channelising 
its surplus. It also tended to strengthen 
their perception of fear and threat to the 
possible erosion of their hegemony over 
the regional market in post independence 
India. 

Sudipto Mundle pointed out that cer¬ 
tain questions remained uiianswcreU, such 
as the reasons for outward movement of 
South Indian capital to East Asian coun¬ 
tries, and the legionalisation of capital in 
post Second World War period. It was not 
very clear what explained the ‘boom’ 
situation-in Madras during the depression 
period while capital in the rest of the 
country was facing a crisis. It was pointed 
out that this was partially on account of 
the ch.ingcs in the Indian industrial scene 
and partly on account of certain favoura¬ 
ble factors specific to the region. There 
was a view that it would be wrong to at¬ 
tribute conflict between South and North* 
Indian capital in terms of perceived fear 
of the former. However, it was pointed out 
that sufficient archival evidence existed 
which suggested a North-South corillict; 
as ob,served in the case of air craft, 
autqmobile industries, textile machinery 
manufacturing and sugar. 

Studying the relationship of competi¬ 
tion and collaboration between foreign 
private capital and fractions of Indian 
capital, particularly the big bourgeoisie 
Kamal Chenoy’s paper examined the in¬ 
dustrial policies formulated at the na¬ 
tional level in the post-independence 
period. At independence the two groups 
of the big bourgeoisie, viz, those 
represented in ASSOCHAM and FICCI 
had no common consistent and shared 
anti foreign capital attitude. From 1954 


onwards there was a steady convergence 
of views between the two groups, increas¬ 
ingly seeking to influence the government 
to further liberalise the entry of foreign 
capital. The July 1980 statement, by ex¬ 
plicitly reducing the role of the public .sec¬ 
tor, marked the beginning of a process of 
increasing privaiisation of the economy 
accompanied with foreign collaboration 
capital. While FICCI and ASSOCHAM 
had .largely welcomed these changes, the 
AIMO representing the medium bour¬ 
geoisie and the FASIl representing the 
small bourgeoisie had been extremely 
critical and even oppo.sed to many of these 
measures. 

Leading the discussion, K K Subrahma- 
nian pointed out that changes in industrial 
policy had lo be viewed not merely as the 
outcome of pressures exerted by one fac¬ 
tion of the bourgeoisie or the other on the 
slate but against the broader canvas of 
changes taking place in industry and 
technology all over the world and 
specifically within Indian indu.stry itself. 
The questions raised included (i) whether 
the increase in concentration resulted in 
strengthening of the Indian bourgeoisie 
and/or increased pre.sence of foreign 
capital; (ti) whether the state was in a posi¬ 
tion to build countervailing forces; and 
(iii) should not foreign capital be seen also 
as a heterogeneous entity. Others pointed 
out that measurement of concentration of 
capital was problematic and increase in 
a.ssets by itself was far from being an ade¬ 
quate index of measuring it. Moreover, 
concentration of wealth had to be viewed 
in relative rather than absolute teims. 

Coming to the relationship between 
capital and the state, Sanjaya Baru focus¬ 
ed on state and industrialisation in post 
colonial India. The first half of the paper 
restated the conventional Marxian posi¬ 
tion of the influence of big bourgeoisie, 
big landlord alliance over the state ap¬ 
paratus. However, the paper argued that, 
in more recent times, the nature of the 
dominant alliance itself may be undergo¬ 
ing a change. The demand for increasing 
liberalisation ol economic policy, the at¬ 
tack on state regulation, on the public sec¬ 
tor, on controls, etc, were cited as possi¬ 
ble pointers to this development. Another 
important change which the paper high¬ 
lighted was the emergence of a vocal non¬ 
monopoly stratum within the capitalist 
class. 

Sanjeeb Mukherjee’s paper was con¬ 
cerned with the long-term political con¬ 
straints of industrial capitalism in India. 
It pointed out that one of the distin¬ 
guishing features of capitalist develop¬ 
ment in post colonial India had been the 
failure of the industrial bourgeoisie to 
establish its complete sway over agri¬ 
culture. The political and ideological 


weakness of the bourgeoisie further led to 
the non-resolution of the national ques¬ 
tion. Infact the very notion of a centralis¬ 
ed state had increasingly been challenged 
by the regional bourgeoisie as by the ar¬ 
ticulation of pea.sant nationalisms. The 
position of the big bourgeoisie in relation 
to the state w'as limited also by the state 
power being held by a bloc of classes and 
factions marked by intense conflicts 
within the various constituents, each of 
whom had to be appeased through sub¬ 
sidies, corruption and wa.ste. The resultant 
fiscal crisis revealed the political weakness 
of the state. 

Nasir Thyabji expressed the view that it 
would be difficult to characterise the 
Indian state as one dominated by the big 
bourgeoisie, since it ignored the ri.se of 
new entiepreneurial groups in hitherto 
underdeveloped regions of. the country. 
Policies like liberalisation were also taken 
advantage of by medium and small scale 
entrepreneurs in particular at the regional 
level. Some argued that neither of the I wo 
papers were based upon definite statistical 
evidence. This however was quc.stioned as 
it was pointed out that studies in political 
economy were woven more around quali¬ 
tative evidence and logical thinking rather 
than .statistical evidence. Another question 
raised was why, given the class character 
of the .stat", should the Indian Marxists 
expect it to behave in a different way. To 
this the response was that there was no 
unique path of capitalist development. 
The whole issue was much more complex 
and the options for industrialisation open 
to a capitalist state could vary depending 
on the interpretation regarding what 
stimulated growth in such economies. 

ISSIIK.S IN Pt.RSm IIVL 

In the concluding sc.ssion, industrial 
Policy and Issues lor Research’, the issues 
raised in the previous sessions provided 
the background for di.scussions. An at¬ 
tempt is made to structure it in terms of 
thematic unity, though not to integrate the 
various issues for the obvious reason that 
even though the same substantive issues 
were addressed, these were analy.sed from 
different perspectives using different 
terrains of discourse. 

The structural specificity of an 
economy conditions the sources of (or 
stimuli to) its indu.strial growth. Given the 
existing conditions of the Indian economy, 
the source of sustained industrial growth 
had to be primarily located within the 
agricultural sector. While this proposal 
was not explicitly disputed, it was 
sidetracked by emphasising the nature of 
economic regime as a major determinant 
of growth in Indian indastry. Consequent¬ 
ly, the discussion largely centred aiound 
issues relating to the changing foim and 
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content of economic policies and its im< 
plications on industrial growth. However 
to the extent that contending positions 
were taken on specific policy prescriptions 
like controls, modernisation, liberalisation 
and competition, these did reflect a cer¬ 
tain undentanding of the macro function¬ 
ing of the economy. 

Going by the recent pronouncements of 
the government, there was a viewpoint 
associated with a conscious attempt to do 
away with all controls and let market 
forces play a major if not exclusive role. 
Inspite of the fact that a proper analytical 
case had not been develop^ for such a 
change in the strategy it had generated a 
‘control v/s decontrol’ debate, essentially 
of a facile kind. A more fruitful way of 
posing this problem was to look for alter¬ 
native control regimes, postulating dif¬ 
ferent sets of strategic interventions; more 
so since it was not in the realm of 
possibility to have a control free Indian 
economy. 

At -the micro level the specificities ot 
individual industries needed to be con¬ 
sidered before deciding the type of in¬ 
tervention. A possible change in the 
nature of economic regime could be 
thought of in terms of moving away from 
discretionary controls to anonymous in¬ 
terventions or a shift from opaque con¬ 
trols to transparent controls. The nature 
of control should be determined by the 
nature of the commodity. This need not 
mean a minimisation in the role of the 
state; only a shift in its sphere of influence. 
It was not enough to document the facts 
and forms of inefficiency as had been 
done but one needed to establish theoreti¬ 
cally and empirically the link between the 
two; association did not necessarily mean 
casualty. If by inefficiency what was 
meant was high cost structure of produc¬ 
tion it needed to be analysed whether this 
was due to high price of material inputs 
or due to high costs generated by 
underutilisation of capacity. This distinc¬ 
tion needed to be recognised since the 
policy implications were quite different. 

Assuming that it was indeed the opera¬ 
tion of various controls that had gene¬ 
rated inefficiency, would the solution lie 
in liberalising the economy by dismantling 
all forms of control? To answer this ques¬ 
tion it was essential to understand first at 
a theoretical and conceptual level which 
type of liberalisation one was talking 
about, as it had different connotations in 
different political domains. If by 
liberalisation one referred to reliance on 
external markets to provide the stimulus 
to growth it meant a basic shift in the 
strategy of industrialisation pursued thus 
far. In effect, it amounted to detaching the 
industrial sector from its moorings in the 
agricultural sector though it could be 


aigued that reliance on exports to provide 
the stimuli to growth did not conflict with 
reliance on agriculture to provide the de¬ 
mand. Growth could be fuelled both by 
agriculture and exports at the same time; 
even by agricultural exports. However 
given the consequent pattern of trade that 
this would imply, the implications on 
balance of payments and the concrete in¬ 
ternational situation at present, it may not 
be even possible let alone desirable to pur¬ 
sue such a strategy on a long-term basis. 
It appeared to be quite facile to draw 
direct lessons from countries like S Korea 
which were supposed to have had success¬ 
ful export stimulated growth experience 
for the simple reason that not only did 
Korea have different socio-political class 
configuration but these were also 
malleable to a certain extent which was 
not true in the Indian context. If com¬ 
parisons were to be made these should be 
done in a comparative political economy- 
framework which would not only help 
identify critical structural differences but 
also help understand whether these were 
manipulable by policy interventions at all. 
Posed in this manner, a more purposeful 
way was to think in terms of ‘planned 
liberalisation’. 

The concept of planned liberalisaton 
could be developed in accordance with the 
idea of self reliance in operational terms. 
Thus far our conceptualisation of self 
reliance had been in terms of commodities 
and .sectors. A more relevant way of pos¬ 
ing the problem in the context where 
technology was becoming a major aspect 
of industrialisation was in terms of self 
reliance in processes rather than sectors 
and commodities, in other words the 
technological dimension of industrialisa¬ 
tion needed to be recognised and a con¬ 
scious attempt made towards becoming 
technologically self reliant. In order to 
formulate policies along the.se lines one 
had to first understand the determinants 
of technology at the firm, industry and 
macro level and explain the lack of inno¬ 
vation which was peculiarly characteristic 
of the Indian economy. At the more 
abstract level of conceptualisation, 
technology needed to be viewed in a 
broader perspective of adaptation, 
assimilation, diffusion, in addition to im¬ 
portation and linked to certain critical 
aspects of industrial organisation like 
design organisation, engineering organisa¬ 
tion in order to achieve high standards of 
design capability. The adaptation and dif¬ 
fusion of technology could have a bear¬ 
ing on the industrial structure and changes 
therein. At the macro level two effects 
needed to be highlighted—restructuring 
of the infrastructural requirements and 
locational restructuring of industries. The 
former could mean a change in the type 


of infrastructure, from hard to soft in¬ 
frastructure while the latter could be ef¬ 
fectively used to develop a more equitous 
regional industrial development an area 
on which much clarity was required. This 
was a critical factor in the overall in¬ 
dustrial development and could go a long 
way to develop an integrated industrial 
system. 

Another concept which needed clari¬ 
fication was that of competition. It was 
generally understood as product competi¬ 
tion. Elsewhere, industrial organisation 
revealed competition to mean not so much 
at the product as at the maniagerial level, 
which was in fact the essence of domestic 
competition. This was a neglected hrea of 
study. Emphasis on managerial competi¬ 
tion impli^ a very important role for the 
financial institutions. 

These were aspects related to large scale 
organised manufacturing. While this seg¬ 
ment of the industrial sector was un¬ 
doubtedly important an attempt should 
be made not only to integrate the large 
with the .small scale but to promote the 
.small scale independently, especially the 
traditional small scale sector. Further, the 
structural changes taking place within the 
unorganised sector were important not 
only from the point of view of this sector 
but also from the economy’s viewpoint. 

Related to these issues were the ques¬ 
tions of the industrial workforce and the 
emergence of entrepreneurship. Both these 
were at the moment seriously under 
researched areas and needed to be em¬ 
phasised in the course of future research. 
Alongside the policy related research 
issues, an attempt should be made to 
develop a theoretical framework for the 
Indian economy in general and industrial 
organisation in particular. The need for 
this stemmed from the fact that operating 
either in the Walrasian or Marshallian 
framework was inadequate methodolo¬ 
gically as well as conceptually; specific 
attempts should be made to model in¬ 
dustrial organisation especially in a non¬ 
competitive franiework. 

(I would like to acknowledge the help given by 
K K Subrahmanian Raman Mahadevan and 
Haseeb Drabu in the preparation of this report.] 
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Soviet Debate on Irrationality of 
Pricing System 

R G Gidadhubli 


Several irrationalities of the Soviet price system have come to the 
surface and are being intensely debated by Soviet academics and 
policy-makers. The views and concepts of the orthodox school of 
Marxian political economists may not be equal to the task of 
reform of the system as the Soviet economy is being geared to 
thorough restructuring domestically and to increasing its 
competitiveness and participation in the world economic system. 


AMONG the various irrationalities 
prevailing in the Soviet economic system 
which arc being discussed openly and 
resolved in the Gorbachevian programme 
of perestroika and glasnost, the one 
relating to the pricing mechanism is very 
significant. V S Pavlov, chairman of the 
USSR State Committee for Prices, ex¬ 
plained in detail with facts and figures the 
extent of irrationality in Soviet pricing of 
industrial and agricultural products at a 
‘phone-in’ programme entitled “Pro¬ 
blems, Searches, Solutions” of Moscow 
Televi.sion on July 27 (Daily Report FBIS, 
12.8.87). 

Pavlov explained how the price forma¬ 
tion mechanism evolved in the 1950s does 
not take into consideration the scarcity 
aspect of inputs of raw materials, labour 
and so on. He noted that cheapness and 
abundance ot these inputs in the initial 
stage of the Soviet path of extensive 
economic development might have partly 
ju.stified this phenomenon. But even with 
growing scarcity of labour and good 
quality raw materials (and the need to ex¬ 
ploit resources in distant parts of the vast 
country) the old practice of pricing raw 
materials cheap has continued. According 
to Pavlov, “this cheapness becomes 
illusory” and hence irrational. 

That scarcity of inputs should be 
reflected in the price mechanism was well 
understood by Soviet economists, par¬ 
ticularly those who belonged to the 
mathematical economics group, namely, 
Nemchinov, Kantorovich, Novozhilov, etc, 
in the early 60s who tried to work out 
shadow prices for inputs, marginal costs, 
etc. But dominant gro(<ps of orthodox 
political economists did not take account 
of this and the practice of administered 
prices based on average cost principle con¬ 
tinued. Hence there were ‘planned loss¬ 
making’ units and enterprises in the coun¬ 
try which were supported and financed 
from the state budget. 

This led to another irrationalit)'. In the 
Soviet system of pricing there is a network 
of wholesale prices, state purchase prices, 
state retail prices, etc, but there is no pro¬ 
per linkage among them. ThiS again is due 
to an administrative bureaucratic ap¬ 


proach to the price mechanism in the 
absence of market forces. Pavlov observed 
that “.. .we have increasingly disrupted the 
inter-connected nature of pricing as a 
unified interlinked system”. Hence in his 
opinion the Soviet pricing system is 
“...something made up of individual 
blocks which do not fit in with each other 
but are tied together through a system of 
price differences and subsidies”. In the cir¬ 
cumstances one can well imagine the con¬ 
straints on planners and economists in ar¬ 
riving at rational economic decisions with 
respea to investment in new projects, capa¬ 
city expansion of old enterprises and so on. 

Pavlov gave some data to show the lack 
of inter-connectedness between cost price 
and selling price of many important item.s 
(see Thble). The cost of production of 
many items is higher than the price at 
which it is sold to the intermediate users 
whether it is a state farm, a collective farm 
or a transport agency. State subsidies for 
agricultural inputs are justified in the past 
to promote agricultural production. It is 
now realised that continuation of this 
policy does not promote rational use of 
fertilisers, machinery, etc There is hardly 
any effort made in the USSR to compare 
the domestic cost and of production and 
prices with international levels. In many 
cases price distortions arc carried from 
stage to stage and are compounded as 
shown in the table (supply of agricultural 
inputs to farms and supply of grains to 
bakeries, etc) necessitating huge subsidy 
payment by the state. 


In 1980 the state subsidy for agriculture 
was estimated to be of the order of 35 
billion roubles out of which wheat and 
dairy products accounted for 23 billion 
roubles. According to Pavlov, the state 
subsidy for agriculture has increased to 
rbl SO billion at present, while the total 
contribution of the agricultural sector to 
national income in 1985 was rbl 112.2 
billion. By this huge subsidy, state retail 
prices of bread, meat, etc, are kept lower 
than the cost of production and the state 
procurement prices. It is not widely 
known that in the case of meat, the retail 
price is about half of the wholesale pro¬ 
curement price paid by the state to the 
peasant. While the cost of production has 
been going up continuously, prices of 
bread, sugar and eggs have not changed 
in the Soviet Union since 1954. Similarly, 
prices of meat and milk have not changed 
since 1962. The cheapness of bread has 
led to its wastage; farmers arc reported 
even feed pigs with bread bought from 
state retail stores. In order to fight this 
wastage, posters are hung in cafes and 
canteens (the present writer saw them in 
Moscow and Tashkent in 1982) with the 
message ‘save bread, it is our national 
wealth*. Reducing wastage by raising the 
price of bread was apparently not con¬ 
sidered desirable in the context of the 
political crisis in Poland, generated partly 
by the scarcity of food items and by rais¬ 
ing of prices of agricultural products. But 
in the present situation of open discussion 
and debate of irrationalities and distor¬ 
tions in the Soviet economy, the Soviet 
leadership may be preparing the ground 
for Soviet citizens to accept some rise in 
prices of all commodities, including of 
agricultural goods. 

That the debate on prices and subsidies 
has become,intense is evident from the 
publication of an article in Literaturnaya 
Cazeta (Literary Journal) of August 12 by 
R Grin^rg and A Rubinshteyn entitled 
‘Passions over Prices: How Much Shoult) 
We Pay for Food?’ Ihking a diametrical¬ 
ly opposite view to the one held by policy 
makers and academics of the ‘phone-in 
programme’, Grinberg and Rubinshteyn 
have asserted that price rise on essential 


Tabi.e 




Cosl 

Price 

State Selling 
Price 

(1) 

Coal (rbl per tonne) 

18.40 

12.00 

(2) 

Niva grain combine (rbl per unit) manufactured by 

Rostselmash and sold to collective farms and state farms 

9500 

6100 

(3) 

Phosphate mineral fertiliser (rbl per tonne) 

260 

119 

(4) 

Potash fertilisers (rbl per tonne) 

61 

19 

(5) 

Grains rbl per tonne (costs include allowances, discounts) pur¬ 
chased by state farm collected farms and state farms and sold 
to break making factories 

150 

111 

(6) 

Transport bus (rbl per unit) (bought by slate and given lo 
transport enterprises) 

48.000 

37,000 

(7) 

Railway carriage (rbi/per unit) 

28,500 

25,000 

(8) 

TVolly buses (rbl/'per unit) 

29,000 

24,000 
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commodities like food products and the 
abolition of subsidies would be against the 
interest of low income groups of Soviet 
society with per capita incomes of below 
rouble 100 per month who constitute 40 
per cent of the total Soviet population and 
hence would amount to social injustice. 
Proposals to introduce compensatory in¬ 
comes for such low income population 
will, according to Grinberg and Rubinsh¬ 
teyn, be futile as shown by the experience 
of “our foreign neighbours", i e, other 
socialist countries. It is contended that 
compensatory incomes may not be spent 
on buying more costly food products but 
on acquiring goods and services whose 
consumption the society would not be 
intending to stimulate at all. 

Grinberg and Rubinshteyn argue that 
increasing retail prices and abolishing sub¬ 
sidies will not in itself increase meat and 
milk supplies. The real problem, ai^cor- 
ding to them, is uneven distribution across 
the country besides shortfall in output. 
They also have a dig at the advocates of 
price rise who urge the need to normalise 
the commodity-money relationship in the 
application of the law of value in socialist 
society. As per this principle, socialist 
prices should be in line with socially 
necessary labour. But in the opinion of 
Grinberg and Rubinshteyn the principle 
of socially necessary labour is not subject 
to quantitative definition and is always ar¬ 
bitrary. Hence whoever is granted the right 
to set prices “elevates his own ideas about 
expenditure to the status of an objective 
law”. Moreover, what people describe as 
“socially necessary (is) the expenditure 
which should really be called socially 
pointless waste”. This unjustified increases 
in expenses are constantly shifted to the 
consumers’ shoulders. 

Grinberg and Rubinshteyn conclude 
that in respect of e.s.sen€iai goods and 
services such as food products, housing, 
health care, education, culture, etc, the 
Soviet price policy should be based on the 
principle of ‘equal access regardless of the 
level of income per capita’. 

Grinberg and Rubinshteyn do not take 
into account several economic cir¬ 
cumstances which go against their argu¬ 
ment. As pointed out by Pavlov, over the 
last about three decades, prices of many 
essential goods and .services have not in¬ 
creased at all. However, the cost of pro¬ 
duction of all goods and services have in¬ 
creased substantially for a variety of 
reasons—scarcity of supply inputs in¬ 
cluding labour, deterioration in the quality 
of raw materials (including use of 
marginal lands at high cost), incieasing 
capital intensity in production, and so on. 
Secondly, during this period incomes of 
all categories of workers and peasants 
have increased by 2-5 times with the level 
of minimum wages rising from about 50 
roubles by month in the 1950s to KX) 
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roubles per month at present. Thirdly, 
wastage and indifference in the use of 
goods, materials and services which are 
rampant at various levels are partly due 
to their ridiculously low prices (in spite of 
their scarcity) or their being often given 
free by the state (such as irrigated water 
to farms). This is irrational when huge 
state investment goes into providing these 
goods and services to the population. 
Fourthly, Grinberg and Rubinshteyn do 
not consider the qualitative change that 
has taken place in Soviet consumer 
preferences, tastes and expectations. A 
common citizen wants a better quality 
product even at a marginally higher price 
rather than be forced to accept a bad 
quality product at a lower price. Large- 
scale unsold stocks of cheap essential 
goods and even goods of comfort and lux¬ 
ury (of inferior quality) reported frequent¬ 
ly at retail outlets has been a growing pro¬ 
blem in the Soviet Union which is not 
considered by Grinberg and Rubinshteyn. 

In view of all this, in the present con¬ 
text, it is irrational to perpetually subsidise 
agricultural production and provision of 
certain services to the population which 
in turn has adversely al^fected the growth 
of the sectors concerned. Similarly, it is 
equally irrational to pursue a policy of 
high pricing of goods of comfort and 
luxury (such as cars, colour TV sets, fur¬ 
niture, etc) without any regard to their cost 
of production, quality, consumer demand 
and comparison with international levels. 
Such a pricing policy based on arbitrari¬ 
ness of the administrative-bureaucratic 
machinery is neither in the interest of 
socialist enterprise nor of final consumers 
and hence not in the interest of the 
socialist state. So far a dispropprtionately 
large difference has been deliberately 
maintained between the cost of produc¬ 
tion and retail prices of goods of comfort 
and luxury which has been intended to 
cover subsidy on low priced essential com¬ 
modities; and it is also a major source of 
■State revenues in the form of turnover tax. 
Similarly, high selling prices of liquor (as 
compared to the cost of production), 
nicknamed ‘drink’ roubles, was an impor¬ 
tant source of state revenue till recently 
when Gorbachev initiated his campaign 
against alcoholism. 

The removal of distortions and irra¬ 
tionalities in the pricing system has 
become all the more urgent since under 
the new principles of management of 
financial autonomy and self-financing, 
enterprises will be required to run effi¬ 
ciently and earn profits. S A Sitaryan the 
first deputy chairman of Gosplah and 
corresponding member of the USSR 
academy of sciences and a participant in 
the ‘phone-in’ programme rightly observ¬ 
ed in this connection that “... using, the 
old prices, the great variation in pro¬ 
fitability an4 large distortion in (rices, 


[the state] will be unable to guide enter¬ 
prises in correctly selecting the range of 
goods to product’. 

Pavlov admitted that under the exbting 
system, prices were “unable to provide a 
true guide for plan and economic deci¬ 
sions even at the top level of management 
when national economic plans are being 
drawn up on a global scale..Hence he 
argued that “the fundamental task of to¬ 
day’s new economic mechanism is not to 
undertake partial improvement of price 
mechanism” but to carry out “mutually- 
linked restructuring of the whole pricing 
mechanism”. In this contact Soviet econo¬ 
mists such as Abel Aganbegyan, Abalkin, 
etc, who have again become active under 
the new conditions of perestroika (restruc¬ 
turing) of the economy under Gorbachev 
may find some rationality in the applica¬ 
tion of the general equilibrium model of 
neoclassical economic.s. Pavlov has opined 
that the inter-linked system should corres¬ 
pond to intensive methods of economic 
management in contiast to the extensive 
methods in the past, aimed at saving of 
resources at every stage. 

Pavlov has explained that under the new 
economic conditions in determining prices 
for products it is not enough to consider 
the cost of production (supply condition) 
but ‘consumer quality of goods’ (demand 
condition) which was largely neglected in 
Soviet economic practice. While for a 
large part of Soviet economic practice, 
‘demand’ was taken for granted (for 
defence, producer goods sector, etc) so far 
as consumer goods weie concerned, it has 
been argued by some western scholars that 
at least till the 196()s the output level was 
kept low to ensure assured demand for 
them. However, with the growing size of 
the consumer basket with goods of com¬ 
fort and luxury, demand factors such as 
choice and quality of goods have become 
important. It is not enough just to pro¬ 
duce a product but it is necessary to sell 
it at a profit if the socialist enterprise is 
to become self-Hnancing and self-support¬ 
ing in the new conditions. 

From the above account of the ‘phone- 
in’ programme it is clear that several irra¬ 
tionalities persisting in the Soviet price 
structure have come to the surface and are 
being debated by Soviet academics and 
policy makers in the atmosphere of Gor¬ 
bachev’s policy of giasnost (openness). 
The implications of these irrationalities 
are quite profound and there is urgent 
need to find solutions for them for ensur¬ 
ing rational and rapid economic develop¬ 
ment. The views and concepts of the or¬ 
thodox school of Marxian political econo¬ 
mists may not be adequate for the task as 
the Soviet economy is being geared to total 
and all-pervasive perestroika on the 
domestic front and to increasing its com¬ 
petitiveness and participation in the world 
economic system. 
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Eric Stokes and the Ghadar of 1857 

Shahid Amin 

Eric Stokbs, The Peasant Armed: The Indian Revolt of 1857 edited by 
C A Bayly; Clarendon Press, Oxford. 1986; pp xvi + 261, Rs 150. 


ERIC STOKES, the late Professor of 
Commonwealth History at the University of 
Cambridge, was a powerful presence in the 
world of colonial historiography. Stokes 
wrote his celebrated study “English Uti¬ 
litarians and India” in the late 1930s. In the 
next two decades he published a host of pro¬ 
vocative essays. At least two of these—the 
firsl a polite but firm reminder to professors 
Gallagher, Robinson and Ficldhousc that 
Hobson-Lenin were two radically different 
persons and so could not be smashed with 
the same hatchet, and the other an astringent 
discussion of the ‘first century of colonial 
rule in India—are essential readings for 
any serious student of Imperialism and 
Colonialism. 

In the interim Stokes administeied a revi¬ 
sionist riposlc 'to extant writings on Civil 
Rebellions and the Indian Mutinies. In four 
essays which form a part of his “T he Pea¬ 
sant and the Raj” (1978), he stressed the 
elitist, localised character of the rebellion in 
western UP and questioned more generally 
the relationship between economic depriva¬ 
tion and the resort to arms in Meerut and 
Bulandshahr, Mathura and Mainpuri. Un¬ 
fortunately Stokes did not live to complete 
his detailed work on 1837. It has now been 
posthumously published, and Chris Bayly 
has done a commendable job of editing and 
giving it shape. Nevertheless, the book still 
reads like a collection of essays. 

The incomplete nature of some of the 
chapters and the absence of several projected 
pieces covering the entire zone of rebellion 
are only partly responsible for creating this 
effect. If the book gives the impression of 
being a collection of essays it is equally on 
account of the nature of Stokes' treatment 
of the episodes of peasant and sepoy 
resistance during the year 1837. The f^hadar 
of that year was necessarily episodic, and a 
narrative that sets out to analyse and 
chronicle its particularities runs the risk of 
appearing to be without a storyline. John 
William Kaye, the author of the demi- 
official classic, “The History of the Sepoy 
War in India”, was aware of this problem. 
Putting the third and last volume of his 
History in the hands of regders, he sought 
to help them along revealing what he con¬ 
sidered “the connecting link” between “a 
multitude of detached and almost contem¬ 
poraneous incidents”. This, Kaye informs the 
reader, was “the universal fact that the Black 
man had risen against the White”. Stokes in 
querying this idea and in his meticulous ob¬ 
jections to all extant generalisations about 


1837, unwittingly splits the book into a series 
of essays; the problem of narrating a story 
with a multiplicity of “almo.st contem¬ 
poraneous” episodes remains unresolved. 
Judging by the editor’s concluding observa¬ 
tions the interests of a solid-facts approach, 
typical of recent English historiography (be 
it of 1857, 1789 or the 1640s), require that 
such issues be brushed aside. 

I 

“The Peasant Armed” opens with a brief 
historiographical overture, followed by two 
first-rate chapters on the military dimension 
of the revolt and the counter-insurgency 
operations. Stokes then turns to the world 
of peasants and British administration, 
focusing his attention on the “swollen pro 
pfietary communities” which formed the 
recruiting base for much of the Bengal army. 
The next four chapters detail the progress 
and failures of. rural revolts by a dense 
description of the fiscal history and factional 
foibles—of pastoralists and agricultural 
elites alike— in Delhi and the surrounding 
areas of We.stcrn UP and Haryana. This is 
brought to a close by an essay tm the “nature 
and roots Of peasant violence in 1857”. Chris 
Bayly rounds the book off by contributing 
an end-piece which offers a lucid introduc¬ 
tion and summing up of the work of Eric 
Stokes on the ghadar of 1857. 

Following the revolt up the Ganges from 
Delhi to Saharanpur, the reader comes 
back with the impression that the Indian 
Rebellion in the Doab was as myriad as the 
rustic units of mcasurerueni, as fragmented 
as the subdivisions within agrarian clans and 
castes, an^ as diverse as the variations in 
fields and fertility across the Oangetic plains. 

In the east UP we have a'saymg: “there 
are as many varieties of rice as there arc sub¬ 
castes among Rajput.s”. Stokes’ chosen field 
is to the west of the province, but the 
response of the ‘quasi-proprieiaiy bodies’ on 
the ground is equally baffling. T he conclu¬ 
sion that sugge.sts itself to Eric Stokes is that 
there was not one but many eighteen fifty- 
sevens. This was a tenet, the editoi rightly 
stresses, Stokes never modified during the 
long period of his researches on thAe events. 
He changed his tack though, moving away 
from regarding regional caste categories as 
the explanatory variables in his earlier 
writings to focusing attention on the multi¬ 
caste faction, ecological differences, varia¬ 
tions in production possibilities, etc, to 
explain the variegated political response in 


different geographical sub-zones (see Bayly's 
concluding note.) The overassessment of the 
1840s, coming m the wake of a period of 
unstable ‘cash cropping’ for the overseas 
market, was of some significance, but there 
wcic Jai villages in Meerut which could 
withstand these high rates without cracking 
up. Yet the differentially higher incidence of 
state demand might have engendered resent¬ 
ment against the Company Bahadur even 
in the prosperous tracts of Baraut and 
Baghpat, the ilaqa of the wily ‘Peasant- 
Prime Minister' of India. 

While there were, then, several conditions 
which predisposed parifcular local elites into 
opposing the Raj-on-the-run, the actual 
course of events was determined by the 
actions of people on a higher political and 
militaiy plane. These ‘higher ups’ were of 
course British officers garrisoning or foisak- 
ing the district hcadquaiicrs. They were also 
Indian magnates oi “war leaders” welding 
proprietary gioups located within ineffective 
clan boundaries into a kind of fighting foicc 
for their own individual ends. Bayly in his 
concluding note systeinulises, inter alitu 
Stokes’ ubseivations on “predisposing cir¬ 
cumstances and specific causes” (p 191 and 
paxsim) into a neat Braudelian “hierarchy 
of conditions”: 

At the boiion was ecology which represented 
the longue cliiree of Indian agrarian history; 
above this Cliisicied a whole range of social 
and ccononiic forces which dcterniined the 
propensity to revolt. Bin ii was the specific 
decisions of lliitish officers and Indian 
leaders which hcl|red translate these piopen- 
silics into historical action (p 242). 

II 

While Sfpkes’ introduction lays bare the 
emotional and contemporary-political inputs 
that have gone into the historical represen¬ 
tations of 1857, the light-purple beginning 
to the book—“On Sunday, May 10, 1857, in 
that brief hour before daikness, when the 
descending fireball of the sun ignites the 
Indian sky in the bloody hues of sunset, men 
of the 20th and llih Bengal Native Infantiy 
regiments and 3rd Eight Cavalry broke into 
mutiny at the great military station of 
Meerut’’- -suggests that there can be no 
bland assessment of that bloody contest 130 
years ago. A recent Delhi television film on 
‘nascent naiionali.sin’ also makes much play 
of setting and rising suns. 

The first half of the hook contains an 
excellent discussion of the military 
dimension—both British and Sepoy— of the 
Revolt. Faced with an absurdly small white 
force that could be immediately pressed into 
action, the British weie able to contain the 
zone of mutiny and take the city of Delhi 
by their better marshalling of the ‘materials’ 
of war and their surprising control over the 
Grand Trunk Road. The tendency of the 
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sipahis to congregate at Delhi and Lucknow 
“deprived the rebellion of its expansionary 
potentialities’*, isolating the tilangs from the 
rural areas. This failure of the rebel soldiers 
to spread themselves over, or make a con¬ 
certed dash for Calcutta for that matter, 
enabled the British strategists to hem their 
military opponents in. Dilh chalo was as 
much a war cry, if not more, in the plains 
of the Doab in 1857 as it was to be in the 
jungles of Burma in the 1940s. It was a 
symbolic harking back to a powerful pre- 
colonial state which partly explains why 
independence from the British is celebrated 
from the ramparts of the Red Fort, why a 
decorative chair allegedly belonging to 
Subhas Bose is still preserved in the museum 
of that red-stone qUa, and whv the dungeons 
of that 17th-century fort are used as torture 
chambers for dangerous opponents of the 
post-colonial state. A comprehensive ex¬ 
planation of the symbolic importance of 
Delhi and Lucknow is not one of .Stokes’ 
concerns. Bayly, noticing this lacuna, 
touches upon it only to discount its 
significance compared to the pulls of the 
‘Little Kingdoms’ of the eighteenth century. 

Stokes provides evidence that villages in 
Meerut sent supplies to the Delhi regime 
during the summer of 1857, but the imperial 
city was unable to build a proper hinterland. 
Nor were the squabbling military leaders 
within the city able successfully to encircle 
the British on the northern ridge. The major 
failure of the rebel army lay in its inability 
to press home or withstand the bayonet 
as.sault: the sipahis consistently failed this 
“iron test of the conventional infantry 
soldier’’. Even the British advance through 
Kashmiri Gate could have been nullified by 
sustained, bloody street fighting which the 
sepoys refused to engage in (Stokes’ descrip¬ 
tion of the siege of Delhi is one of the 
highlights of the book). This failure of the 
rebel infantry, Stokes points out, was the 
failure to develop an officer corps and the 
requisite discipline which had been over¬ 
thrown along the way to mutiny. 

Yet, while discussing the ‘military dimen¬ 
sion’ exceedingly well, Stokes gives himself 
very little room to explore the social and 
mental world of the purabiya sipahi. A 
"solid materialist” perspective leads him to 
concentrate on the action of “factions” 
within the lines. The fear of the Sepoys, he 
argues, was not of pollution caused by the 
impure karloos-, "solid material fears 
underlay the apprehension over any infringe¬ 
ment of caste rules by British authority”. 
One of these was the threat that the high 
caste purabiya felt to his monopoly and 
perks within a ‘clo.sed shop’ Bengal Army. 
The Sepoy was being made of bite the bullet 
both literally and metaphorically: following 
this order would be the induction of new 
recruits from the lower castes into the Army. 
It was the interplay between the fear of the 
greased cartridge and the "psychological 
security” derived from remaining faithful to 
Liverpool salt that explains the vacillating 
attitude of the Bengal Sepoys. However- 


and this is Stokes* main point—the fear 
that really worked (or rather was made to 
work by “designing men”) was the fear of 
retribution. The “activists”, a multi-caste 
“mutinous faction”, sought “not merely to 
foment a state of excitement but to commit 
a regiment irretrievably to mutiny by the 
action of one of their members opening fire 
on the European officers”’ (p 54). This 
emphasis on the “manipulators” of popular 
fears, while offering a solution to the pro¬ 
blem of ‘agency’, is ill equipped to grapple 
with the general climate of apprehension and 
distrust. 

Stokes ends this brief discussion by 
quoting an English ofHcer on what “an 
intelligent native officer [a Poorbeah 
Brahmin] said to [him] as to the cau.se of 
the Mutinies”: 

Sir, there is one knave and nine fools; the 
knave compromises the others, and then tells 
them it is too late to draw back; they 
either actively join or run away for fear of 
European vengeance. 

In the interest of establishing ‘agency’ our 
understanding of the motivations of the 
mutinous sepoys remains limited to the 
calculations of the well known one per cent 
of the ‘knaves’ among them. 

If in this way Stokes has brought back a 
‘history of events’ to Indian history, as the 
editor claims in his concluding note, it is cer¬ 
tainly not of the kind whose return to .social 
history was. trumpeted by Lawrence Stone 
a few years ago. The ‘revived narrative’ does 
not stand apart from social history, as Bayly 
himself implies happens in “The Peasant 
Armed”; in the work of Ginzburg and others 
it is a strategem by which the narration of 
an extraordinary event allows the historian 
to reconstruct the mental world of hymble 
folk. There are many achievements to Stokes' 
credit, but I doubt very much that bringing 
the 'new narrative' back to Hindustan is one 
of them. Going back to an old classic, the 
gap between Lcfebvre’s study of rural panic 
in revolutionary France—what else is the 
“Great Fear” i f not a master narrative—and 
Stokes’ “The Peasant Armed” is just too 
wide. 

It is worth stressing that there is very little 
room here for the mental world of the sipahi-, 
even Stokes’ ‘peasant world’ stops at the 
thresholds of the ‘swollen proprietary 
bodies—the hamlets of the tenants and 
labourers never really come into view 
anywhere in the book. 

Ill 

It is in this context that the author’s claim 
that his is in fact “an assessment of peasant 
action” (p 14), and Bayly's insistence 
that "Stokes emphasised the fact that the 
Rebellion of 1857 was in a significant sense 
a peasant revolt” (p 234), appear a bit un¬ 
necessary. If the Sepoy army was staffed 
principally by members of bloated pro¬ 
prietary bodies who by taking to military 
service were fighting off their prospective 
reduction to the status of peasants, then in 


what sense can these gentlemen-troopers be 
called peasant-sepoys? And if even in the j'at 
‘self cultivating’ areas the “rural upheaval”, 
to quote Stokes, “can be read as the product 
of a frustrated or threatened peasant elite” 
(p 222), then how is it a superficial reading to 
suggest that Stokes portrayed the Rebellion 
of 1857 with a recognisably elitist face? 
(See Bayly, p 234). 

In magnate dominated areas it was tne 
magnates who were the “decision makers”. 
Stokes suggests as a corollary that only in 
non-magnate- areas can we hope to isolate 
“peasant action”. Here even the proprietary 
bodies, incapable of galvanising themselves 
through decrepit clan organisations required 
the outside leadership of self .seeking “war 
leaders”. Bayly extends this line of reason¬ 
ing to suggest that the regions of “auto¬ 
nomous [peasant] revolt” were those 
characterised by the absence of superior 
landed elites. In other words the conditions 
for non-elite political actions in different 
localities lie in the crucial absence of the cor¬ 
responding elites, be they magnates or 
peasant-proprietors. It is this perspective that 
needs questioning. The argument that 
without the “wider organisation and skills 
of the elites” the “rural masses” would have 
been unsuccessful in their revolt (Bayly, 
p 117), cannot be accepted as a convincing 
plea for not positing an analytical space for 
such mass actions. This is for the simple 
reason that the criteria of ‘success’, like that 
of ‘politics’, could be one which disqualifies 
a ho.st of actions and events from entering 
history books. 1 don't wish to labour this 
point because a lot of the recent history of 
Indian nationalism has been written from 
a perspective which questions the narrow 
view of ‘the political’, ‘organisation’, and 
'success*. 

IV 

Stokes’ study of 1857 will no doubt 
remain a necessary starting point for a long 
time to come. No serious student of the 
ghadar can afford to march off without 
having read this book. Minus Stokes’ map 
future historians will constantly get lost, but 
they will retain a false sense of place unless 
they recognise many elements of the land¬ 
scape which do not Figure in this map’s 
legend. And, more often than not, they will 
make sense of details on the ground only by 
going beyond the limiting frontiers of 
positivist history-writing. 

It is not a question of some historians 
being more considerate than others towards 
perplexing details, it is surely a question of 
which details are read and how they are re¬ 
presented. For further researches into the 
rebellion our guides shall also have to be 
Persian and Urdu documents which still lie 
untouched by the fingers of ‘Modernists’. It 
is in the fitness of things that the depart¬ 
ment of History, Aligarh is organising a 
seminar on 1857 this autumn. Perhaps the 
help of ‘Medievalists’ is needed to write the 
history of the ghadar from right to left! 
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Improving State Administration 

A P Saxena 

Issues in Indian Public Administration: The Case of Kerala edited by 
Padma Ramachandran; Oxford and IBH Publishing Co, 1986; pp 282. 


DURING 1984-85, the State Training 
Institute of Kerala organised a monthly 
lecture series as part of an effort to fill in 
the gap regarding material on administra¬ 
tion in Kerala. The present volume is a 
compilation of the text of twelve lectures 
delivered by senior public officials on topics 
ranging from administrative reforms in 
Kerala, problems in planning and financial 
administration, police administration and 
personnel management to administrative 
issues selected sectors, e g, education, 
agriculture, labour, medical and urban 
development. 

The lectures, one hoped, would have pro¬ 
vided an in-depth understanding of key 
issues facing the administration and public 
services in Kerala. The state has a long tradi¬ 
tion of enlightened administration and, in 
spite of sharp political changes, has been 
keen to improve administrative performance 
and efficiency of public services. However, 
quite a few lectures lack focus and are at best 
an unrelated recall of old and widely known 
approaches in management and public 
administration. For example, ‘Personnel 
Management in Government’ is discursive, 
covering aspects as diverse as quality of 
leadership and American management 
cases. The lecture on ‘Urban Development' 
laments the proliferation of institutions— 
“the Kerala government has always had a 
weakness lor going in for quantity instead 
of quality”—and notes that the erosion of 
municipal and panchayat functions has been 
taking place over the years since 1970 
(p 248). ‘Issues in Agricultural Develop¬ 
ment’ refers to aspects of co-ordination, 
changes in technology, research, planning, 
extension and professionalism in the 
management of co-operatives. But in spite 
of this spatihl coverage, there are gaps. The 
key issue of people’s participation in a 
politically sensitive state like Kerala has not 
been mentioned. The lecture on manage¬ 
ment issues in the field of labour lists twelve 
issues. Apart from generalities and rhetoric 
there is no analysis, c g, “(here cannot be 
sound labour-management relations without 
a sound labour policy”. The reader looking 
for even a few, well argued issues is disap¬ 
pointed, more so when conclusions are ar¬ 
rived at somewhat prematurely, e g, “the 
time is not yet ripe for workers’ participa¬ 
tion in management” (p 167). 

However, the volume does present some 
interesting material. The lecture on ‘Progam- 
mes for Weaker Sections in Kerala* refers to 
administrative policy and practices and 
outlines a case study of a colony for 
scheduled castes in Trivandrum district—a 
scheme which “lacked sincerity in imple¬ 
mentation”. Some success stories iu« also 
recounted but it is noted that the ‘K^a syn¬ 


drome* has since reasserted itself leading to 
a regression characterised by “routinisation, 
departmental jealousies and personal 
rivalries** (p 95). However, it is difficult to 
agree that administrative interventions can 
resolve a situation which has a socio-political 
context. The article on police administration 
focuses well on the problems faced by the 
state police. It is refreshing to note that 
instances of use of force by the police are 
very rare—unlike in other states—even 
though, as stated elsewhere, “the erosion of 
police authority is greatest in Kerala where 
people are more aware of their rights and 
the limitations of police powers sanctioned 
by law** (p 53). 

The opening lecture on ‘Issues in Public 
Administration and Suggested Reforms in 
Kerala* by the former chief minister, 
C Achutha Menon, gives a perception of 
state administration from the top. While 
there will be no disagreement with his plea 
for decentralisation and reorganisation of 
taliiks and blocks, it is difficult to agree with 
the lecturer that .. all secretarial work 
should be in Malayalam and in considera¬ 
tion of the interest of the Ikmil and Kannada 
minority, translalion of all orders, notifica¬ 
tion, etc, should be simultaneously issued” 
(p 5). The reform element in this suggestio'i 
which will make state administration almost 
a language jungle is difficult to comprehend. 




But the best contribution to the volume 
is the lecture by the state chief secretary on 
‘Management Issues in Financial Admini¬ 
stration and Planning’. The state planning 
process has been well analysed with special 
reference to the financial interface. This in¬ 
cludes the project approach to plan schemes, 
monitoring and inter-departmental co¬ 
ordination and planning below the state 
level. The reforms for improving financial 
administration are well argued and one is 
inclined to agree with the remark that many 
government officers do not know the details 
of the operation of the planning and finan¬ 
cial system. 

But the significant contribution of the 
paper is the annexure on 'Positive and 
Negative A.spects of Development in Kerala*. 
It IS reported that there is extreme fragmen¬ 
tation of holdings, nearly 90 per cent of 
holdings being less than half a hectare in 
size. There is very little growth of industry 
and employment creation has been low with 
the result that the state has the larges) 
number of unemployed in the country 
relative to the population. Private consump¬ 
tion, especially of food items has been low 
and though wages have been going up, there 
are indications that productivity in agri^ 
culture, industry and services has been going 
down. In the absence of a productivity 
oriented work ethic, the state has become a 
high-wage, high-cost, non-competitive 
economy, in this context, the disparity in 
incomes has been increasing and unless cor¬ 
rective measures are taken, social tensions 
arc likely to increase (p 37). 

These, in essence, emerge as the key issues 
which define the problems and challenges 
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NOTICE 


It IS hereby notified tor the information of the public that Peico Electronics & Electricals Limited, havins its Registered Office 
at 7, Justice Chandra Madhab Road, Calcutta 700 020, proposes to make an application to the Central Government in the 
Department of Company Affairs, New Delhi, under sub-section (2) of section 22 of the Monopolies and Restrictive Trade Practices 
Act, 1969, for approval to the establishment of a new undertaking/unit/division. Brief particulars of the proposal are as unden- 

Peico Electronics & Electricals Ltd., 

Shivsagar Estate, Block 'A', 

Dr. Annie Besant Road, Worli, 

Bombay - 400 018. 

Authorised 

50,000,000 equity shares of Rs. 10/- each: 

Rs. 500,000,000/ 

issued and Subscribed 

33,320,400 equity shares of Rs. 10/ each, 
fully paid up Rs. 333,204,000/ 

Mr. M.C. Guepin, Chairman & Managing Director 
Mr. J.J.C de F Rodrigues "I 
Mr V. Ramamrutham z’ Directors 

Mr. F.K. Daruwalla J 

Proposal relates to manufacture of new articles in our 
existing undertaking. 

Letter of Intent already granted by Govt Present applica 
tion is for change of location to Bhosari Industrial Estate. 
Maharashtra. 

Our Company will be establishing the proposed 
manufacture. 

7 In case the proposal relates to the production, storage, supply, 
distribution, marketing or control of any goods/articles, 
indicate. 

(i) Names of gooos/articles AUTOAAATED SCIENTIFIC INSTRUMENTS FOR ANALYTICAL 

APPLICATIONS EMPLOYING SPECTROSCOPIC AND 
CHROMATOGRAPHIC TECHNIQUES 

(li) Proposed licensed capacity 800 Nos. per annum 

(III) Estimated turnover Rs. 85.00 Mln (At full capacity level in the 5th year) 

8. In case the proposal relates to the provision of any service,: Noi applicable 

state the volume qf activity in terms of usual measures such 

as value, income, turnover etc 

9. Cost of project Rs. 16.25 Mln. 

10 Scheme of finance, indicating the amounts to be raised ; The foreign exchange requirement for import of capital 
from each source. goods of Rs. 1.92 Mln. (CIF) is expected to be met from 

free resources. 

Accordingly, the total rupee cost of the project is 
proposed to be met as follows:- 

i) Internal resources of the Company ; Rs. 5.60 AAln 

ii) Non-Convertible Debentures ; Rs. 7.(50 Mln 

iii) Bank Overdraft : Rs. 3.65 Mln 

Any person interested in the matter may make a representation, in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastn Bhavan, New Delhi, within 14 days from the date of publication of this notice, intimating 
his views on the propoal and indicating the nature of his interest therein. 

Dated this 30th day of October 1987 


1 Name and address of the applicant 

2. Capital structure of the applicant organisation 


3. Management structure of the applicant organisation- 
indicating the names of the Directors, including Managing/ 
wholetime Directors and Manager, if any 

4 Indicate whether the proposal relates to the establishment; 
of a new undertaking or a new unit/division 

5 Location of the new undertaking/unit/division. 

6 Capital structure of the proposed undertaking. 


Registered Office- 

7, Justice Chandra Madhab Road, 
Calcutta - 700 020 


V. RAMAMRUTHAM 
DIREaOR 
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facing administration in the state. Even 
assuming that several of these issues are 
external to the state administration and their 
resolution may well depend on political 
decision-making, bold administrative 
initiatives are needed to improve admini¬ 
strative response, enhance system .sensitivity 


THE 100th birth anniversary of M N Roy 
which falls in 1987 is an appropriate time 
to remember and discuss the thought and 
ideas of one of the .seminal thinkers ot our 
time. For Roy is one of those few thinkers 
who attempted at constructing a whole new 
system of thought and providing in short a 
■cosmological explanation'. Whether Roy 
succeeded in building a logical consistent 
system is not the issue here and we shall leave 
it alone. 

Roy, the thinker, was a prolific writer. His 
writing ranges from shaip, hard-hitting 
political coninieniaries, political program¬ 
mes to philosoplueal enquiries In the early 
yeais of his political career which were .spent 
in Uengai between 1906-19ia. Roy being a 
young novice involved in terrorist activity, 
wrote litlle. Most of his writings of this 
period are under a pseudonym ahd therefore, 
difficult to identify. Howcvei, from 1916 
onwaids till his death, Roy wrote profusely. 
Throughout hi.s lile he was intellectually 
alive and pioduetive and traversed in his 
beliefs and ideas from nationalism to 
marxism and finally to radical humanism. 

Since Roy spent several years outside 
India, i e. 1916-1929, much of hi.s writings 
of this pt.. lod is either in Spanish while in 
Mexico, German or French while in Europe 
and Russian while in Russia. Much of this 
writing has theiefore, remained unavailable 
to English readers. The task of tracing, col¬ 
lecting and putting selectively together his 
writings, was a much needed one. This 
herculean and laudable task has been taken 
up by the Indian Ranissance Institute 
(which is Roy’s creation) and the M N Roy 
Centenary Celebration Committee. Whether 
Royist ideas are relevant today is, of course, 
a debatable issue. However, the importance 
of this work is for the historian of ideas and 
therefore, relevant. The noted scholar and 
close associate of Roy, Sibnarayan Ray has 
been entrusted with the task of editing and 
selecting from the voluminous writings of 
Roy, what is to ultimately constitute the 
“Selected Works”. In all iix volumes are pro¬ 
posed to be published covering the entire 
span from 1917-1954, till his death. 

The volume under review is the very first 
of the series and spans the years between 
1917-1922. The year 1917 is very important 
in world history, for the success of the 


and concern for results, and even make it 
time-bound. If these are some of the lessons 
to be drawn from the publication, it has 
served a purpose, though one may not agree 
with the blurb that “it is one of the priceless 
volumes” which the .State Training Institute 
proposes to bring out. 


Russian Revolution had created a positive 
attitude to socialism all over the world. In 
such a charged world atmosphere, Roy, the 
young Indian boy, was exposed to these new 
ideas and a ladically different western 
civilisation. This was for him a period of 
great transition and intellectual fluidity. 
For Roy was slowly shedding his narrow 
nationalism having confronted for the first 
time in his life radical ideas.of socialism, 
ironically in the US. 

Among Roy’s earliest publications from 
Spain (to where he had fled to escape being 
arrested as a German spy) which have been 
included in this volume is the translated 
version of his ‘Open liCtter to Woodrow 
Wilson’. This was written on the arrest of 
some Indians who were taking political 
asylum in the US for ‘violating the neutrali¬ 
ty’ Roy expresses icstonishment at Wilson’s 
condemnation of the Indian nationalist! 
who were fighting for freedom, the very 
same freedom which Wilson stood for. This 
piece of writing is nationalist in spirit and 
tries to demonstrate the supremacy of the 
Indian civilisation and the people over the 
British. Roy also ridicules the British for 
believing that they were the ones who had 
brought ‘civilisation’ to Indians. 

Tlie other interesting book which has been 
included in this volume which was published 
in Spanish in 1.918 is, “India: Her Past, Pre¬ 
sent and Future”. This is’again a book writ¬ 
ten with natio’nalist fervour, lb quote Roy, 
“.. .Our history has been misinterpreted and 
badly written by imperiaiist.authors caus¬ 
ing the world to believe that before the so- 
called British conquest India did not exist 
as a nation and that the conquest meant pro¬ 
gress for India. The reason for this book is 
to prove that this theory lacks any truth 
whatsoeverf’ 

We may note here that Roy gave up this 
position and took one which is just the 
opposite. The rapidity with which this 
transformation takes place in a couple of 
years is amazing. Later Roy believed that 
India was backward primarily because of its 
cultural backwardness, ignorance and the 
dominance of religious beliefs. He devoted 
the latter part of his political life to the 
spread of science and rationalism, for it is 
these, according to him, that had led to the 
progress and development of the western 


civilisation. 

Writings from his marxist phase beginning 
in 1920 that have been included in this 
volume are, ‘1 heses on the (^olonial Ques¬ 
tion’, excerpts from ‘India in Transition’ and 
extracts from the ‘Proceedings of the Second 
C ongress of the Communist International’, 

The other interesting material is the selec- 
tion.s from the ‘Vanguard’ and the ‘Advance 
Guard’—-papers that he published from 
Zurich III his marxtst days. Tlicy reveal Roy’s 
early commitment to marxism and the 
new vision with which he perceived the 
nationalist movement. This early iiiarxist 
phase is an enthusiastic one, when Roy the 
new convert was lashing out with his rather 
sharp pen at the British and also the Con¬ 
gress and nationalist leaders with whom he 
now disagreed. 

In his editorial of May 1922 he writes, 
“.. .We no longer grope in the dark. Wc will 
no longer exhort the hungry people to suf¬ 
fer some visionary swaiaj to be attained by 
soul-force purified in the fire of poverty. 
Although it will be stupid to talk of pre¬ 
mature violence, we are, nevertheless of the 
opinion that non-violent revolution is an im¬ 
possibility. The Indian masses—the workers 
organised in trade unions, the peasants 
forming their own fighting organs in the 
form of the Akali Dal, Kisan Sabhas, Aikya 
Sabhas, etc, call tot a realist orientation in 
our political struggle. To help the formation 
of this much—needed realist orientation—is 
the object of the vanguard!’ 

Roy’s basic criticism of the Congress 
which was also the basis of his differences 
with Lenin was that the Congress was utilis¬ 
ing the ignorance of the masses to mobilise 
them, “.. Instead of helping the masses to 
develop economic and social consdoii.sness, 
their ignorance has been relied upon for 
intensifying the political struggle. That is, 
instead of putting it.self at the head of the 
spontaneous current of mass energy, the 
national Congress has greatly dissipated its 
leadership by acting to it. Here we are not 
going into the discussion as to whether the 
Congress followed this mistaken policy 
intentionally or not. What wc want to point 
out is that in consequence of this mistaken 
tactics of relying on one agency of oppres¬ 
sion, viz, ignorance, in order to right the 
other, the Congress has landed in political 
bankruptcy, after a speciaculai career under 
the banner of non-cooperation. 

Sibnarayan Ray has been able to trace and 
procure from a private collection in 
Copenhagan, some of the very important 
articles written by Roy loi the ‘Communist 
Opposition’ in 1928 which probably includes 
the one that finally led to his expulsion from 
the International. It is for the contribution 
of an article to the opposition press run by 
Brandler, that Roy was held guilty hy 
the International. This material is to be 
published in the third volunne and therctoie 
we can look forward to an interesting 
forthcoming work. 


Nationalism to Radical Humanism 

Medha Kutwal 

Selected Works of M N Roy, Vol 1: 1917-1922 edited by Sibnarayan Ray; 
Oxford University Press, Delhi, 1987; pp 557, Rs 275. 
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SPECIAL ARTICLES 


Trends in Foreign Direct Investment from 

India (1950-1982) 

Sebastian Morris 

Foreign direct investment from India is not a marginal phenomenon. It is quite sizeable relative to foreign direct 
investment into India and private corporate investment in India. It is also quite comparable with the magnitudes 
of foreign direct investment of the newly industrialising countries and some small developed capitalist countries. 
Foreign direct investment from India has grown steadily since the mid-sixties. However, there has been a distinct 
slackening of the rate of growth since 1979-81. The author is of the view that transnationalisation of the Indian 
private corporate sector is not too insubstantial. The Indian capitalist class has ‘come of age' and is undertaking 
industrial ventures abroad in its drive towards capital accumulation. 

[This paper is being published in two parts. The concluding part will appear next week.] 


Introduction 

THIS is an empirical study of the 
phenomenon of foreign direct investment 
(FDI) from India, its evolution over time, 
and across industries. Our attempt is to 
arrive at estimates pertaining to FDI on ac- 
couni of all business activities incorporated 
abroad, except banking and insurance. 
Branch operations, whatever be the nature 
of activity, are entirely excluded because 
almost no data on branch operations is 
available. We also exclude investments 
abroad by the so-called ‘non-resident’ 
Indian.s. FDI from India in the post- 
independence period is also not sharply 
distinguished trom FDI in the pre-indc- 
nendence period. 

Section 1, covers the antecedents ol FDI 
from India, and is based entirely on secon¬ 
dary sources. Section 11, introduces the 
phenomenon while Section III, based entire¬ 
ly on data published by the Reserve Bank 
of India (RBI), gives a rough estimate of the 
magnitude of the phenomenon prior to I%1. 
Sections iV and V deal with the period after 
1964, which is the focus of this study. 1 he 
years 1962 and 1963 had to be excluded 
becau.se there is no data whatsoever for these 
years. Section IV includes a discussion on 
the sources of data and their limitations, and 
the method of aggregation used to arrive at 
the time patterns and other aspects of FDI 
from India on account of the official 
category of firms abroad, the ‘Joint Ven¬ 
tures' (JVs). It is based largely on informa¬ 
tion collated from government files pertain¬ 
ing to individual JVs. Section V covers other 
firms abroad, particularly the official 
category, ‘subsidiaries’ for which there is no 
published data. As regards JVs, while 
published data exists, it is inadequate and 
can be quite misleading. Hence both sections 
IV and V—-being based on unpublished in¬ 
formation. include a rather long discussion 
on the limitations of the data. Section VI 
brings together some impor'ant results per¬ 
taining to FDI from India; the magnitude 
of the phenomenon in comparison to FOl 
frem other important less developed coun¬ 


tries (LDCs), like Braril, Mexico, South 
Korea, and .small developed countries UK's), 
like Spain, Austria, etc, home invcstmcni.s, 
and FDI into India. Section VI1 covers the 
geographical spread of FDI from India. Sec¬ 
tion VIII pieseiits the industry-wise pattern 
of FDI from India. Section IX covets Indian 
‘subsidiaries’ based on information gathered 
from a variety of .sources. An important 
motivation underlying the emergence of 
these firms is the opportunity they offer to 
transfer and maintain funds abroad, bypass¬ 
ing highly restrictive exchange regime. 

I 

Antecedents 

The beginnings of direct foreign in¬ 
vestments from India cannot be traced with 
any degree of precision. Even in the colonial 
period, there were a few cases of companies 
resident in India owning or controlling othei 
companies abroad. We will also observe that 
indigenous capital, unlike Biitish capital in 
India, had invested on a fairly large scale in 
physical assets particularly in the countries 
which were also under British colonial rule, 
such as Burma and the East African coun¬ 
tries. There as no systematic evidence on 
foreign inve.stments in the colonial period. 
But we do know that the British commercial 
penetration of its colonial posse.ssions in 
Asia, and to a large extent in Africa were 
aided by the spread of Asian merchants 
mainly, Chinese and Indian. Important 
among the Indian groups arc the Gujarati 
seths and Indian Muslim merchants in Hast 
Africa, the South Indian chettiars in Burma, 
Ceylon and Malaysia. The chettiars also had 
a small pre.sence in Nigeria. 

Inevitably, the bulk of the activities of 
these businessmen was confined to trade, 
commerce and moncylending. There were 
hardly any investments in industry except 
those related to the trade in raw materials— 
for example, sisal processing and cotton 
ginning in East Africa, wood processing and 
rice milling in Burma.' This feature was not 
at all surprising since the colonial policy was 


effective in preventing their industrial 
development.* Nevertheless, the penetration 
of the Indian trader in Burma, Ceylon and 
East Africa' was very deep and this class of 
Indians played an important role in the ex 
ploitation of these countries, viz, their ac¬ 
tivities constituted the prime channel for the 
surplus extracted from the country.^ It is 
not altogether unimportant that they carried 
out this task at a time when metropolitan 
capital Itself was undergoing vast changes 
and could not direcily have indulged in the 
kind of petty operations that internal trade 
entailed. 

Strictly speaking, the activities of Indian 
inea'hants abroad were not direct investment 
proper, since the investments abroad weic 
often accompanied by the migration of ‘he 
owners themselves. Even then we must keep 
in mind, the peculiar position in which the 
emigrant trading community was placed. 
While thcic was always an accompanying 
migration ofAhe owners, most of them did 
not sec themselves as setticis, but as being 
temporarily resident in a foreign country in 
order to make money. Their tics with the 
mother country were strong and there was 
a constant exchange of men, money and 
tnaterials between the oveiscas and domestic 
operations.' We shall argue below, that 
their ‘centre ol interest’ did not lie in the host 
country. 

Colonial conditions meant that the big¬ 
gest and most lucrative busines.ses were kept 
away from the Indians. Indian traders in 
Africa could not buy agricultural land. 7'his 
maintained the monopoly of the white set¬ 
tlers over agricultural lands in Eastern 
Alrica. Wholesale toreign trade too was 
largely in the hands of British capital and 
Indian capital could make dents in this area 
with only the greatest difficulty. The racist 
and other discriminating practices of the col¬ 
onial government constantly kept alive the 
consciousness of Indian trader as an Indian 
and different from the Briton. The economic 
relations of the Indian trader with the local 
population, which were based on exploita¬ 
tion, was another force that kept the Indians 
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together without creating significant dif¬ 
ferentiation among them. Thu.s, the pettiest 
of Indian trader (and professional) saw his 
interest lying alongside that of the biggest 
Indian merchants, rather than the native 
people. Therefore we may not be too far 
from the truth to conclude (hat Indian 
capitals in these countries contained an 
element of proto-non-rcsident capital.^ 

With the collapse of colonialism in East 
Africa and with the Burmese seizing inde¬ 
pendence, Indian capital was severely con- 
.stricted and its exodus from these countries 
began. These happenings underline the 
character of Indian capital in these 
countries. Eventhough strictly not foreign 
direct investment, neither was it immigrant 
capital of the type that went from Europe 
(but especially from the UK) to the white 
colonies. We note in passing that Chinese 
capital in South East Asia, is of an in¬ 
termediate variety. It ranges from having 
nearly fully settled status in Thailand and 
Singapore, to one of continuing antagonism 
in Indonesia and Malaysia.’ We view In¬ 
dian capital abroad in the colonial period 
as the antecedenis of direct investments from 
India. 

II 

Br'ginningR 

The beginning of direct inve.stmcnt, in the 
strict 'sense of the term, in the post- 
independence period may be assixiated with 
the establishment of a textile mill in Ethiopia 
in 1955 by the Birla's. This was an attempt 
by Indian capital to demonstrate that it had 
come of age, and was capable of undertak¬ 
ing industrial ventures abroad. later ven¬ 
tures by the Birlas and Singhanias in Kenya 
and Uganda in the mid-sixties, in the wake 
of these countries gaining independence, 
similarly had the effect of demonstrating the 
industrial in contrast to the commercial in¬ 
terests of Indian capital. The large majority 
of the Indians resident in these countries on 
the other hand, began to repatriate their 
capital to safer locations in Britain. 
Hongkong, India, etc, and thu.s called upon 
themselves the wrath of the local people." 
The elites among the local people were 
transforming themselves into traders and 
businessmen replacing Indians, via state sup¬ 
ported cooperatives, for instance in Uganda 
and Ihnzania. Indians had a longer run in 
Kenya where some of them have been able 
to successfully make the transition to in¬ 
dustrialists. In Burma the state itself largely 
nationalised the land and the rice mills 
around which Indian activities were concen¬ 
trated, and sent back most of the Indians. 
In Sri 1-anka, until very recently, Indian 
traders continued to operate. In Kenya, direct 
investment from India was helpful, albeit in 
a small way, in the Indians there being able 
to make the transformation into industrial 
capitalists. 

The Indian government, keeping the long- 
' interests of India and its capitalists, 
a pro-African stand in the struggles of 


the indigenous Africans against the settled 
Indian commercial classes and publicly ex¬ 
pressed dissatisfaction against the behaviour 
of the Indians ‘settled’ in Africa, the large 
majority of whom could not see beyond 
their old roles. While much of India’s foreign 
policy in Africa during this period was not 
motivated by the immediate, economic con- 
sideration.s,'the Indian government was not 
averse to pushing the Indian lobby within 
the Kenyan government to take decisions 
favourable to monopoly capital based in 
India.^ 

Malaysia and Thailand attracted two ven¬ 
tures from India, and Nigeria and Ceylon 
one each, before 1964. The Birlas were in¬ 
strumental in all these ventures except the 
one in Ceylon. 


Ill 

Trends in Foreign Direct 
Investment before 1964 

The principal task of this paper is to trace 
the growth of the phenomenon of direct in¬ 
vestment from India since the mid-sixties. 
But before we do this it is important to dtaw 
up a picture of direct investments from and 
around the time of independence until the 
mid-60s. 

The only official source during the period 
1948 to 1961 in the ‘Census of India’s Assets 
and Liabilities (1950)* for mid-1948, and the 
subsequent ‘Survey of India’s l oreigti Assets 
and Liabilities’, pertaining to the years 1953, 
1955 and 1961, brought out by the Reserve 
Bank of India (RBI)."’ The Census of 1950 
had a category called direct proprietary in¬ 
vestments in partnership firms, and direct 
investments of equity and creditor capital in 
joint stock companies ‘controlled’ by 
residents in India. ‘Direct’ proprietary in¬ 
terest in partnership firms amounted to a 
meagre Rs 13 lakhs, principally in British 
Africa and Aden with a small amount in 
French Indochina. Similarly, direct invest¬ 
ments in-companies abroad amounted to a 
rather small sum of Rs 78 lakh of equity 
capital being concentrated in the UK (Rs 69 
lakh) with small sums in Burma and British 
Africa. As we shall see below, the above 
figures understate the stock of direct invest¬ 
ment abroad. In the first instance, the 
distinction (which was retained in the later 
surveys) made in the Census, 1950 between 
‘direct’ and ‘portfolio’ equity/proprietary in¬ 
vestment in the case of both join stock com¬ 
panies and partnership firms may not have 
been very meaningful. The Census, 1950 
adopted the critetja of ‘control’ to determine 
the dirKtness of equity investment. ‘Con¬ 
trol’ was defined the same way for both 
assets abroad and for liabilities. The key to 
the definition, “All companies 40 per cent 
or more of the ordinary shares of which are 
owned in any country outside India have 
beer, taken as direct investments of the coun¬ 
try where this proportion of the holding is 
located’’," meant that Indian holdings of 
less than 40 per cent abroad were not 


reported as direct investments. The inade¬ 
quacy of such a definition when used to map 
out the role of foreign capital in India has 
been pointed out by several scholars.'^ 
There is no reason to suppose that the same 
definition should have been satisfactory in 
the case of Indian controlled firms abroad. 
In other words we suggest that a substan¬ 
tial part of the ‘portfolio’ equity investments 
in joint stock companies and proprietary in¬ 
terest in partnership firms abroad would 
have been investments in firms controlled by 
Indians. ‘Portfolio’ investments were not in¬ 
substantial. The total equity capital in ‘port¬ 
folio’ companies amounted to Rs 24.17 crore, 
and proprietary interest in partnership firms 
amounted to Rs 3.69 crore.'-’ A substantial 
part of these investments should indeed be 
considered as direct investments since con¬ 
trol is often possible with shareholding much 
below 40 per cent. Secondly, investments in 
retail shops and petty establishments were 
rather arbitrarily treated as portfolio in¬ 
vestments. Lastly, the coverage of the Census 
may not have been complete. A government 
ordinance made it compulsory for all in¬ 
dividuals and institutions having as.sets-dut- 
side and for institutions and firms held by 
persons abroad, to submit reports to the 
Census. Nevertheless, the coverage of in¬ 
dividuals, proprietary and unregistered part¬ 
nerships in India could not have been com¬ 
plete, since the government lacked a com¬ 
plete list of those who constituted the 
universe. Only those paying super lax could 
be brought under the net of the Census. 
Those paying ordinary income-tax were not. 
While this would hardly have affected the 
estimates of India’s liabilities, it is quite likely 
that the figures of India's assets abroad are 
understated. A more serious omission arises 
from the conceptual definitions used to 
select the individuals from the members of 
a joint family whose as.sets were included; 
only those individuals who had completed 
a full year’s residence prior to the notifica¬ 
tion of the Ccn.sus or intended staying in 
India for at least a year continuously were 
included in the Census. The proportionate 
share of such individuals in the joint family’s 
assets abroad constituted ‘direct’ in¬ 
vestments. This method as the Census itself 
pointed out, excluded a great many indi¬ 
viduals who moved in and out of India like 
the chettiar-s. 

The problem of coverage above docs not 
affect equity share capital as well as other 
assets held abroad by joint stock companies. 
From Table 1 it is evident that out of the 
total assets of a long-term nature, Rs 107.43 
crore the bulk, Rs 79.77 crore, was held by 
Indian nationals (individuals). Since under¬ 
estimation mainly affects the assets of in¬ 
dividuals, the overall asset position is also 
underestimated. Unfortunately, we have no 
basis to even arrive at guestimates of the 
amount of underestimation. Foreign na¬ 
tionals resident in India, primarily British 
citizens, held only a small part of the assets 
abroad (S.19 per cent). This reflects the fact 
that even at this early date Indian tn- 
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vestments abroad were largely independent 
investments, and not investments indirectly 
having their origin in Britain. 

Shares and proprietary interest in partner¬ 
ship firms were not the most important form 
of asset holding. Buildings, factories' and 
mines were equally important and land and 
estates much more. A minor part of these 
assets, except the factories held abroad by 
Indian joint stock companies (R$ 1,200.64 
lakh) pertained to industrial activities. 
Anyway most of them where in Pakistan 
(Rs 1,178 lakh) arising out of the partition 
of the country. Factories and mines were 
held in Burma (Rs 54 lakh) and Ceylon (Ks 7 
lakh). The investments in Burma reflect 
largely the well known chettiar investments 
in rice mills and perhaps in a few other 
timber-based industrial firms. Of the lands 
and estates of Rs 4,809.07 lakh, the bulk, 
nearly 89.6 per cent, was held by Indian na¬ 
tionals. Burma (Rs 2,911 lakh) Malaya 
(Rs 876 lakh), Ceylon (Rs 308 lakh) and 
French Indochina (Rs 165 lakh) were the im¬ 
portant countries in which land was held by 
Indian nationals. These were mainly chettiar 
holdings. OI the Rs 298 lakh worth of land 
held by Indian joint stock companies, Rs 263 
lakh worth of land was in Pakistan, which 
again arose due to the partition of the 
country. 

Buildings abroad were largely held by 
Indian nationals, Rs 1,580.98 lakh out of 
Rs 1,733.65 lakh. These were mainly in 
Malaya (Rs 492 lakh), French Indochina 
(Rs 392 lakh), Burma (Rs 329 lakh), the UK 
(Rs 125 lakh) and Ceylon (Rs 116 lakh), 
again'reflecting largely the assets of traders 
including those of the chettiars. 

Out of the total of Rs 2,575.18 lakh held 
in the form ol shares and debentures, only 
Rs 400.37 lakh were held by (jpreign na¬ 
tionals of which Rs 354.53 lakh constituted 
the value of ordinary shares. The important 
countries were the UK (Rs 142.07 lakh), 
Canada (Rs 74.97 lakh) and the US 
(Rs 72.24 lakh). The bulk, Rs 2,043.64 lakh 


of ordinary shares in contrast, was held by 
Indian nationals, firms and joint stock com¬ 
panies. The geographical distribution of the 
value of ordinary .shares held by Indians is 
given in Table 2. 

Assets held in the form of equity sbt.i'es 
were concentrated in a few countries mainly 
the UK, Burma and Ceylon. The case of 
Pakistan is not important since it aro.se out 
of the partition of the country. About Rs 4.5 
crorc and Rs 1.5 crore worth of shares (at 
market value) were held in Burma and 
Ceylon respectively. This is indicative of the 
deep penetration of these economies by 
Indian traders and proto-induslrialists. 
Fioldings in the form of shares of companies 
rather than physical assets dircctly'reflect the 


emergence of larger firms in these countries, 
operated by Indians. 

It is difficult to discern a trend upto the 
sixties because the surveys which followed 
the Census of 1950 were much less ambitious 
in their scope: “Individuals and small 
business enterprises have been excluded... 
since they accounted for barely one per cent 
of the country's total foreign obligations and 
claims, although in that Census their returns 
numbered over 20,000"'' We can never¬ 
theless map out the change in the assets 
abroad of joint stock companies registered 
in India. 

W'e observe from Table 3 that the total 
asset holdings in the relevant categories 
(shares, debentures, lands, buildings, fac- 


1 ABi r 2: Vau'I or Ordinary Sharps Hn d Abroad by Indian Naiion.sis. Firms and Joint 
StOSK COMI’ANIPS AS ON JUNh .30, 1948 

(Rs lakh/ 


Country 

1 ndian 
Nationals 

Indian 

Firms 

Indian Joint 
Stock Cos 

Total 

Percentage 
to Total 

UK 

539.1.5 

63..50 

230.54 

833.19 

40.77 

Burma 

469.60 

5 75 

51.97 

527..32 

25.80 

Ceylon 

162.64 

1.74 

19 69 

184.07 

9.01 

Pakistan 

115.17 

5.72 

43.56 

164.45 

8.05 

Australia 

95.73 

-• 

ncgl 

95.73 

4.68 

Hongkong 

61.68 

l.(X) 

1 92 

64.60 

3.16 

British Africa 

43.89 

1.88 

negl 

45.77 

2.24 

USA 

25.39 

ncgl 

10 70 

36.09 

1.77 

Malaya 

22.93 

0.77 

0.65 

24.34 

1.19 

Canada 

15.74 

-- 

5.24 

20.98 

1.03 

French Africa 

15.00 

. 

— 

15.00 

0.73 

Netherlands 

2.75 


6.12 

8.87 

0.43 

Union of South Africa 

6.90 

negl 

0.67 

7.57 

0.37 

Mauritius 

5.60 

— 

— 

5.60 

0.27 

New Zealand 

4.58 

ncgl 

negl 

4..58 

0.22 

China 

1.27 

— 


1 27 

0.06 

Swii/erlaiid 


0.96 


096 

0.05 

Belgium 

negl 

0 76 

- 

0.76 

0.04 

Other countries 

1.58 

0.32 

0.58 

2.48 

0.12 

Total 

1589 60 

82.40 

371.64 

204.3.64 

lOO.(X) 


Note: ncgl = negligible: — nil. 

Source: Collated from StaiementN78, 84 and 88 of RBI (1950). 


Tabi f 1; CbRTAiN Categories or Assets Held Abroad by ihe Private SEcroR* in India as on June 30, 1948 

(Rs lakh) 


Category of Asset Holders 

Type of asset''''-'--..^ 

Indian 

Nationals 

(1) 

Foreign 

Nationals Re.si- 
dent in India 
(2) 

Firms 

(3) 

Indian Joint 
Stock 

Companies 

(4) 

Total 

(5) 

Total Excluding 
Foreign 
Nationals 
(6) 

Partnership interest in proprietary firms 

369.79 

11.99 

negl 

negl 

381.78 

(3.55) 

369.88 

(3.63) 

Shares and Debentures 

1681.70 

400.37 

85.04 

408.02 

2575.13 

2174.76 

(i) Ordinary shares 

1589.60 

354.53 

82.40 

371.64 

2398.17 

2043.64 

(ii) Preferance shares 

61.04 

27.76 

2.23 

32.28 

123.31 

95.55 

(iii) Deferred shares 

1.15 

1..57 

0.02 

0.46 

3.56 

1.99 

(iv) Debentures 

29.55 

16.51 

0.39 

3.64 

50.09 

33.58 

Lands and estates 

4307.23 

104.03 

100.24 

297.57 

4809.07 

4705.04 

Buildings 

1580.98 

41.45 

47.27 

63.86 

1733 65 

1692.11 

Factories and mines 

37.30 

negl 

5.33 

1200.64 

1243.27 

1243.37 

Total 

7977.33 

557.93 

237.88 

1970.09 

10742.90 

10185.06 


(74.25) 

(5.19) 

(2.21) 

(18.34) 

(100.0) 

(94.81) 


Note: * Excluding banks and insurance companies. 

Source: Collated from Statements 76, 78, 79, 81, 82, 85, 88 of RBI (1950),“Report on Census of India’s Foreign Liabilities and Assets (as on 
June 30, •948)", Reserve Bank of India. 
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lories and mines) from end-1953 to end-1961 
have either remained stagnant or declined. 
The total consists of holdings of both locally 
controlled joint stock companies and com¬ 
panies which in turn were controlled from 
abroad. As regards the indigenous joint 
stock companies, there was a decline in the 
total asset holding during the period from 
1948 to 1955, and then a rise there after upto 
1961. The fall has been particularly steep in 
lands, buildings, factories and mines. But we 
know that the large bulk of such physical 
a.ssets arose out of the partition of the coun¬ 
try. Going on to the ordinary shares held by 
indigenous joint stock companies (i e, others) 
we do notice a perceptible improvement 
from Ks 372 lakh in 1948 to Rs 427 lakh in 
1955 and to Rs 763 lakh in 1961. 

'Affiliates' investments show a rise from 
Rs 78 lakh in 1948 to Rs 446 lakh in 1961 
which works out to an average compounded 
growth rate of about 12 per cent. We had 
earlier discussed the problems arising out of 
the definition of 'direct' investments. Since 
the surveys as well as the earlier Census used 
the same definition, perhaps a comparision 
over time may not be out ot place. Almost 
the entire growth in equity share capital held 
abroad has been in 'affiliates’ and sub¬ 
sidiaries while the 'poitfolio' equity slock 
has remained nearly constant. Nevertheless, 
we cannot claim that the direct investments 
had become a systematic phenomenon, first¬ 
ly because the stock of Rs 4 crore is much 
too small. Secondly, since the figures refer 
to market value, these is a possibility that 
of the 12 per cent growth in this period a 
substantial portion could have arisen out of 
appreciation of share values (which only in 
part is due to reinvestments) rather than out 
of fresh outflows. But this possibility is 
negated, since much of the 'direct' invest¬ 
ments were to altogether new countries— 
British Borneo, Ceylon, Pakistan and 
Switzerland as is evident from Table 4. But 
even then we cannot eliminate the possibility 
that some part of this increase may have 
arisen due to the incorporation of businesses 
abroad previously run as branches; and due 
to incorporation of proprietary and partner¬ 
ship firms in India with equity holdings 
(greater than 40 per cent) of companies 
abroad. 


The surveys were not continued after 1961, 
and so strictly speaking it is not possible to 
build up any systematic and comparable 
data for the period after 1961. From 1950 
upto 1961, we have already observed that 
there was a stagnation in the total capital 
asset holding—equity share capital, deben¬ 
tures and physical assets. The direct invest¬ 
ment stock during the end of the period was 
about Rs 446 lakh. This implies an yearly 
addition of Rs 34 lakh. The RBI observed 
that this was a period of disinvestment or 
stagnant activity abroad; “Restrictions on 
the export of capital from India, as also in¬ 
creasing opportunities within the country 
appear to have discouraged any substantial 
increase m the holdings of foreign shares and 
debentures by Indian joint-stock companies 
over the period (1955-1961);'^'' 

IV 

‘Joint Ventures' Abroad 

For the period after the late sixties we have 
some data pertaining to the so called 'joint 
ventures' (JVs) abroad. For various reasons 
mentioned later this data is not amenable 
to comparison with that of the RBI’s 
surveys, and Census. Nevertheless, in this 
section we attempt to arrive at crude esti¬ 
mates of the direct investment outflows (non 
banking) for much of the period after in¬ 
dependence. Several studies since 1976*'’ 
have studied the phenomenon of JVs. Many 
of them have been exploratory/speculative 
in nature, being severely constrained by the 
lack of published data. While they have been 
based largely on anecdotal data, important 
and interesting hypotheses on issues related 
to appropriateness of technology, competi¬ 
tiveness of Indian firms abroad, etc, have 
been raised. Their focus has not been 
primarily to chart out the extent of the 
phenomenon. 

Although the earliest JV abroad was in 
1955 (the Birla unit in Ethiopia mentioned 
earlier) information on JVs have been main¬ 
tained .in a sy.stematic manner only since 
January, 1974, and detailed information on 
actual status of projects approved, only since 
1978.'* Before we build up a picture of 
direct investments via JVs, it is important to 


understand the nature of the data, the 
sources and their limitations. 

(i) Published Data 

Unlike in the case of several industrialised 
countries, data on direct investments abroad 
(based on exchange information) is not 
available. Neither is data on stocks of FDI, 
based on regular surveys of firms abroad.'* 
Therefore, official flow and stock data are 
out of question. Instead, we have built up 
the data pertaining to about 80 to 88 per cent 
of all firms abroad, individually for the 
period from 1964 to 1982. These have then 
been collated K> arrive at the aggregate pic¬ 
ture, as described below. We had mentioned 
earlier that JVs and 'subsidiaries’ are merely 
official categories. A firm abroad when set 
up with the approval of the government of 
India is categorised either as 'joint venture’ 
or a 'subsidiary’. The official distinction bet¬ 
ween the two is not satisfactory for analy¬ 
tical and perhaps even for administrative 
purposes. All 'subsidiaries’ were, until 


Tabi.i. 4: GrofiRAPHicAL Distribution oi 
Stock fcouirv Capuai Hn d bv Indian Joini 
Stock Companifs in Ai rii i.atfs Abroad' 

(Rs lakh) 


Countries 

As on 
F.nd-I%l = 

As on 
June 30, 
1948' 

UK 

176 

69 

British Borneo 

105 

Nil 

Pakistan 

53 

3 

Switzerland 

34 

Nil 

Ceylon 

27 

Nil 

Burma 

NA 

6 

Other countries 

43 

Nil 

Total 

438* 

78 


Note^: 1 “Direct Investments” as per definition 
in RBI (1950). 

2 From Statement 27, RBI (1964). 

3 From Table IV-17, RBI (1950). 

4 The difference between this figure and 
Rs 446 lakh (column end-1%1 (other) 
and row ordinary shares in affiliates 
of Table 3) could not be reconciled in 
the original source. RBI (1964). 

NA - Not available. 


Table 3; Certain Categories of As.sf.ts Held Abroad by Indian Joint Stock Companies 


(Rs lakh) 


Type of Asset Mid-1948, 

Other^ 

(1) 

End-1953, 

Total 

(2) 


End-l95S 



End-1961 


Controlled^ 

Other 

(3) 

Toul 

Controlled 

Other 

(4) 

Ibtal 

Ordinary shares 

372 

710 

281 

427 

708 

281 

763 

1044 

Ordinary shares in non-affiliates 

294 

— 

— 

— 

_ 

207 

317 

524 

Ordinary shares in affiliates 

78 

— 



— 

74 

446 

520 

Preference shares and debentures 

36 

70 

11 

35 

46 

2 

30 

32 

Lands, buildings, factories 









and mines 

1562 

1080 

116 

803 

969 

24 

829 

853 

Ibtal 

1970 

1860 

408 

1265 

1723 

307 

1622 

1929 


Notes: I Excluding banks and insurance companies. 

2 Other; purely indigenous joint stock companies. 

3 Controlled; companies in turn controlled from abroad. 

Source: (1) Based on Tkble I; (2), (3) and (4) from Ihble III, page 30 and Statement 26, page 97 of RI^I (1964). 
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recently, approved by the Ministry of 
Finance; Department of Economic Affairs 
and the Reserve Bank of India. They are all 
supposed to be near 100 per cent Indian 
owned firms. While most of them are indeed 
so, there are some which are only majority 
owned from'India. No data has been pub¬ 
lished thu.s far on these ‘subsidiaries’, not 
even a list of the approvals made. Indeed, 
their existence is hardly known to persons 
outside the relevant government departments. 
Thus, in answer to all the questions pertain¬ 
ing to direct investments abroad raised in 
Parliament, so far, the government has not 
acknowledged the existence of these firms; 
all its replies have been based on the other 
official category of firms abroad—the 
JVs.^*’ The official term ‘joint-ventures’ is 
misleading, since such firms may include 
majority owned Indian firms abroad, as well 
as firms (very few no doubt) in which the 
Indian parent firm has only a portfolio in 
tcrest. Until 1974, the JVs were approved by 
the Commerce Ministry. From 1974 onwards 
they are being approved by a special Inter- 
ministerial Committee on Joint Ventures set 
up with Commerce as the coordinating 
ministry. Generally, all industrial firms arc 
approved as JVs, but firms in trading and 
services are approved either as JVs or as 
‘subsidiaries’. 

I.ists of JVs have been published by the 
Indian Investment Centre from 1976 on¬ 
wards.-' Lists for 1979, 1980, 1981 and 1982 
were also available with the same organisa¬ 
tion. During 1981 and 1982, the centre fur¬ 
ther brought out studies on JVs.^^ The lat¬ 
ter contains some relevant aggregate infor¬ 
mation on JVs. This information covers the 
equity share capital abroad, the number of 
firms abroad, the geographical distribution, 
size-wise distribution of the equity share 
capital, and the mode of its build up. But 
more importantly, there are problems arising 
from incomplete coverage and improper 
reporting of JVs which would preclude any 
direct use of the data for many purposes. Vk 
mention the inadequacies below. 

(1) The data pertains to the actual equity 
share capital in units in operation, and the 
approved/actual equity in units under im¬ 
plementation. Thus it does not cover the 
portion of the reserves of the JVs at¬ 
tributable to Indian shareholders. 

(2) Moreover, not all increases in equity share 
capital of firms in operation are included. 
This is a failing on the part of the Commerce 
Ministry since the information is often 
available in their own files. 

(3) There are several JVs which as per records 
(the files of the Commerce Ministry) should 
have reached production, but they continue 
to be reported as being implemented. This 
of course, would not affect the overall 
estimate of equity share capital in both sets 
of units together. 

(4) Some JVs which had been reported 
earlier were not included in later publica¬ 
tions. There is no firm-wise information on 
why these firms are being omitted. 

(5) Firms, which in internal dbeuments are 


referred to as JVs,^^ are for some unknown 
reason not included. We do not know if they 
are included as ‘subsidiaries’. 

(6) In one instance, a particular firm 
abroad^^ was being reported as two firms 
abroad. 

(7^ Before 1981, the firms reported as being 
under implementation were not necessarily 
so. They pertained to approvals made which 
had not been officially withdrawn or given 
up. As .such, they included units which were 
abandoned by the entrepreneurs almost im¬ 
mediately after approval without any 
physical implementation of the project. 
Since 1981, the Commerce Ministry claims 
to be reporting only those ‘firms’ that are 
being actively implemented, but we are not 
too sure. 

(8) No mention is made of the principle 
followed in converting equity share capital 
to Indian currency. Our checks have revealed 
that no particular method has been con¬ 
sistently followed. Sometimes, the conver¬ 
sion has been carried out at historical values 
of the rate of exchange (when the unit was 
approved), in other cases at current exchange 
rates, and in still others at a rate that only 
approximated the current rate. 

(ii) The Data Base 

Given the above limitations, rather than 
rely on published data, we have tried to build 
up our own time series on the stock of equity 
share capital abroad, aggregating the figures 
for individual units. Data for individual 
units were collected from (1) the Agenda 


Papers placed before the Inter-Ministerial 
Committee on Joint Ventures, (IMCJV), 
hereinafter called Agenda Papers, (2) cor¬ 
respondence of the Indian parent firms with 
the government, (3) annual reports of the 
Indian parent firm and the firm abroad, (4) 
returns filed by the Indian parent firm with 
the Commerce Ministry, hereinafter Returns. 
Bits and pieces of information so obtained 
were pieced together to give a picture of the 
equity share capital abroad. As mentioned 
earlier, all these sources and more were 
available to the government, but it is quite 
clear that the .sources have not been put to 
their best use. 

Out of the 271 JVs, which were in some 
publication or the other of the Indian In¬ 
vestment Centre (IlC) brought out between 
1979 and 1984, reported as being cither in 
operation or under implementation, 26 
could he eliminated as approvals made that 
were not seriously taken up for implemen¬ 
tation. lie continued to report them as being 
under implementation, because until lately 
all approvals, not yet officially given up or 
not in operation were (rcsidually) considered 
as being under implementation. Since no 
publications prior to 1976 were available, we 
would miss those JVs that were active say 
in 1970 or earlier, but were wound up or na¬ 
tionalised before 1974. This is an important 
limitation which understates our final stock 
figures of Indian equity share capital for the 
period before 1970. The understatement is 
not likely to be large in absolute terms, but 
relative to the magnitudes of stock in this 


Tabit 5: 

FMiMAiho Stock or Inoian F.yuiis Shakl Capiiai in 

(1964-1982) 

‘Joint Vi nii 

'KIS’ Ahroao 

(Ks lakh) 

Year 

Number 

Total Equity 

Indian 

Year to Year 

Year to Yeai 

Growth in 

End 

of IVs 

Share 

Equity Share Additions in 

Additions in 

Indian 



C'apital 

Capital 

Total Equity 

Indian 

Equity Shaic 





Share 

Equity Share 

Capital 





Capital 

C'apital 

(Pei CtTil) 

1964 

5 

237 

108 

.. 

_ 


1965 

6 

292 

132 

5.S 

24 

22.2 

1966 

10 

565 

263 

273 

131 

99.2 

1967 

12 

730 

332 

165 

69 

26.2 

1968 

14 

1082 

403 

352 

71 

21 4 

1969 

. 21 

1404 

528 

322 

125 

31 0 

1970 

24 

2268 

809 

864 

281 

53 2 

1971 

32 

2815 

951 

547 

142 

17.6 

1972 

37 

4064 

1140 

1249 

189 

16.6 

1973 

41 

4637 

1300 

573 

160 

14.0 

1974 

62 

7000 

2185 

2363 

885 

68.1 

1975 

83 

10298 

3121 

3298 

936 

42.8 

1976 

96 

11371 

3610 

1073 

489 

15.7 

1977 

117 

14458 

4588 

3087 

978 

27.1 

1978 

145 

22700 

6975 

8242 

2387 

52.0 

1979 

159 

28096 

8354 

53% 

1379 

19.8 

1980 

189 

322.36 

9738 

4140 

1384 

16.6 

1981 

226 

46827 

13413 

14591 

3675 

37.7 


(225) 

(36479) 

(11603) 

(4243) 

(1865) 

(19.2) 

1982 

221 

49046 

13934 

2219 

521 

3.9 


(220) 

(37747) 

(11958) 

(1268) 

(355) 

(3.1) 

1983* 

221 

50792 

14354 

1746 

420 

3.0 


(220) 

(38904) 

(12275) 

(1157) 

(317) 

(2.7) 


Note: * Early 1983. Units approved in 1983 andin the last two months of 1982 arc not included. 
Hence figures for end-1982 and early 1983 are understated. Figures in brackets pertain 
to totals without one large unit in Senegal, the Indian Farmers Fertiliser Company. 
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period, it could be quite substantial, since 
before 1970 there were just about 20 JVs (in 
our data base) and if this number does not 
include say four units, then the correspon¬ 
ding relative understatement is quite high. 
During the period 1970-74, there would be 
few firms that were approved in the me 
period, reached commercial operations and 
were wound up, ail in a span of four years. 

On the basis of a 80 per cent (or more) 
sample, the stock of equity share capital 
abroad for each year was obtained and 
blown up for the entire population. For a 
few years the sample size is a little less than 
80 per cent, but in the early years when the 
population itself is small, the sample size 
always exceeded 80 pei cent of the ‘official’ 
set, because there were few units for which 
data was not available. Hence the estima¬ 
tions for the populations arc quite good. The 
average equity share capital per unit was ob¬ 
tained for each year by estimating the best 
fit for trend in average equity size over the 
period 1964-82. The for this fit was 
0.943 for total equity share capital in .IVs and 
0.878 for Indian equity share capital. For this 
estimation exercise the equity share capital 
of one unit in Senegal by the Indian Farmers 
Fertiliser Corporation (IFFCO) and the 
government ot India, was kept aside. Next, 
the average values were multiplied by the 
number of units foi which data was not 
available to obtain the total and Indian equi¬ 
ty share capital abroad, for each year for 
such units together. These values were added 
on to stock figures of total and Indian equity 
share capital of the units for which data was 
available to obtain the final figures. T he final 
figures are presented in Table 5. They do not 
suffer from the limitations (2), (3) and (7) 
outlined earlier 

Before we draw any conclusion from 
Thble 5 or subject it to further analysis, it 
' is important to complete the picture as 
regards JVs, i e, to arrive at estimates of the 
reserves abroad attributable to Indian 
shareholders. From a sample of 74 JVs 
which were in production sometime before 
1982, the data on equity share capital, 
reserves (and networth) was obtained for 
several years for each firm. The average 
equity share capital ratio was obtained over 
the 74 firms and over the years. The average 
(over years) for individual firms varies 
widely being concentrated around two ex¬ 
tremes reflecting extremes in the perfor¬ 
mance of the JVs. Nevertheless, these 74 
firms constitute a 50 per cent sample of all 
units that achieved commercial operations 
including those that svere subsequently aban¬ 
doned, in terms of numbers, and over 60 per 
cent in terms of the equity share capital. 
Hence, the estimated ratio is fairly robust. 
It was used to estimate the total value of 
reserves In JVs that had reached commercial 
operations for the years 1970, 1974,1978 and 
1982. From these stock figures the flow on 
account of additions to reserves could be ob¬ 
tained for the period 1962-1970, 1971-1974, 
1975-1978, 1979-1982, as in the second row 
of Table 6. 


T\Bi.t 6: EsTiMATt-o Avcrage Annum. Foreign Direct Investments from India- (19S0-1982) 

(Rs lakh) 

1949-1%!' 1964-1970 1971-1974 1975-1978 1979-1982 


1. Additions to Indian equity 
share capital in ‘joint 


ventures’ abroad* 
Additions to reserves 
(atttibulable to Indian 




89.88 

344.50 

1197.50 

1739.79 

parent firms) ‘joint 
ventures’ abroad’ 




17.30 

66.84 

192.33 

135.83 

Total on account of JVs 
abtoad = (1) -i- (2) 




107.18 

411.34 

1389.83 

1875.62 

Estimated addition to 

(i) 

bcsi 

— 

64.72 

248.22 

838.51 

1131.64 

equal share capital of 

(li) 

upper 

- 

88.13 

338.02 

1141.86 

1541.(M 

‘subsidiaries’ abroad'* 

(iii) lower 

■- 

49.16 

188.55 

636.94 

859.61 

lotal on account of all 

(il 

best 

34.00 

171.90 

659.56 

2228.34 

3007.26 

turns abroad (3)-i-(4) 



(0.72) 

(2.79) 

(8.53) 

(26.01) 

(35.27) 


.(II) 

upper 

34.00 

195.31 

749.36 

,2531.69 

3416.66 




(0.72) 

(3.17) 

(9.69) 

t29 55) 

(40.07) 


(in) lower 

34.00 

156.34 

599.89 

2026.77 

2735.23 




(0.72) 

(2.54) 

(7.76) 

(23 66) 

(32.08) 


,\oie\: 1 Based on Table 3. The stock of equity shaic capital in affiliates from 'controlled' firms 
in India is not known for the mtial year, i e, mid-1948. The flow on account ot this 
slock at the maximum (assuming that all of it was built up over the period 1949-1961, 
would atiiuuiil to only Rs 5.29 lakh per year. We have ignored the contribution trom 
the ‘controlled' linns, since it is most likely that the slock ot equity shaie capital abroad 
lor these firms did not change significantly. Also sec notes to Table 3. 

2 These are derived Irorn Table 5. liible 5 is estimated from a sample ot ovei 80 per cent 
for all years separately. 

3 The total equity share capital in production units is multiplied with a ratio ot 
reserves/equity share capital ~ba.sed on a sample of over 60 per cent to airive at stocks 
ol reserves, [he portion attributable to Indian shareholders is then obtained from the 
slock and from these, the flows are obtained. 

4 The estimates are based on a very poor sample of only 9 per cent. Sec text for details 
in the method of estimation and the limitations. The upper and lower bounds straddle 
a 70 per cent confidence interval. From the stock values end-1982 (best, upper and lower), 
the stock due to the period 1949-1961 is subtracted. From these adjusted stock values, 
the flows are obtained by assuming that the time pattern of build up ol this stock has 
been the same as for ‘Joint Ventures’. This heroic assumption has been made because 
conceivably there is no other way. Any way, the need is only to arrive at an approx¬ 
imate estimate of the flows of FDI from India. The figures in brackets are in million 
US dollai.s. 


TAiur7; Indian Eoi'iii ShakeCapiiai in ‘Joini Vi niures Abroad’ Aicordin(. loOinci-vi 

SOIRCLS 


(Rs crore) 


As on Production Units Units Under All Units 


Dale 

Number 

Indian 

Fquily Share 
Capital 

Implementation 
Number Indian 

Equity Share 
Capital 

Number 

Indian 

Equity Share 
Capital 

31-12-1983' 

154 

62.55 

81 

59.57 

235 

122.12 

31-3-1983^ 

140 

55.77 

88 

62.28 

228 

118.05 

31-3-1982’ 

134 

46.37 

86 

71.83 

220 

118.20 

I-1-I981’' 

116 

39.30 

90 

42.62 

206 

81.92 

30-6-1980’ 

116 

34.30 

84 

53.00 

200 

87.30 

31-3-1980" 

117 

35.71 

87 

56.94 

204 

92.65 

1-7-1979’ 

107 

30.93 

95 

43.84 

202 

74.77 

1-8-1976" 

67 

17.74 

69 

15.73 

136 

33.47 


Sources: 1 Annual Report of the Commerce Ministry, 1983-84, Chapter IX. 

2 Indiafi Investment Centre (11C), Internal document. 

3 lie, ‘Joint Ventures Abroad: An Apprai.sar, June 1983. 

4 lie. Internal document. 

5 Ministry of Commerce, as reported in J C Srivastava, Business Standard, August 20, 
1980. 

6 lie, 'Joint Ventures Abroad; An Appraisal’, May 1981. 

7 lie, as reproduced in Tushar Bhatt, Business Standard, March 21, 1980. 

8 Ministry of Commerce as reproduced in Indian Institute of Foreign Trade, ‘Joint 
Ventures Abroad’, 1977, IIFT, Delhi. 
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Firms Abmad Other than JVs 

In this section we try to arrive at a rough 
estimate of direct investment in firms other 
than ‘official’ JVs. First of all, there iS'the 
official category—‘subsidiaries’. The 
predominant majority of these firms abroad 
arc 100 per cent held by Indian firms and 
are mostly in trade, investments, agency, 
business, consultancy services or act as 
holding companies of other companies 
which sometimes includes JVs. Unofficial 
inquiries made with the Finance and Com¬ 
merce Ministries reveal that there were about 
250 such firms, with about half of them be¬ 
ing in the advanced capitalist countries. 
From various sources, including newspapers, 
accessible government files, we have built up 
the partial list of firms abroad which are not 
included in the ‘official’ JVs. Many of tliem 
are known to be ‘subsidiaries’. For some 19 
of them the relevant data on equity share 
capital and reserves was available. Using 
these firms as a sample we attempt a pro¬ 
jection on to the entire universe of about 250 
firms to arrive at an estimate of the stock 
of equity share capital abroad as circa, 1983. 
A few tif the subsidiaries of ‘subsidiaries' 
abroad, known to be controlled by firms in 
India (more than 50 per cent of the equity 
share capital being directly or indirectly held) 
are also included. Thus, foi example, Shaw 
Wallace and Company’s (SWC’s) 100 per 
cent sub.sidiary Shaw Wallace and Hedges’ 
(SWH’s) 100 per cent subsidiaries such as 
Ceylon Polish and Preservatives, Ice Hedges 
and Company, etc are also included in this 
list. 

We would like to have kept aside all bank¬ 
ing capital, since in any ca.se the bulk ol 
Indian banks operations abroad take the 
form of branch operations,^' and we have 
hardly any iiitoimation on them. Neverthe¬ 
less, a couple of banking companies would 
constitute part of the ‘official’ subsidiaries 
and so arc retained, since separate figuies 
of equity share capital and reserves in these 
units could not be obtained. We have not in¬ 
cluded those cases where, based on indirect 
circumstantial evidence, we only suspect 
Indians to have firms abroad. Some of them 
are known to have been nationalised or 
wound up. Many of them have been men¬ 
tioned as JVs in some internal documents 
or the other of various ministries. Others 
were mentioned as being JVs in early reports 
of the Indian Investment Centre. But subse¬ 
quent publications are not indicative of their 
status. From official sources we do know 
that of the 106 JV approvals made prior to 
1970, circa 1982, 22 had been abandoned 
after achieving commercial operations, 65 
were not taken up for implementation and 
19 were still in operation. Of the 22 aban¬ 
doned we have been able to include only four 
in our data base. The others, having been 
abandoned quite early, no data was availa¬ 
ble. Thus, there are 18 firms not included 
in the universe of JVs. Some of them would 


most certainly be in our list of cases where, 
based on indirect circum-stantial evidence, we 
suspect the exisunce of firms abroad. The 
noninclusion of these early JVs, now per¬ 
haps defunct or abandoned is the reason for 
the underestimation of the stock of equity 
share capital in the years prior to 1970. 

As mentioned earlier, the subsidiaries 
belonging to SWC and BBTC are rather ex¬ 
ceptional and so have not been used in the 
sample'study (of 19 firms). For these firms 
we have the information on the equity share 
capital as well as the Indian portion of the 
same. These 19 firms out of the known 
universe of about 245 firms (250 minus the 
‘official’ subsidiaries of SWC and BBTC) 
constitute a rather poor sample. Never¬ 
theless, we have tried to estimate the figures 
of direct investments based on this sample. 
The Indian equity share capital of the sam¬ 
ple follows a lognormal distribution. Hence, 
through the mean of the logarithms of the 
share capital the ‘average’ equity per unit 
works out to Rs 8.89 lakh. A 70 per cent 
confidence interval had respectively Rs 5.91 
lakh and Rs 13.38 lakh respectively as the 
lower and upper bounds. These are equi¬ 
valent to an average of Rs 2,179.03 lakh and 
upper and lower bounds of Rs 3,279.08 lakh 
and Rs 1,448.20 lakh, respectively, for the 
entire .set of 245 firms. An average reserve/ 
equity share capital ratio for the sample 
firms of 2.11 was applied to the equity share 
capital values to give the estimated reserves, 
and so the net worth attributable to Indian 
shareholders wa.s obtained. The values for 
SWC and BBTC’s subsidiaries were added 
on to arrive at the stock of direct in¬ 
vestments, circa 1983, of Rs 98.02 crore. 

A further heroic assumption was made to 
arrive at the annual average flows: it was 
assumed that this stock of direct investment 
capital was built up over time in roughly the 
same time pattern as the stock of direct in¬ 
vestment in JVs, with one exception. The ad¬ 
dition to stock that was known to have taken 
place during the period 1948-1961, was sub¬ 
tracted out. Around l%l, the FDI stock was 
taken as Rs 520 lakh (Table 3—ordinary 
shares in affiliates). We arbitrarily a.ssumed 
about two-thieds of the stock to be the con¬ 
tribution from this period to the stock circa 
1983. Removing from the stock circa 1983 
the assumed contribution from this period, 
the remaining was distributed over the four 
sub-periods according to the time pattern of 
build up of direct investment stock in JVs. 
This gave us rows 4 (i), (ii) and (iii) of fable 6 
below, being the most probable, upper and 
lower bound estimates. 

VI 

Some Reaulta 

The following observations can be made 
from the data we have marshalled: 

(I) Our estimates differ significantly from 
what the government’s published data would 
indicate (see Table 7). The latter 
underestimates the phenomenon of FDI. 


The most important reasons for this 
underestimation are: (1) increase in equity 
share capital of firms abroad are not incor¬ 
porated in the aggregate figurc.s, particularly 
when they arise out of bonus issues; 

(2) government computations do not use a 
clearly defined basis for converting the equi¬ 
ty share capital into rupees. To the extent 
that the computations have been at historical 
rates (prevailing at the time of approval), or 
at notional rates, and the rupee has subse¬ 
quently depreciated with respect to the par- 
ticulai toreign currency, there is 
underestimation. Government estimates, 
particularly for the years 1980 and earlier 
include projects which have not been im¬ 
plemented which leads to overestimation. It 
is the dubious compensation of these two 

Tabu 8: MAc.NitiiDt oi Fori u.n Dtm< i In 
\ EM MINI Oottlow.s AN iNt t R-CuijN1RY 
COMI'ARt.SON 

fUS S million) 


Source Countries 

To all 
Countries' 

To LDCs' 

Porigual' 

2.6 

. „ 

Chile’ 

10 9 

_ 

South Korea’ 

15.1 


Colombia’ 

18 1 

_ 

India' 

35 3 

28.7 

Denmark 

52.3’ 

71.9’ 

Philippines’ 

66.9 

— 

Austria 

89.8 

21.1 

Finland 

106.0 

16.4 

Norway 

120.1 

13.8 

Kuwait’ 

184.8 


Biaril’ 

IR8.I) 


Spain 

221.1 

— 

Australia 

344.1 

105.8 

Italy 

420.9 

243.5 

Sweden 

550.9 

104.5 

Belgium 

669 1 

— 

Netherlands 

2209.7 

275.0 

France « 

2359.2 

782.8 

Japan 

2551.7 

1335.3 

Canada 

2617.4 

389.5 

West Germany 

4262.0 

1193.5 

UK 

5755.8 

1074.1 

USA 

19547.2 

5861.8 


Nofei. (Ij I978-I98U annual averages. unle.ss 
otherwise stated 

(2) I975-I980 annual averages, unless 
otherwise slated. 

(3) 1977-1978 annual average. 

(4) Figures (or India constitute 
Indian equity share capital, and 
reserves attributable to Indian 
shareholders in both the ‘official’ 
categories of firms abroad— 
'joint ventures’, and ‘subsi¬ 
diaries’. See text for method of 
estimation and limitations. 

Souriei: (a) Originally from IMF’s Balance of 
Payments Yearbook, as 
reproduced in UNCTC, Third 
Survey, Annex Table II. I. 

(b) Originally OECD “IJevdopment 
Co-operation”, various issues, as 
u.sed in UNCTC, Third Survey, 
Annex Table II. I. 
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errors that makes government figures some¬ 
what closer to ours for the years before 1980 
(see Table 7). Since 1981 the government has 
been more careful about not including pro¬ 
jects which have not been implemented and 
hence the underestimation is very much evi¬ 
dent. The underestimation for 1982 (com¬ 
pare the figure of Rs 118.0^ croie tor early 
1983 from Table 7 with our estimated figure 
of Rs 139,34 crore for end l‘)82 from 
Table 5) is of the order of 1.S per cent. 

(2) The year to year additions to Indian 
equity share capital (which serve as a proxy 
for FDI flows), show much variations as do 
most FDI data. Despite large short-term 
variations in the yeai to year additions to 
the stock, there is a distinct rising trend. To 
focus clearly on the trend, we calculated the 
3-year moving avciage of the stock ot equity 
share capital in .IVs. I his shows a cleat ex¬ 
ponential pattern with f.iuK consistent 
average rate of growtlr ilic 3-year moving 
average of the Indian equity share capital 
grew over the period from 1965 to 1982 at 
a trend compound rate of ,30.5 per cent. The 
R* for the regression of log of Indian equi¬ 
ty share capital on time is 0.996. This growth 
rate is much higher than the growth rate for 
FDI outflows from the developed capitalist 
countrics--11.5 per cent during 1960-1970, 
and 1S.6 per cent during 1970-1980 and 
somewhat lower than the growth rale of FDI 
from the I.DCs—41.3 per cent during 
1970-1980.^’ This conclusion can be extend¬ 
ed to all forms of direct inve.stments Irum 
India, only if we have a .similar time .senes 
for the 'subsidiaries’ which conatitute the 
other category of.rirms abroad. The reserves 
of JVs would pose another problem. But the 
conclusion may be stretched over to cover 
the reserves; we would err in doing so only 
if the reserve/equity share capital ratio had 
changed drastically. 

(3) Towards the end of the period, i c, for 


1979-82, there is a decline in the growth rate 
in comparison to the trend in the stock of 
Indian equity share capital abroad. If we 
keep aside the rather exceptional and very 
large investment in Senegal by IFFCO and 
others, then the decline in investments in 
1981 and 1982 is rather sharp. 

(4) While the phenomenon of FDI from 
India is quite small in relation to FDI from 
the advanced capitalist countries, it is com¬ 
parable to that from some of the small 
developed countned and from many of the 
1 DCs (see Tabic 8). The annual average FDI 
tiom India for the period 1979-82 is com¬ 
pared with FDI from several countries for 
loughly the same period. In the ca.se of 
Denmark, the figures pertain to average over 
1977-78. We observe that FDI from India 
was somewhat larger than froqi other LDCs 
except Kuwait, Philippines and Brazil. The' 
Philippines and Brazil are dominated by 
tiansiiaiional corporations based in the ad¬ 
vanced cnpiiali'.t countries. It is quite likely 
that a substantial pan of the outllows' from 
these couniiics consist of retlows Irom 
TN( s operating in these countiies. 

Ouifiows troni India aie also comparable, 
with that of 1 DI of DCs like Denmark, 
.‘\ustiia, Finland and Norway. FDI Irom 
Inch.I is mcompaiably smaller than FDI 
lioiii I DC s like Canada, Belgium, Sw'edcii, 
the Netherlands and Australia. Perhaps, 
conipaiisoti of Indian I DI with FDI from 
these coiiiuiies is not particularly relevant, 
since a faiily large pait of the FDI from 
these countries is to other advanced capita¬ 
list countiies. Indeed, FDI among small ad¬ 
vanced capitalist countries represents the ra¬ 
tionalisation of pioduction within a region. 
Indian FDI to I DCs alone compares a little 
nioie favourably with I DI from the above 
mentioned small advanced capitalist coun¬ 
tries but arc still much lower than outflows 
lioni these countries to the 1 DCs. The above 


comparisons are to be treated with much 
caution since there are differences between 
countries arising out of the varying defini¬ 
tions used for identifying ‘direct inve.stment 
firms’. 

(5) The phenomenon of FDI from India 
is not insubstantial in relation to FOl into 
India. As reported by the IMF’* the average 
annual net inflow (gross inflow minus dis¬ 
investment) was negative (US $ 4.26 m) for 
the period 1970-1976. As reported by the 
OECD, the annual average outflows (gross) 
from the OECD countries to India were as 
follows: US $ 29.35 m for 1975-1978 and 
US $ 58.57 m for I979-1981.» For the 
period 1979-1982 the annual average out¬ 
flows from India, US $ 35.27 m (see Ikbic 6), 
was more than 50 per cent of the inflows into 
India during the period j979-81. On account 
of JVs alone the outflows would still be in 
excess of 21 per cent of the infiows. Ap¬ 
parently, therefore, from being mainly a reci¬ 
pient of direct investment, India has emerged 
as an exporter too, though on a dwarfish 
scale, since the absolute quantum (in both 
cases) involved is quite small. 

(6) 'I he phenomenon does not compare 
too unfavourably in relation to home 
(private) investment: Since our data on direct 
investment abroad pertains to additions to 
equity share capital and to reserve.s in the 
firms abroad, one appropriate comparison 
should be the equity share capital raised in 
India by the private corporate sectorin 
India, and the addition to the reserves 
therein. One of the relevant comparisons is 
between total equity share capital subs 
criptions” including bonus shares and the 
flow of total equity share capital abroad. 
This comparison gives us a measure of the 
importance of FDI to private enlrepre- 
neurs/promoters in the organised private 
corporate sector. Another important 
measure would be the ratio of additions to 


Tahii 9: Kiiatim Ma(ini[I!dis oi Homi and F'orhon Dirkci iNvtsTMF.NT (in JVs) 


f*eriod 

Annual 

Annual 

Annual Average 

Annual 


Ratios (Pei Ccnl) 



Avciage 

.\vcrage 

ol t.qimy and 

Average 

(2)/(l) 

(2)/(3) 

(4)/(l) 

(4)/(3) 


of Equity Shari- 

of .\dditions 

I'refcrcnce 

of Additions 






Capital (Inelu- 

10 Total Fquity 

Share Capital 

to Indian 






ding Bonus 

Share Capital 

(Including 

Equity Share 






Shares) Kaiscil 

in ‘Joint 

Bonus Shares) 

Capital in 






by the F'livalc 

Ventures 

Debenlures and 

'Joint Ventures 






Corporate 

Abroad’ 

Un.sceurcd 

Abroad’ 






Sector in India 

(Rs crore) 

Loans Raised 

(Rs crore) 






(Rs erorc) 


by the Private 
Corporate 
Sector in India 









(Rs crore) 







(1) 

(2) 

(3) 

(4) 

(J) 

(6) 

(7) 

(8) 

1971-74 

1.37.06 

11.83 

175.74 

3.45 

8.63 

6.73 

2.52 

1.96 

1975-78 

178.51 

39.25 

251.78 

11.98 

21.99 

15.59 

6.71 

4.76 

1979-82 

187.97 

65.85 

337.07 

17.40 

35.03 

19.54 

9.26 

5.16 



(37.62) 


(12.45) 

(20.01) 

(11.16) 

(6.62) 

(3.69) 


Note : Consists of ‘initial’ and ‘further’ ordinary share capital raised (paid up), and bonus shares issued by non-government companies. 
Sources: (a) “Captial Rai.sed by Ciovernment and Non-Government Companie.s”, Reserve Bank of India, Report on Currency and Finance, Various 
issues. 

(b) From column 5, Table 5. 

(c) Same as above, but‘including preference capital, loans and debentures. 

• (d) From row 1, Table 6. 
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Indian equity share capital in JVs to total 
equity share capital raised in India. This 
ratio gives us a measure of the extent of 
‘outflows’ of direct investment capital on ac¬ 
count of JVs from India relative to home 
investments by the private corporate sector. 
Since 1979, there has been a spurt in in¬ 
vestments mainly in debentures. Many of the 
debenture issues are convertible, so the 
dividing line between debentures and equity 
share capital is not clear cut. Hence, we have 
provided a second measure of direct invest¬ 
ment ‘outflows’ on account of JVs, namely 
the ratio of additions to Indian equity share 
capital to capital raised in India (equity t 
debenture.s). The actual rigure is likely to be 
somewhere between the values of these two 
measures. We have not brought in the 'sub¬ 
sidiaries’ because we would like to err on the 
conservative side in estimating the relative 
importance foreign direct investments. 
Thble 9 gives the relevant comparisons. 

We ob.serve that for the private corporate 
sector foreign investment has emerged as 
more than just a maiginal activity. In terms 
of the equity share capital during the period 
1975-78, the private corporate sector added 
as much as 20 per cent of the capital it 
created in India, abroad. Thus, it is quite 
clear that Indian (corpoiaie) iiidiisiiy on thc 
average has already transnaiioiialiscd itsolt 
on a not too insubstantial scale. For the 
period 1978-1982, the large investment in 
Senegal has to be excluded to make the com 
parison meaningful. When this is done the 
ratio (addition to capital abioad/capiial rais¬ 
ed in India) is about 20 per cent rather than 
the 35 pet cent. Using the allernalive 
measure for domestic invcsimeiit which in¬ 
cludes debentures, we find that only in the 
third period does the ratio tall to half (11.16 
per cent) while in the other periods, the laiio 
remains in excess of three-fourths ot the 
ratio determined fioin the narrow incasuie 
of home investments. Hut the e.sistenee ot 
a large cottage and small uidustrv, and the 
public seciur in India implies that traiisiia- 
tionalisation of the Indian industrial .scctot 
as a whole, is much less. The lad of the 
transnationalisation of the Indian private 
corporate sector, as also its implications, 
have yet to find expression in sutudies of the 
Indian capitalist class, or of industrialisa¬ 
tion in India. 

(To bo conoludedf 
Notes 

1 See Shivji Issa (1976), for the economic role 
of merchants in Iknzania, Mahmood Mam- 
dani (1976) for Uganda, and Mahajani, 
Usha (1960) Kondapt, C (1951) for Burma 
and Sri Lanka. See also Outt, Srikant (1980) 
and Kodikara, S U (1965) for an overview 
of the role of Indians abroad in India’s 
foreign relations with such countries. 

2 Bagchi, A K (1977), in exposing the 
hypothesis of 'free* trade as a basis of in¬ 
dustrial development, showed that Indian 
capital had to be getively prevented from 
tiansforming themselves info industrial 
capitalists. The primary means by which 


this was done, was by keeping the huge 
Indian market captive to British industry. 
According to R P Diitt (1940) and R C Dun 
(1904) Indian industry of the modern type 
which made its beginnings in the mid¬ 
nineteenth century in the Eastern region, 
were left to be ruthlessly destroyed. The 
initial nurturing of industry in the form of 
state support and tariff protection were 
obviously not forthcoming. The large 
Indian market, the pre-colonial tradition of 
crafty and industry and a high level of 
mateiial culture within the context of a 
precapitalist social formation (see Habib, 
Irfan (1969)) all meant that the colonial 
power had to take very active steps to pre¬ 
vent their industrial development. In othei 
areas such as in Africa and South Ea.st A.sia 
very large integrated territories did not 
emerge undei colonialism. Even then, ‘free 
trade' had to be actively used to keep many 
of these economies as appendages to metro- 
politai capital. See Shivji, Issa (1976); 
Mamdani, Mahmood (1976); and leys, 
Colin (I97S), for studies of the East African 
experience, and Bagchi, A K (1982) foi a 
suivey and general analysis of retardation 
and involution under colonialism and con¬ 
tinuing neo-coloniatism. Also see Bagchi, 
A K (1970) for a survey of the issues in¬ 
volved in the emergence of Indian enire- 
preneurship under colonialism. 

3 Mahajani, IJ (1960) establishes that the 
Nattukoiai chettiars' role in the economy 
was almost total in trade, commerce, money 
lending, besides m small manufactuiing 
enterprises. Similarly, Kodikara, S LI (I%.‘i) 
bring.s out the dominant role of business 
communities including the clieltiars in the 
Ccylone-se economy in Chapter VI, ‘Econo¬ 
mic Relations'. CJuoting sources kodikara 
estimates that about 40 per cent of the 
coconut lands in the island by 1944 ha 1 
already been purchased by the chettiars; and 
they along with other Indian businessmen 
constituted 90 per cent of wholesalers and 
60 per cent of medium dealers. I’erhaps, 
even a.s late as 1964, the same dominance 
of the Indian business classes was there. 
See also Kondapi, C (1911). 

4 The preference of the colonial powers to use 
non-indigenous nterchant.s and traders to 
play the intermediary role was not just a 
feature of British imperialism in the col¬ 
onies, but is found in the colonial policy of 
the other powers too. Thus, the Dutch ex¬ 
ploitation of the East Indies, particularly 
in the period’from 1870 onwards, brought 
about growth in the outer islands (par¬ 
ticularly Sumatra), wherein the beneficiaries 
besides the colonial power itself were the 
Asian minorities—Chinese and Indian com¬ 
mercial classes—while the native people 
registered hardly any increase in their in¬ 
comes, See Pauw, Douglas (1981). No clear 
thesis has emerged in the literature on the 
particular function that such an arrange¬ 
ment served. It can be argued that this 
arrangement made the class (Indian and 
Chinese trading capital) that had the best 
potential to bring about an independent 
transformation of their own economies, 
dependent and subservient to metropolitan 
capital. In other words, while they were left 
free (or even encouraged) to expand quan¬ 
titatively keeping to their economic roles, 
a qualitative transformation was not possibe 
or was discouraged, and their continued 
numerical expansion meant that they had 
to operate in other countries, as they were 


being opened up. Some scholars have stres¬ 
sed that this arrangement in Africa tended 
to deflect the anger of the local people from 
their ultimate and powerful exploiters 
(British) to their agents and dependents 
Indian merchants). Sec Shivji, Issa (1976) 
and Mamdami, Mahmood (1976). See also 
Mahadevan, Raman (1978), for the crucial 
role of the chettiars in commercialising the 
Malayan economy and thereby laying the 
basis foi colonial exploitation. 

5 Thus, even today the chetliais of Sri Lanka 
have strong family ties in South India, 
although many of them have accepted Sri 
Lankan cii i/.eriship. They make periodic 
visits to llimil Nadu, and funds are fairly 
tluid between their foreign end Indian 
operations. This feature was perhaps more 
regular in the pre-independcnce and early 
independence periods. The RBI (19S0)drew 
attention to this phenomenon. 

6 A dear definition of the term ‘resident’ with 
a view to arrive at the estimates of foreign 
capital eluded (he International Monetary 
Fund (IMF), and it was left largely to the 
individual countries to use definitions 
appropriate to their peculiar social and 
economic situations. The RBI faced the 
same problem with regard to British citizens 
resident in India and owning large assets 
that we face icgarding Indian merchants 
‘settled’ for instance in East Africa. "In the 
discuvsion.s which ensued there [IMF’s Con¬ 
ference in Washington, September 1948] the 
question was raised as to how far such a 
condition [all residents’ investments be 
treated as domestic investments) be 
appropriate <n the case of nationals of the 
US, resident in Latin America and having 
interests there, and the British in India, or 
the Dutch in Indonesia. These, no doubt, 
'reside’ in the respective countries, but their 
'centre of interest’ has usually been the US, 
the UK or the Netherlands, as the case may 
be, and .substantial portion of their earnings 
has usually been diverted to those countries. 
The need for formulating a uniform crite¬ 
rion for distinguishing ‘residents’ from 
foreigners for balance of payments classi¬ 
fication, taking into account the criterion 
of ‘centre of interest’ of non-citizens in the 
countries and nationals was keenly recog¬ 
nised at the Conference.. but no precise 
definition could be evolved". (RBI (1950) 
page 22). 

7 For a brief note on the Chinese business 
community and its status in in Thailand see 
Coonhanan, K (1984). 

8 C f Shivji. Issa (1976). 

9 The Indian Embassy in Nairobi, played a 
crucial role in winning for Indian capitalists 
three large industrial ventures set up in 
Kenya after independence, a paper project 
for Birlas, a cotton textile mill for R M 
Goculdas and a woollen textile mill for the 
Singharuas. (Based on the Flics of the Com¬ 
merce Ministry pertaining to these projects 
abroad.) 

10 Hereinafter RBI (1950) ro Census, and RBI 
(1955/61/64) or Surveys. 

11 Census 1950, page 28. 

12 Cf Goyal, S K (1987); Chandra . N K (1973). 

13 RBI (1950), tables lV-14 to IV-I7. 

14 See pages 81 and 82, paragraph “Froblems 
Peculiar to India's Foreign Assets", Census 
1950. 

15 RBI (1964), p 4. 

16 RBI (1964). 

17 The earliest was.K Balakrishnan (1976). This 
was soon followed by others. Among the 
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important ones are. III'T (1977), Sanjaya 
tall (1980), Sanjaya l.all (1984), IVter 
O’Brien (1980). A arowtiift literature on 
miiliinationah, and ‘technology exports’ 
from third world countries ha.s emerged. For 
a survey see the special issue of World 
Development on the topi.-, 1984, Vol 12, 
No 5/6. 

18 Thus, in lesponsc to the repoit of Dagli 
Committee (1979), the RBI noted, “Prior 
to the introduction of 1T'.RA-7J, there was 
no statutory backing for clearance of pro¬ 
posals for the setting up of JVs/‘sub- 
sidiaries* abroad. The .system of controlling 
such overseas investments was set in motion 
by the central government only after the 
new act came into force in January, 1974”. 
Agenda Papers placed before the Inter- 
ministerial Committee on JVs (hereinafter 
Agenda I'apers). 

19 As defined by the International Monetary 
Fund (IMF), Ff)I consists of additions to 
the equity capital (item 45 m IMF’s Balance 
of Payments Yearbook), reinvestment of 
earnings (item 46), other long term capital 
(Item 47), and short term capital (item 48) 
in the so-called ‘direct investment firms' 
abroad, i e. In firms abroad controlled by 
the residents of the home country m ques¬ 
tion. Ambiguity enters in the identification 
of ‘direct investments firms'. In identifying 
direct investment firms countries have 
followed their own conventions and so there 
naturally arise difference between host and 
home country estimates of direct invest¬ 
ments. Similarly, for example, the stock of 
foreign direct investments in the Japanese 
economy gets overstated in relation to the 
estimate of stocks in several other advanc¬ 
ed countries, because the Japanese do con¬ 
sider even those companies with just 20 per 
cent equity from abroad as being foreign 
controlled and therefore, as ‘direct invest ■ 
ment firms’; whereas some of the other ad¬ 
vanced capitalist countries adopt the con¬ 
ventional 50 per cent or more equity share 
capital to identify the ‘direct investment 
firms’. Thus the IMF in its Balance of 
Payments Manual (chapter 2) observed, 
“B^use of the double entry system no im¬ 
balance in the statement (Balance of 
l^yments) could ari.se from decisions taken 
about the general rules of residence or the 
status of particular entities, but the types 
of transactions to be recorded can be very 
much affected. An international standard 
with respect to residence « neerfec/therefore 
to determine the content of items in a 
uniform svay, as well as to promote their 
inter-country comparisons’’ (emphasis 
added). 

20 The sole exception that we have come across 
is the answer to (unstarred) question No 
3972 answered on July 19, 1977, in parlia¬ 
ment, regarding shareholdings of Birlas 
abroad, which was based on information 
available in balance sheets of companies 
belonging to the Birla group as registered 
under the Monopolies and Restrictive Dade 
Practices Act. Compart]/ News and Notes 
(1977), Vol XV. No 7, July. 

21 Indian Investment Gentry “Joint Ventures 
Abroad: Status and Guidelines", various 
irregular issues. 

22 Indlim Investment Centre, “Joint Ventures 
Abroad: An Appraisal’’, 1981, 1982. 

is Thus in a report of Harbans Singh, Direc¬ 
tor;'Indian Investment Centre, circa 1979, 
submitted to the IMCJV, two firms— 
Unitdd Asian Bank Rhd, and United 

inn 


Assurance Sdn Bhd were mentioned as 
Indian JVs in Malaysia. Yet, they do not ap¬ 
pear in the official publications of the 
Indian Investment Centre. 

24 P T Saraswati Bhakti Coated Papers, a firm 
in Indonesia held by Ballarpur Industries 
l.td, was being reported (as late as 1982) as 
two firms abroad; one as itself approved in 
1975 and another as a firm under imple¬ 
mentation, approved in 1977. On careful 
scrutiny, it was clear that two investment 
projects from the same Indian parent per¬ 
taining to the same firm abroad were be¬ 
ing reported separately by mistake. 

25 Thus, as on end-June 1984, 12 Indian com¬ 
mercial banks had 141 branches in 25 coun¬ 
tries and 10 representative offices, while the 
number of wholly owned subsidiaries of In¬ 
dian banks was two, one in Canada (Ibron- 
to) and another in the US (Los Angeles), 
both of the State Bank of India. Besides, 
there were three deposits taking companies 
all in Hong Kong. There were also ten cases 
of management service contracts with ex¬ 
change companies mostly in the Middle 
Ea.st. In our list (as mentioned earlier) we 
have excluded all branch operations of 
Indian companies even in areas other than 
banking insurance. The exclusion of bran¬ 
ches is because we have no data at ail on 
the branches. Branches are sanctioned 
under FTZRA-73 directly by the RBI and we 
could not get either an estimate of the total 
number of branches or of the assets of these 
branches. A few of the branch operations 
may be quite large, and may be industrial 
in nature. Thu.s, the Bombay Burmah 
Trading Corporation (BBTC) is stated to 
have branch operations in Tanzania, a tea 
estate at Herkulu producing about 3 to 6 
lakh kgs of tea a year. (Annual Report 
1981). 

26 Here we have not taken into account loans 
provided by the parent firms to the ‘sub- 
.vidiaries’ abroad to maintain the com¬ 
parability with the Indian equity share 
capital and reserves in JVs. In any case, 
sample studies indicate that they are 


miniscule and much less than 5 per cent of 
the entire equity capital on the average. 

27 UNCTC (Thiid Survey), Thble II.l, page 18. 
We should not attach much importance to 
the second comparison since the estimates 
of FDI from the LDCs are very rough. 
More importantly, a fairly large portion of 
the FOl is constituted by Kuwait and other 
Gulf countries investments abroad in the 
wake of the oil price rise. Although they 
take the form of direct investments they may 
not be leading to Kuwait or Arab control 
over business abroad. It is well known that 
these investments consist of minority shares 
in existing corporations owning real estate. 
In other words, much of the FDI from the 
oil rich Gulf countries need to be fun¬ 
damentally distinguished from other FDI 
which have the usual report of control and 
associated transfer along with manage! iai 
and technical services in some form or the 
other. It may perhaps be more appropriate 
to look upon such investments as capital 
flight. 

28 UNCnr (Third Survey), Table 11.13 (for 
India), page 308. 

29 UNCTC (Third Survey), Table 11.13, page 
308. 

30 We exclude the public sector for two 
reasons. Equity capital in public enterprises 
is not fundamentally different from long 
term loans from the government. More im¬ 
portantly, the public sector as the ‘leading 
sector’ implies that much public sector in¬ 
vestments are (or should be in an LDC) 
autonomous rather than being in response 
to market opportunities. 

31 Available data covers only ‘capital subscrip¬ 
tions against consents’, i e, they pertain to 
all public limited companies, and to private 
limited companies under the MRTPA. Thus 
.some large and medium private limited 
companies may be excluded. Nevertheless, 
the data may be taken to cover the organised 
private corporate sector. 

32 The only exception that the author has 
come across is by a non-academic scholar: 
Nagi Reddy, T (1977). 
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Prostitution in a Patriarchal Society 

A Critical Review of the SIT Act 

Jean D'Cunha 


The Suppressionof Immoral Traffic Act, passed in 1956 and erforced in 1958. was not the outcome of an indepen¬ 
dent and sustained mass movement in the country, but rather the result of India being a signatory to the United 
Nations International Convention for the Suppression of Ti-qffic in Persons passed in 1950. The SIT Act did not 
seek to abolish prostitutes or prostitution per se and hence the practice of prostitution individually, independently 
and voluntarily by a women did not constitute an offence. However, certain sections of the Act conceived of the 
prostitute as an offender and criminalised the prostitute. 

The SIT Act was sexist in its conception and formulation. It was based on the premise of man’s aggressive 
and uncontainable sexuality and polygamous nature, considered 'natural and biological’, giving rise to prostitution. 
Prostitution thus preserved thefamly .structure and prevented rampant rape. Paradoxically, while tolerating the 
institution of prostitution, women providing the service were socially castigated. Stree prostitutes were harassed 
to preserve a hypocritical veneer of morality and public decency, while prostitution behind closed doors was ignored. 

This paper presents the findings of a study of the implementation of the SIT Act during the years 1980-86 
in Bombay, as a major centre of urban prostitution. 


LIKE governments the world over, India 
uses the instrument of law to deal with pro¬ 
stitution. India embiaces the tolerationist 
system of taw, which was embodied in the 
Suppression of Immoral Traffic in Women 
and Girls Act, 1956 (SIIA), a penal law, 
which governed prostitution in India. This 
Act has now been replaced by the Prevention 
of Immoral Traffic in Pci sons Amendment 
Act, 1986 (PITA). The SIT Act passed in 
1956, and enforced in 1958, was not the out¬ 
come of an independent, sustained, con¬ 
solidated mass movement in the country, but 
rather the result of India being a signatory 
to the United Nations International Conven¬ 
tion for the Suppression of Traffic in Per¬ 
sons and of the Exploitation of others, 
passed in New York in 1950. 

The SITA, as its name suggested, aimed 
at abolishing traffic in women and girls for 
prostitution. It, therefore, penalised brothel- 
keeping, pimping, procuring, detention of 
a woman or girl for prostitution and seduc¬ 
tion of a woman in custody. 

The important penal provisions under the 
various .sections of the Act were as follows; 
Brothel-keeping: Keeping a brothel or 
allowing a premise to be used as one 
(Section 3). 

Pimping: Living on the earnings of a pro¬ 
stitute (Section 4). 

Procuring: Procuring, inducing or taking a 
woman or girl for prostitution (Section 5). 
Detention of a woman or girl: Detaining 
such a person in a brothel or in a premise 
where prostitution was carried on (Sec¬ 
tion 6). 

Prostitution: in or in the vicinity of a 
public place (Section 7(1)). Seducing or 
soliciting in a public place for the pur¬ 
pose of prostitution (Section 8 (b)). 
Seduction of a woman or girl in custody 
(Section 9). 

Failure by a previously convicted offender 
under the Act to notify his/her address to 
the concerned magistrate (Section 11(4)). 


Establishing or maintaining a protective 

home without a licence (Section 21). 

The SITA did not seek to abolish prti- 
stitutes or prostitution perse and hence the 
practice of prostitution individually, 
independently and voluntaiily by a woman 
did not constitute an offence. However, Sec¬ 
tions 7(1) and 8(b), which respectively 
penalised prostitution in or in the vicinity 
of a public place and seducing and soliciting 
for prostitution, ciiminalised the prostitute. 
Further, a magistrate could order a prostitute 
to be removed from any place, and she could 
be punished if she failed to obey the order. 
Hence contrary to its declared objectives, 
these sections of SITA conceived of the pro¬ 
stitute as an offender. 

It is pertinent to note that the client was 
not an offender under the Act. The follow¬ 
ing sexist assumptions and double standards 
of male sexual morality underpinned the 
Act: 

Man’s aggressive and uncontainable sex¬ 
uality and polygamous nature, considered 
‘natural and biological’, gives rise to prosti¬ 
tution. ProstJt,ption thus preserves the 
family structure and prevents rampant rape. 
Paradoxically, while tolerating the institution 
of prostitution, women providing the service 
are socially castigated. Street prostitutes are 
harassed to preserve a hypocritical veneer of 
morality and public decency, while prostitu¬ 
tion behind closed doors is ignored. 

The Act was thus sexist in its conception 
and formulation. 

iMFLhMhNTAIION 

The Act has three major aspects: (a) cx- 
ecutive/procedural relating to penalities for 
trafficking in women, raids, rescue of minor 
girls and arrests; (b) court hearings and 
penal measures; and (c) Rehabilitative 
measures. Not only was the Act tardily im¬ 
plemented, it operated decisively against the 
prostitute, while necessarily allowing the 


prostitution racketeers to go scot free. 

A study of the implementation of the Act 
during the years 1980-86, in Bombay, a 
major centre of urban prostitution, revealed 
these trends. 

Trafficking and Brothel-keeping: Although 
ihe Act prohibited brothel keeping and traf¬ 
ficking, brothels arc* mushrooming and traf¬ 
ficking continues unabated. Reliable sources 
maintain that the city of Bombay alone has 
50,000 brothels with over one lakh prosti¬ 
tutes, 20 per cent of whom are minors. 

Raids: A raid on a brothel could be con¬ 
ducted by the police on their own initiative, 
on the information that they received from 
lay sources that the place was a brothel or 
on Ihe basi.s of an application made by a 
prostitute to the Magi.strate under section 19 
of the Act, asking to be rescued for protec¬ 
tive custody, table 1 indicates the total 
number of brothel and hotel raids conducted 
by the police between 1981 and 1985 under 
the SIT Act. 

Between the year 1981 and 1985, only 409 
brothels were raided under the Act in 
Bombay, which by the above mentioned 
estimate of existing number brothels at 
50,000, would mean that each brothel would 
be raided once in 600 years. During the year 
1984, for which a detailed study was done, 
nut a single application was made for rescue 
or protective custody by any prostitute in 
Bombay. The above information indicates 
that brothel are hardly ever raided, and 
minor girls rarely rescued b>' the police, pro¬ 
stitutes are also ignorant of their rights to 
apply for rescue. 

Arrests: Arrests of offenders could be 
niadc under various sections of the SIT Act. 
In addition, section HOB of the Bombay 
Police Act (BPA), penalises indecent 
behaviour and provides for arrests of pro¬ 
stitutes and pimps. Tables 2 to 6 show the 
total number of arrests of various categories 
of offenders under the SIT Act and section 
HOB of the Bombay Police Act for the 
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year 1980-85. 

While only 356 brothel keepers and 304 
procurers were arrested during. 1980-1984 
(May end), 5,543 prostitutes were arrested 
in the same period, i e, 2,176 for practice of 
prostitution in a public place (S 7) and the 
rest for soliciting for prostitution (S 8). 
During this period, not a single pimp or 
landlord was arrested. 

The same trend persists under the Bombay 
Police Act, Thus while only 1.116 pimps were 
arrested between 1980 and 1986 for indecent 
behaviour under this Act, 44,663 prostitutes 
were arrested in the same period. 

The data on arrests indicates that, con¬ 
trary to the objectives of the SIT Act, 
sections 7 and 8 penalised the prostitute. 
Arrests are decisively biased against the 
women, as is borne out by the larger number 
of prostitutes arrested, rather than prostitu¬ 
tion racketeers. Also unprotected street pro¬ 
stitutes are subject to greater harassment by 
way of arrests, than prostitutes in closed 


Table 1: Number oe Brothei ani> Hoiii 
Raids Conddc-th) under SI T Act 


Year 

Number 
of Brothel 
Raids 

3.4.5, 7(1) 
of SIT Act 

Number 
of Hotel 
Raids ll/s 
7(2) ot the 
SIT Act 

'Ibtal 

1981 

73 

11 

84 

1982 

71 

10 

81 

1983 

72 

13 

85 

1984 

80 

13 

93 

1985 

113 

15 

128 

Total 

409 

62 

471 


Source: Vigilance Cell, Crime Brunch, CID, 
Bombay. 


Table 2; Number oe Broihel Keepers 

Arrf-sted under Sections : 

SIT Acr 

3, 4, 5 oi FHl 

Ybar 

Number 

1980 

60 

1981 

73 

1982 

71 

1983 

72 

1984 

80 

1985 

113 

Ibtai 

469 


Source: Vigilance Cell, Crime Branch, CID, 
Bombay, provided to me in 1984 and 
1986. 


Table 3: Number oe Procurers. Pimes and 
Landlords Arrested i;nder the Sl'I Act 


Ybar 

Procurers 

Pimps 

I.andlords 

1980 

60 

nil 

nil 

1981 

73 

nil 

nil 

1982 

71 

nil 

nil 

1983 

72 

nil 

nil 

1984 

(May end) 

28 

ml 

nil 

Ibtal 

304 

nil 

nil 


Source: Vigilance Cell, Crime Branch, CID, 
Bombay, provided to me in 1984. 


brothels, as is clear from the larger number 
of arrests under section HOB of the Bombay 
Police Act and 8(b) of the SIT Act than of 
women from brothels under .section 7(1) of 
the SIT Act. This is because in arrests from 
brothels, the police would necessarily have 
to arrest brothel-keepers as well. 

COUKI HEARtNCiS AND PfcNAI. MEASURES 

Offences under the SIT Act were bailable 
Penal measures in the form of fines and 
piison sentences were supposed to be 
awarded for different categories of of¬ 
fenders. While acquittals and discharges 
were made after the trial, custodial provi¬ 
sions could be made during or after the trial. 

The court proceedings, punitive measures 
and discharges arc also biased in favour of 
prostitution racketeers and are necessarily 
detrimental to the interests of the prostitute. 
This 1 $ evident in the data relating to bails, 
fines, convictions, acquittals and discharges 
(Tables 7 and 8). 

A comparison of the data for arrests and 
releases on bail of brothel-keepers (Ihbles 2 
and 7) and procurers (Ihbles 3 and 8) for the 
years 1980-85 and 1980-84 May end re.spec- 
tively reveal that u//brothel-keepers and pro¬ 
curers arrested were released on bail. 

Reliable sources maintain that prostitutes 
may be released on bail, if ariested from 
brothels, as bails are offered by their brothel- 
keepers. However, a street prostitute arrested 
under section 8(b) of the SIT Act or HOB 
ot the Bombay Police Act, has neither the 
money nor the contacts for a release on bail 
and is consequently put in custody or fined. 

Ikble 9 indicates that very few cases of 
brothel-keepers, brothel prostitutes, and 
hotel owners arc sent to court under sections 
3,4. 5, 7(1) and 7(2) of the Act. Out of 453 
persons arrested under section 3, 4, 5, 7(1) 
in 1984,215 were sent to court and 238 were 
disposed of. Similarly out of 624 persons 
arrested under the same sections in 1985, 52 
were sent to court and 572 were dispo.sed of, 
indicating case of a large number of persons 
being disposed of before being sent to court. 

Table 10 which shows the number of pro¬ 
stitute cases filed in court for soliciting and 
seducing for prostitution under section (8(b) 
SIT Act) and for indecent behaviour under 
section 110 of the Bombay Police Act 
presents a different picture. A comparison 
of Ihbles 9 and 10 reveals the following: 
(a) The number of prostitutes arrested and 
sent to court under section 8(b) of the SIT 
Act and HOB of the Bombay Mice Act is 
larger than that of brothel-keepers, hotel 
owners and prostitutes sent to court under 
sections 3,4, 5, 7(1) and 7(2) respectively of 
the SIT Act. (b) The number of pimps ar¬ 
rested and sent to court under section HOB 
of the Bombay Police Act is larger than that 
of brothel-keepers and hotel owners sent to 
court under sections 3, 4, 5 and 7(2) of the 
SIT Act respectively, (c) There is cent per 
cent conviction of prostitutes and pimps sent 
to court under section 8(b) of the SIT Act 
and HOB of the Bombay Police Act. 


While only 2 out of 409 brothel-keepers 
arrested between 1981-83 were convicted, 
there was cent per cent conviction of pro¬ 
stitutes under sections 8(b) of the SIT Act 
and HOB of the Bombay Police Act. 

Penalties imposed on prostitutes are far 
inore severe than those on pimps or brothel- 
keepers. The average Bne for a prostitute in 
1980 was Rs 60 and the average number of 
days for imprisonment was seven. Of the 
convictions of brothel-keepers, one in 1982 
carried a fine of Rs ISO or 1 day's rigorous 
imprisonment. The other in 1984 carried a 
fine of Rs 10. According to reliable sources, 
pimps too are fined a meagre sum of about 
Rs 25 and/or 3 to 4 days’ imprisonment. 

Section 13 of the SIT Act stipulated that 
the state government could as.sociate with 
the special police officer (who conducted the 
raids) a non-official advisory body, con¬ 
sisting of not more than five social welfare 
workers of that area (who should be women, 
wherever practicable) to advise him on ques¬ 
tions of general importance under the Act. 
No such body had been constituted in 
Bombay. 

Reasons for tardy Implemlniations 

One of the most important factors for the 
existence and proliferation of brothels, the 
negligible number of raids and the failure 
of such raids are the economic and political 
linkages between the prostitution racketeers, 
the police and local political bigwigs. 
Lucrative earnings from brothel-keeping, 
high client demand and the patriarchal 
notion that prostitution is an inevitable and 
necessary social evil, make for the continued 
existence and operation of brothels. 

It has been ob.served that police officials 
from the Vigilance Cell of the Crime 
Branch, Bombay, collect around Rs 30-50 
per month as a bribe per brothel, depending 
on the earnings of the brothel-keeper. 
Brothel-keepers pay the police around 
Rs 500 if the latter receive information that 
a new minor has been forced into prostitu¬ 
tion. The case of the child prostitute, Hilsa, 
reveals evidence of these facts. When the 
police discovered TUlsa in a brothel raid, they 
demanded Rs 700 as a bribe for her return 
to the brothel-keeper. The deal was settled 
at Rs 500. Consequently the monthly 
income of the Vigilance Cell, through brib^ 
from brothel-keepers approximates more 
than Rs 1,00,000. 

According to police sources, brothels 
finance elections and are substantive vote 
banks. They also provide sex favours to 
lower rank police officials and local political 
bigwigs. Brothel-keepers, and their thugs 
who arc opinion leaders of the mohalla, are 
thus in league with municipal corporators, 
MLAs and MPs. Thqr are permitted to run 
brothels and are granted sanitation, water 
and other facilities as special favours. 

Brothel-keeping is a lucrative trade. A 
minor girl who is a virgin is sold for anything 
between Rs 500 and Rs 7,000 in Kamatipura. 
The child prostitute, Iblsa, kidnapped from 
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Nepal, was sold to a Nepali brothel-keeper 
Thlli at Kamatipura for Rs 3,000. TWo 
months later she was resold to another 
brothel-keeper, Gauri for Rs 7,000; and then 
further sold to a tbifd brothel-lncper for 
Rs 7,500. 

The brothel-keeper physically confines a 
prostitute till she makes up at least twice the 
amount he has spent on her. Clients are 
charged anything between Rs 20 and Rs SO 
per visit or more, depending on their status 
and that of the girl. Arabs may pay between 
Rs 150 and Rs 500 or more per night. 

Faiujre of Raids 

Raids on brothels fail for a variety of 
reasons. Advance information may be leaked 
for a consideration to the brothel manage¬ 
ment, who then hurriedly seild the girls 
elsewhere. Alternatively, the brothel-keeper 
may live independently elsewhere, while the 
women operate under the informal super¬ 
vision ol the brothel-keeper’s ‘favourite' girl. 
Each woman receives the money herself 
from the bogus customers and she maintains 
that she operates independently and only 
lives on the premises for convenience. The 
premise cannot be defined as a brothel and 
thus the raid fails. 

Some brothels prohibit the entiy of 
unknown person.s. Suspicion may prevent 
the entry of the bogus customer, often using 
musclepower, especially if the same bogus 
customer has been used before. Without 
him, it is impossible to gather evidence. 

Some hotels, when raided produce ‘loan 
debt’ agreements. A certain number of 
rooms are reserved in the names of the 
women whom they supply for pro.siitution. 
Even if marked notes are recovered from the 
manager in a raid, he produces this false 
loan document, previously drawn up, stating 
the woman was a paying guest in his hotel 
and that she had an outstanding loan to 
repay him, which she was repaying. He thus 
denies running a racket or any connection 
with her. 

Some brothel-keepers send girls out with 
clients to a hotel, in a previously worked out 
arrangement between the hotel manager and 
the brothel-keeper, the former is given a cut. 
Raids on such hotels fail as no one can 
object to two persons sleeping together in 
a hotel per se. The existence of a brothel- 
keeper in such cases is hard to prove 

Raids on brothels are conducted infre¬ 
quently and rarely on known brothels. 
Various circumstances that lead to raids are: 
Clash or hostility between the brothel-keeper 
and police; instigation or payment of a 
higher bribe to the police by a rival brothel- 
keeper; pressure from authorities to condua 
raids due to crime increase in the area; 
specific information and pressure from 
higher ups to act; and for the maintenance 
of records and quotas. 

The arrests of prostitutes far out number 
those of racketeers for a number of reasons. 
Mass arrest of racketeers helps maintain 
police ‘arrest quotas’. The police wish to 


maintain a hypocritical veneer of morality 
and public order. Arrests are used to extort 
money ranging between Rs 30 and Rs 100 
from a prostitute or often as a form of 
harassment to extort sex favours. Arrests are 
a demonstration of power over the vulnerable 
women. Arrest of prostitutes are also made 
at the instigation of a brothel-keeper with 
whom prostitute cannot hit it off. 

The racketeers on the other hand avoid 
arrests through biibes and muscle power. 
Landlords could only be arrested if they 
‘knowingly’ rented their premises for pro¬ 
stitution. 1b circumvent the law, the lan^ord 
and brothel-keeper enter into a predated 
lease agreement, prohibiting the lease of the 
premises for illicit purposes. Using this 
clause, the former asserts that he did not 
‘knowingly’ and ‘wilfully’ hire out his 
premises for prostitution and goes scot-free 

Fines, Convictions and Acouittai.s 

Prostitution racketeers often go scot-free, 
while prostitutes are penalised. The rea.sons 
for this are: Offences under the act are 
bailable and racketeers arc unlraceablc after 
release. 

The failure to record a prostitute’s state¬ 
ment and the record; ,ig of wrong statements 
or obvious untruths, without a further 
probe, thwart effective prosecution of pro¬ 
stitution racketeers. The following cases bear 
evidence of this: 

(1) In the case of a 17-year old Nepalese 
girl who had been rescu^ by a client, the 
VP Road Police station recorded that she 
had been found loitering in a red light area; 
such a record makes it virtually impossible 
to bring the prostitution racketeers to book, 
as it could very well be shown that the 
woman practices prostitution independently. 
Had the authentic statements of her being 
rescued by the client from a brothel been 
recorded, charges could be brought against 
the racketeers and she could be sent to pro¬ 
tective custody being a minor. 

(2) In yet another case, police records of 
the Vigilance Cell. Crime Branch, Bombay, 
dated June 12, 1984, recording the state¬ 
ments of 17 prostitutes and a brothel-keeper, 
seemed obvibusly untrue. The brothel. 
Bungalow No 711, Falkland Road, Bombay, 
was raided and 17 prostitutes and a brothel- 
keeper were arre.sted under sections 3, 4, 5 
and 7(1) of the SIT Act. The brothel-keeper 
in her statement admitted that the 17 girls 
lived in her premises, but stated that each 
operated as an independent prostitute and 
only paid her for their board and lodge Her 
statement was supported by the 17 pro¬ 
stitutes, who each maintained that they had 
come to Bombay from different villages in 
search of jobs. Finding neither job nor 
shelter, each said they had taken refuge 
under this woman who provided them with 
board and lodging, they practised prostitu¬ 
tion independently, had no grievance against 
her and did not wish to return to their native 
places. Here again the brothel-keeper can 
go scot-free as practice of prostitution 


independently is not an offence. 

For lack of woman panchas and respec¬ 
table people as bogus customers and wit¬ 
nesses, sleazy persons and persons with no 
fixed residence and the like are often picked 
on as bogus customers and panchas. They 
are either untraceable or do not turn up in 
court and this is a time, money and energy 
consuming process. They often also turn 
hostile and un-cooperative in court under 
pressure from the prostitution racketeers. In 
such cases, they usually maintain that they 
were coerced by the police into signing 
documents they could not read or unders¬ 
tand and that they were never ever taken on 
raids. They pretend not to know or recognise 
the prostitution racketeers. The court docs 
not take a serious view of this non- 
cooperation. According to the Rules of 
Evidence, police evidence is not considered 
binding, as the police are considered in¬ 
terested parties in the prosecution. Besides 
if their evidence is not corroborated by the 


Table 4: Number of PRosTiTurrs Arrested 
UNDER Sections 7(1) and 8(b ) ok the SIT Act, 


Year 

Under 

Under 


Section 7(1) of 

Section 8(b) of 


the SIT Act 

the SIT Act 

1980 

358 

NA 

1981 

395 

810 

1982 

479 

812 

1983 

508 

830 

1984 

436 

915 

1985 

520 

772 

Ibtal 

2696 

4139 

Source: Vigilance Cell, Crime Branch, CID, 


Bombay, provided to me in 1984 and 


1986. 


Table 5; Number or Pimps and Procurers 
Arrested under Section 110 B or Bombay 


Police Act 


ybar 


Number 

1980 


138 

1981 


183 

1982 


193 

1983 


188 

1984 


212 

1985 


202 

Total 


1116 

Source; Vigilance Cell. Crime Branch, CID, 


Bombay, provided to me in 1984 and 


1986. 


Table 6: Number of Prostitutes Arrested 
under Section 110 B of Bombay Poliuf. Act 

Year 


Number 

1980 


8596 

1981 


8731 

1982 


8748 

1983 


4883 

1984 


7480 

1985 


6225 

Ibtal 


44,663 


Source'. Vigilance Cell, Crime Branch, CID, 
Bombay, provided to me in 1984 and 
1986. 


Economic and Ftolitical Weekly November 7, 1987 


1921 



evidence ot bogus customers and panchas, 
the racketeers are given the benefit of doubt. 

The prostitute is both a witness and 
an accused. Coercion from, fear of and 
dependence on the brothel-keeper render 
them hesistant to turn against the racketeers. 
A prostitute may. as witness, deny that the 
raid occurred, pretend not to know the 
brothel-keeper, or plead that the police 
arc forcing her to give evidence against 
the brothel-keeper. She may even falsely 
depose that she operates as an independent 
prostitute or state that she is 21 years 
old, in which case she is let off and no 
measures can be instituted against the 
brothel management. 

Payment of bribes to drop a case or a 
summons for a girl to give evidence in court 
and submission of false age certificates in 
court also lead to failure of cases against 
racketeers. The following cases prove this; 

(a) On March 2S, 1983, Mcena Viren Mody 
was rescued by Sub-Inspector T V Bhambrc 
from Khodada building, Kennedy Bridge. 
She was brought to the Pttlicc hospital on 
March 13 and 15. She was certified as 21 
years-old, although no X-rays for age deter¬ 
mination were taken (one means of age 
determination is the observation of gaps bet- 

Table 7: Number of BROiHEL-Kbi.PERs 
Rei eased on Bail. 


Meta 

Number 

1980 

60 

1981 

73 

1982 

71 

1983 

72 

1984 

80 

1985 

113 

Ibtal 

469 


Source: Vigilance Cell, Crime Branch, CID, 
Bombay, provided to me in 1984 and 
1986. 


Table 8: Number of Procurers Rf.llasedon 
Bail 


Year 

Number 

1980 

60 

1981 

73 

1982 

72 

1983 

71 

1984 (May end) 

28 

Ibtal 

304 


Source: Vigilance Cell, Crime Branch, CID, 
Bombay, provided to me in 1984. 


ween the bohes, perceived on an X-ray pic¬ 
ture). Although the police said she had her 
parents in Sbivdi and could be handed over 
to them, she was put in the ‘bail’ category 
for release after the determination of age. 

(b) In another case, Jyothi Krishnaja and 
18 others were rescued from Room No 20 
of Crescent building on Paowala Street, 
{.amington Road area. On October 13, .she 
was certified as being 21 years of age and 
subsequently released on bail. However, 
subsequent examination of her X-ray by the 
police surgeon, revealed that she was 15-16 
years old. 

Further, prostitution racketeers often pose 
as parents on the basis of an affidavit or 
bond before the magistrate and the girl is 
often handed over to them without any 
probe into her antecedents, although the law 
provides for such a probe. It has been 
observed that if on verification, the ‘parent 
applicant’ is found to have committed 
breach of the bond, the only penalty is pay¬ 
ment of a fine, which the applicant readily 
pays and goes scot-free. 

Thus the court in effect orders girls back 
to the brothel. There are obviously no 
estimates as to the number of individuals 
who have thus returned to the brothel. Thus 
it is clear that tardiness in implementation 
favours the prostitution racketeers against 
the prostitute. 

Rehabilitation 

The rehabilitation of girls or women 
rescued or arrested undr the SIT Act 1956 
was the responsibility of the protective home 
or corrective institution set up under the Act. 
On the other hand, minor girls rescued or 
picked up under section 40 of the Bombay 
Children Act (for safe custody and shelter 
as they are destitute and have no fixed 
abode) and under section 78 of the same act 
(for being exposed to moral danger or being 
in prostitution) and minor girls and women 
rescued and produced under various sections 
of the Indian Penal Code relating to rape, 
kidnapping, and abduction for illicit sexual 
intercourse, wrongful confinement or pro- 
curehient for prostitution and the like, are 
sent to rescue and rehabilitative homes for 
females, other than a protective home or cor¬ 
rective institution set up under the SIT Act. 

As access was denied to the protective 
home set up under the SIT Act, only 
preliminary observations and comments 
from interviews with two of the protective 


home staff have been noted. However, some 
description and assessment has been made 
of Asha Sadan, which is not a protective 
home set up under the SIT Act, but a rescue 
home for children and girls. Asha Sadan 
also receives cases of and rehabilitates pro¬ 
stitutes rescued from brothels or street¬ 
walkers under section 40 and 78 of the 
Bombay Children Act. 

Protective Home, Chembur, Bombay. 
The protective home, set up under the SIT 
Act for rehabilitating women and girls in 
pro.stitution, is located at Chembur in 
Bombay. It is the only one of its kind in 
Bombay and is one of a total number of 
three protective homes for the entire state 
of Maharashtra. The home has a capacity 
of 100 inmates but in 1983 (end) the total 
number of inmates was 16 according to the 
Superintendent of the home. 

The gross underutilisation of capacity was 
said to be the result of a paucity of raids, 
transfers to other institutions and repatria¬ 
tion to other states. The underutilised 
capacity, on the one hand, shows the negligi¬ 
ble degree of rehabilitation available for pro¬ 
stitutes. On the other hand, considering the 
extent of prostitution, the existence of only 
three protective homes under the SIT Act is 
woefully inadequate. 

The Superintendent of the Protective 
Home was in reality the Superintendent of 
the Beggar’s home, Chembur, and had 
additional charge of the protective home. 
Her workload was, therefore, enormous and 
she lacked the time for effective running of 
the protective home. 

There was no resident or visiting full or 
part-time psychiatrist, psychologist or 
counsellor for the inmates, although many 
of the inmates suffered from hysteria, 
insomnia, depression and the like. The 
medical officer visited the institution every 
alternate day. There was no separate private 
room for m^ical examinations. The inmates 
queued up and were subsequently examined 
behind a make-.shift curtain. Adequate stock 
of penicillin was not available in the home 
for treatment of VD. 

The Board of visitors for the protective 
home, which ought to be constituted as per 
the rules of protective homes under the SIT 
Act was defunct. 

The inmates came from various parts of 
India, particularly Karnataka, Andhra 
Pradesh and Nepal. They were from the 
lower socio-economic strata and most of 
them were victims of forced prostitution. 
They were in awe and fear of the home staff, 
particularly when they just arrived and 
often withheld or distorted information 
relating to their background when initially 
interviewed. 

Communication was also difficult to build 
up because of language barriers between the 
staff and iiunates and between the inmates 
themselves. Coupled with the quick turnover 
of girls, this inhibited the building up of 
rapport between the staff and inmates and 
among the inmates themselves. 

The inmates also suffered from hysteria 


Table 9: Number of Cases Filed in Court under Section 3,4. 5,7(1) and 7(2) of the' SIT Act 

Section 

Year 

Total No 

Total No 

Total No 

Tbtal No 

Category of Persons 

Total 



of Raids 

of Persons 

of Cases 

of Persons 

Sent to Court 

Cases 




Arrested 

Filed in 

Sent to 

Brothel- 

Prosti- 

Disposed 





Court 

Court 

Keepers 

tutes 


Section 3, 

4. 5. 7(1) 
Section 3, 

1984 

80 

453 

44 

215 

44 

171 

238 

4, 5, 7(1) 

1985 

113 

624 

11 

52 

II 

41 

572 

Section 7(2) 

1984 

13 

49 

3 

11 

NA 

NA 

38 

Section 7(2) 

1985 

15 

NA 

NA 

NA' 

NA 

NA 

NA 
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aiul emotional outbursts and resorted to 
thefts and the like 

Asha Sadan, a rescue home for children 
and young girls, has been set up under the 
aegis of the Maharashtra State Women’s 
Council. It provides shelter and rehabilita¬ 
tion to children upto 6 years and girls bet¬ 
ween the ages 14 and 20 years. 

The staff is woefully inadequate The 
yearly average number of girl inmates bet¬ 
ween 1982 and 1985 was 80 and the average 
number of admissions per year for the same 
peu'od was 170. It is burdensome for a single 
superintendent to assume overall supervision 
of the institution. The superintendent does 
not reside in the home, though it is a residen¬ 
tial post. Though there exists the sanctioned 
post of an assistant superintendent, this has 
not been filled. It is also taxing for a single 
social worker to handle both rehabilitative 
and some administrative functions The 
social worker has to deal both with inmates 
and new admission.s, making her workload 
gigantic. 

The inmates arc in acute need of medical 
and psychological care because of their 
traumatic experiences. But the psychologist 
is appointed on a part-time basis and spends 
only 72 hours a month with them. Likewise 
the honorary psychiatrist spends 12 hours 
a month with the inmates Even if we assume 
that they devote all their time to the regular 
inmates (psychologist thrice a week from 11 
to 5 and psychiatrist once a week), this gives 
each inmate about 54 minutes per month of 
the psychologist's time and nine minutes per 
month of the psychiatrist’s lime This by any 
standard is grossly inadequate. 

The educational qualifications of the 
superintendent (SSC) and the in-house 
supervisor (4tli standard) leave much to 
be desired. 

Ad hoc appointments and promotional 
appointments have been made in the case of 
the psychologist, supervisor and superinten¬ 
dent rather than appointments on the 
basis of educational qualifications, age, 
experience, commitment, orientation and 
understanding of the structural aspects of 
social problems and women’s oppression. 

Salaries of both the professional and non¬ 
professional staff are extremely low. The 
matron for instance who has worked for 13 
years, received a salary of Rs 365. Save DA, 


the professional staff are not entitled to 
other monetary allowances and beneftts. 
Besides, their salaries are insecure, as a 
major portion of the salaries is paid through 
donations rather than through fixed govern¬ 
ment grants. 

The grants provided by the state govern¬ 
ment and the Bombay Municipal Corpora¬ 
tion are too meagre. The allotted expenditure 
on the inmates of Rs 100 per capita per 
month from these funds is paltry. Home 
authorities assert that at least Rs 300 to 400 
is required per female inmate per month. 
The funds are thus grossly inadequate. The 
grant of Rs 5,000 for the'child guidance clinic 
is also too meagre to provide adequately for 
the medical staff salaries. 

The following observations can be made 
for 29 inmates between the year 1983-84; 23 
of 29 individuals were 19 years and below. 
The majority came from Nepal, Andhra 
Pradesh, Karnataka and Ikmil Nadu. 
However, accurate estimates are difficult to 
establish as the rescue home records do not 
distinguish between native place, place of 
procurement and residential address. 22 
individuals had given incomplete addresses 
or only the state from which they came, 
making tracing of antecedents difficult. 

The mother tongue of the majority was 
Tclegu and Nepali. Kannada, Bengali, Urdu, 
Marathi and Ikmil were other languages 
known. As a result, there were problems of 
communication between staff and girls and 
amongst the girls. 17 individuals were un¬ 
married, 6 were married and 6 had no 
information available against marital status. 
19 individuals had no education at all. 

The inmates came from the lower socio¬ 
economic strata, with families involved in 
farming operations as agricultural labourers, 
coolie workers and factory workers. Other 
tasks performed were woodselling, rice 
selling, domestic work and the like. 

Of 29 individuals 25 had been forced into 
prostitution. The reasons were poverty and 
the lack of education and job skills making 
some girls susceptible to procurers who pro¬ 
mised them good city jobs. Kidnapping, ab¬ 
duction, drugging and rape were other 
means by which some of these individuals 
were forced into prostitution. Family pro¬ 
blems and tensions like alcoholic fathers, 
broken homes, cruelty to the girl, a feeling 


of neglect and rejection led some individuals 
to run away from home Being alone and 
vulnerable, they were trapped into prostitu¬ 
tion by procurers. 

The majority, i c, H individuals wanted 
to give up prostitution, go home to their 
parents and find some work or the other. 
Some ot them who wished to leave the pro¬ 
fession wanted to stay on at Asha Sadan or 
take up a job rather than to return to their 
families. Five individuals wanted to remain 
in the profession as they feared the social 
stigma attached to it, felt their families 
would not accept them and lacked the 
wherewithal to find alternate jobs, accom¬ 
modation and the like. 

12 individuals were produced in the 
institution under section 40 of the Bombay 
Children Act (BCA). 6 of them were rescued 
from brothels. The others, produced under 
section 40 of the Bombay Children Act, were 
either picked up at railway stations or had 
no records showing how they were produced 
under this section. On the other hand, 17 
individuals were produced under section 78 
of the Bombay Children Act. Of these, 11 ‘ 
girls were rescued by the police after having 
escaped from brothels, 2 were rescued by the 
police just before they were sold into pro¬ 
stitution and the remaining 2 individuals had 
no records to show how they were produced 
under this section. Rescuing girls under sec¬ 
tion 40 rather than 78 of the Bombay 
Children Act or the relevant section of the 
SIT Act is a convenient means to avoid 
bringing racketeers to book. 

The above evident structural conditions 
forcing a woman into prostitution and 
the desire for most of the inmates to 
leave the profession points to the urgent 
need for serious and committed efforts for 
rehabilitation. 

The process of rehabilitation should begin 
from the time an individual enters the in¬ 
stitution till ,jhe time she leaves and is 
absorbed into the mainstream of social Ufa 
Hence institutions must aim at the total 
integration of the individual. 

On first admission, the girl is interviewed 
by the social worker who prepares the intake 
.sheet, giving the girl’s antecedents and 
background. The girl is then subject to an 
age determination and verification test at the 
police hospital and a medical check-up. She 
is also given an IQ test by the psychologist 
to assess her mental ability. 

The files of the 29 cases reviewed in 
1983-84 revealed that the information in the 
intake sheet was inadequate and incomplete 
or absent with respect to medical records, 
addres.ses of inmates and prostitution 
racketeers, IQ tests, background of the girls, 
age determination. There were no records of 
court proceedings in any of the cases, and 
detailed progress records were maintained in 
only 3 out of 29 cases. 

C M Bhatia’s battery of performance test 
and the standard performance test were used 
to assess IQ levels of the girls, the com¬ 
ponents of Bhatia’s tests being tests for goal 
directed ability and anticipatory planning. 


Tabi.e 10: Number or Cases Filed in Court under Section 8(b) or the SIT Act and under 
Section 110 B or the Bombay Police act 

Section 

Year 

Cases 

Registered 

Cases 
Filed in 
Court 

Total No 
of Persons 
Arrested 
in These 
Cases 

Total No 
of- 

Conviction 

Cases 

Totan No 
Acquitted 

S8(b) 

1984 

915 

757 

757 

757 

— 

S S(b) 

1985 

772 

373 

373 

373 


S no B (Prostitutes) 

1984 

7480 

7480 

7480 

7480 

— 

S 110 B (Prostitutes) 

1985 

6031 

6031 

6031 

6031 

— 

S tlO B (Pimps) 

1984 

212 

212 

212 

212 


S 110 B (Pimps) 

1985 

198 

198 

198 

198 

— 

Source: Vigilance ' 

Cell, 

Crime 

Branch, 

CTD, 


Bombay, provided to me in 1986. 
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analytic and synthetic ability, memory and 
form perception. 3 of the 29 cases were 
declared us moderately rrientaily retarded 
(!<^ - 4s - 5^), Mielowaverafie'imelligencc 
(!(./ 6S -90) The others were .stated to 
have average intelligence os there were no 
records of results. 

The concept.s, images, symbols, ideas and 
vocabulary used in these tests are bia.sed in 
favour of middle class literate persons, 
with some intellectual exposure, general 
knowledge, experience of drawing, playing 
games like puzzles and the like. The illiteracy 
of the inmates, their alienation from the idea 
of such tests and the concepts and imagery 
used in them, their emotional battering and 
diffidence due to their traumatic experience, 
poor socio-economic background, fear of 
the staff and surroundings, inability to 
visualise bright futures and poor self-images 
were not considered as factors that could 
determine the results of the tests adversely. 

Given their traumatic experiences, most 
of the inmates suffer from hysteria, neurosis, 
insomnia, restlessncs, depressions and the 
like. Typical behavioural responses are lying, 
stealing eatables, provisions and belongings 
of the institution or of other inmates, 
picking locks, jealousy, lesbianism, picking 
physical fights, defying the staff and 
resisting rules, sulking, shirking work, 
missing class, hiding notes in sarees and 
sanitary pads and passing them on to out¬ 
siders and so on. 

Examining one such case shows these 
trends; Lakshmi Damle, aged 14 years, fell 
into states of deep depression. She had a 
pathological need to establish her innocence 
and often talked in a rambling manner and 
sleepwalked. This was the result of the un¬ 
resolved conflict with her mother who had 
deserted her lame father. It was also the pro¬ 
duct of her hostility towards her mother’s 
paramour, her resentment against her eider 
brother who often beat her up, her traumatic 
brothel experiences and the feeling of rejec¬ 
tion and poor self-image internalised as a 
result of these experiences. Her medical 
report from Nair hospital in 1983 showed 
mental retardation and temporal lobe 
epilepsy. She was advised treatment for five 
years subject to improvement. Her medical 
records in Asha Sadan, dated March 30, 
1983 showed personality changes due to 
epilepsy and abnormal involuntary move¬ 
ment of both the shoulders. 

The girl was mnedically administered 
Cardinal (30 mg-l-l) and Eptain (100 
mg-l-I). She was also under shock treatment 
at Nair hospital. It is pertinent to note that 
the case records of Lakshmi reveal that Nair 
hospital authorities had certified her as men¬ 
tally retarded and, though the .social worker 
at Asha Sadan had also certified her as men¬ 
tally deficient, the same social worker has 
implicitly recorded the fact that lakshmi 
asks intelligent questions. 

The primary attitude of the staff or 
society to these inmates is a perception of 
them tt'.delinquents, offenders, immoral and 
irrqymTsible persons. 

.m is evident from the following facts; 
(l^^Memos from the police and 


metropolitan magistrate of the Juvenile 
Court to the superintendent refer to the 
girl of ‘girl juvenile’. 

(b) In the case of a girl, Faimida. who felt 
a deep sense of rejection from her 
parents because they had kept her there, 
she was told by the social worker that 
she was kept in Asha Sadan for her 
*irre.sponsible’ behaviour. 

(c) The attitude of the psychologist towards 
prostitution was that it was The immoral 
profession’. She counselled the girls to 
give up prostitution because it was bad. 

(d) In the event of quarrels, the in-hoftse ser¬ 
vants in particular raked up the girls’ 
past and abused them as prostitute.s. The 
same occurred in quarrels between the 
inmates. 

(e) Counselling is also resorted to, to remedy 
aberrant behaviour. Beating and physic^ 
punishment loo are very common. The 
law permits five canings. The first of¬ 
fence may be punished by a tight caning 
and the whole event is to be recorded in 
writing. Other punishments like salt-free 
food, denial of food or breakfast, 
barring the girl from watching TV are 
also resorted to. The idea of isolation 
was conceived of for ‘hardened’ girls. 
The room was maintained without 
bulbs, fans and long pieces of cloth to 
avoid the occurrence of suicide. 

As mentioned earlier, the more serious 
cases of psychological maladjustment were 
straightaway treated with shock treatment 
and some medication.- 

L.iterary classes arc held for the inmates. 
Training in sewing, embroidery, textile block 
printing, cardfolding and paper-bag making 
is also imparted, {.ack of interest, orienta¬ 
tion, aptitude and concentration are some 
of the key problems that the staff face from 
the inmates during these classes. It is also 
particularly difficult for girls who are 
illiterate to cope with measuring scales in 
their sewing classes. 

There arc no constant orders received for 
crafts learnt, particularly sewing and em¬ 
broidery, due to the quick turnover of girls. 
Again the crafts and skills imparted are not 
based on an assessment of the market value 
of thp job. 

Between the years 1982 and 1985 the 
largest number of cases (all inmates in¬ 
cluded) were discharged after reconciliation 
with parents, husbands and guardians. This 
is difflcult to'belicve as 22 out of the 29 cases 
of prostitutes studied in 1983-84 had in¬ 
complete addresses or only the name of the 
state from which they hailed making trac¬ 
ing of antecedents difficult. 

Of the four girls whose file records 
showed they had been handed over to 
parents, two were forced to go back against 
their wishes. One of these two girls was 
pressurised into returning to her alcoholic 
father against her wishes. She was counselled 
that she should contribute to her family as 
the state could not pay for her. Another 
inmate did not wish to leave the institution, 
but being perceived as a danger to the other 
inmates she was ordered by the metropolitan 
magistrate of the juvenile court to be sent 


back to hCT parents. Although her complete 
address in Karnataka was recorded in the 
file, there was no record stating whether her 
parents had been contacted or traced. 
However, her records merely stated that she 
had been sent to the mental hospital in 
Bangalore against her wishes. 

It is to be pointed out that it is pointless 
to send the girl home if the home environ¬ 
ment is not at all conducive to rehabilitation 
or if the girl resists going home. 

PITA, Only a Marginal Improvement 

The Suppression of Immoral Traffic in 
Women and Girls Act, 1956 like any other 
law in a class-based patriarchal society was 
formulated, executed, interpreted and en¬ 
forced according to the male understanding 
and beliefs of its formulators, legislators, 
bureaucrats and legal professionals and 
according to the dominant economic and 
political system. It was, therefore, favourable 
to males and to vested economic and 
political interests. It maintained the sub¬ 
ordination of women and preserved the 
status quo. 

Apart from the tardy implementation of 
the Sn Act, in terms of the immediate 
economic and political linkages and pay-offs 
between prostitution racketeers and imple¬ 
mentation autiiorUics, there were certain 
patriarchal conceptions respon.sib)c for slack 
implementation. For instance, as mentioned 
earlier, the SIT Act did not seek to abolish 
prostitution per se, but only trafficking in 
women and girls for prostitution and living 
off their earnings. It impricitly assumed the 
universality, necessity and inevitability of 
prostitution. It located this inevitability in 
the so-called naturally and biologically ag¬ 
gressive male sexuality and the need to main¬ 
tain the family system and prevent rampant 
rape. While acknowledging prostitution as 
a neccssaiy social seivicc, the Ad penalised 
the woman providing this service. Given the 
deeply internalised sexist assumption of the 
necessity and inevitability of prostitution by 
the formulators, legislators, executors and 
interpretors of law and society at large, the 
existence of brothels and operations of 
racketeers were largely ignored. This partly 
explains the slipshod implementation. 

It was partly in the context of the failure 
of the SIT Act that alternatives were being 
heatedly discussed. While the central govern¬ 
ment was oriented to amending the SIT Act. 
the Maharashtra government was thinking 
in terms of a new system of law to regulate 
prostitution, viz, legalisation and licensing 
prostitutes and prostitution. The first alter¬ 
native has however come to stay in the form 
of the Prevention of Immoral Tlraffic in 
Persons Act, 1986 (PITA). 

The Prevention of Immoral Thiffic in Per¬ 
sons Act, 1986 (PITA) is basically an amend¬ 
ment to the SITA. Its aims, objectives, logic 
and premises remain fundamentally un¬ 
changed. While the cosmetic changes 
introduced are not objectionable, the Act 
continues to remain heavily weight^ against 
the prostitute and lacks any serious attempt 
to give teeth to the implementation stnicturei 
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The conception of rehabiUtttion too remains 
unchanged. 

Ihking cognisance of the increasing 
incidence of trafficking in and exploiting of 
male children and adolescents for prostitu¬ 
tion, the scope and coverage of the new Act 
has been widened to cover trafficking in 
children, minors and adults of both sexes, 
rather than just restricting it to women 
and girls. 

The definition of prostitution has been 
amended to mean “sexual abuse and exploi- 
tatioii of persons for commercial purposes.” 
This is an improvement over the older nar¬ 
row definition which defined prostitutions 
as the act of a female offering her body for 
promiscuous sexual intercourse for cash or 
kind. 

While the SITA had no specific penal pro¬ 
visions for those trafficking in and exploiting 
children for prostitution, the PITA takes a 
more serious view of child and minoi pro¬ 
stitution. It has introduced substantial 
penalties by way of prison terms and fines 
for living off the earnings, procuring, seduc¬ 
ing and detaining of a child or minor for 
prostitution. Hotels in which children and 
minors arc being used for prostitution will 
have their licences revoked. If any person is 
found with a child or minor in a brothel, 
unless proved otherwise, it will be presumed 
that the child or minor was being detained 
for prostitution. Similarly if a child or minor 
on medical examination is found to be sex¬ 
ually abused, unless proved otherwise, it will 
be presumed that it was being detained for 
prostitution. Penal measures for the above 
offences have also been dramatically 
incrca.sed in respect of adults used for 
prostitution. 

Trafficking police officers, unprovided for 
under the SITA are now to be appointed 
under the PITA to crack down on inter-state 
trafficking for prostitution. Provisions have 
also been made for two women police 
officers to accompany the special police 
officers and trafficking police officers on 
their raids and to interrogate women and 
girls removed from brothels. In their absence 
a female member from a recognised social 
welfare organisation is legally authorised to 
conduct the interrogations. 

While marginal changes have been made 
with respect to rehabilitation, the basic 
orientation of a ‘reformative and corrective* 
rehabilitation still remains. 

The PITA, however, is not only a paper 
tiger but it continues to be biased against 
the prostitute. It still retains section 7(1) and 
8(b) of the SITA, penalising a prostitute for 
prostitution in a public place and seducing 
or soliciting for prostitution, Furthermore, 
it has a newly introduced provision for 
penalising a male prostitute for these 
offences, the prescribed prison term being 
not less than seven days and not more than 
three months. The client is not an offender 
under the Act. 

It is time that law and society at large, 
perceive the prostitute as a human being, a 
victim of exploiution and a surviving sub¬ 
ject, rather than an offender. Jt is therefore 
necessary to decriininaiise the act of pro¬ 


stitution per se. This can be done by amen¬ 
ding the PITA to deicte sections 7(1) and 8(b) 
which criminalise the activities of a pro¬ 
stitute. Decriminalising the act of prostitu¬ 
tion per se can help in curbing police 
harassment of women in pro.stitutioii. 
Uccriminalisation must be extended to all 
categories of prostitutes—independently 
operating, clandestine prostitutes, street¬ 
walkers and cage-brothel prostitutes. 

Whije the PITA has tried to plug the 
loophole in the SITA relating to the offence 
of a landlord renting his premises for pro¬ 
stitution the new provision is grossly inade¬ 
quate. The PITA places the onus of proof 
on landlords only if a news item reporting 
a raid on his premises is published in a 
newspaper having circulation in his area of 
residence or if the police submit a copy of 
their panchananta during the raid to him. 

However raids arc seldom conducted on 
brothels and even more seldom reported. 
More often than not, the landlord knows 
that his premises is being used for prostitu¬ 
tion as he is either himself the brothel owner 
or is hand in glove with the brothel managei. 
He can therefore still take refuge under the 
provision that he did not know that his 
premises was being used as a brothel. The 
burden of proof that he did not knowingly 
let his premises for prostitution or know that 
it was being used for prostitution must per 
se and in all events rest on the landlord. 

Thirdly, it makes little sense to raise penal 
measures without making provisions for 
strengthening the implementation structure. 
To curb concentration of power in ttolice 
hands and to strengthen the efficacy ot law, 
a statutorily recognised mandatory citi/ens 
committee consisting of repre.sentatives ol 
women's organisations, social workers and 
lawyers must be appointed by the state 
government. Such a committee must con.sti 
tutc a special cell affiliated to the women’s 
wing of the vigilance branch helping women 
in distress and must be empowered to detect, 
report, raid, arrest and follow up prosecution 
and conviction ot prostitution racketeers 


together with the police It must also be em¬ 
powered to give evidence against racketeers 
in court, combat police harassment of 
women in prostitution and rescue women 
and girls wishing to leave prostitution and 
refer them for rehabilitation. 

Fourthly, the 'reformative and corrective’ 
orientation of protective homes must 
change. Inmates must be perceived not as 
delinquents and criminals but as human 
beings fighting to survive in an exploitative 
system. It is unbelievable that there are only 
three protective homes under the SITA for 
the whole of Maharashtra. Emergency live- 
in centres and more short and long stay 
homes must be set up for runaways, women 
leaving home and prostitution. 

The rules for protective homes must com- 
puisorily provide for literacy and a range of 
vocational and occupational training ba.sed 
on woman’s aptitude and market value of 
the job. Ttaining must not reinforce sex role 
stereotypes. Counselling which helps 
redefine inmates as surviving human beings 
must be provided and half-way homes and 
guverniiient subsidised hostels must also 
be set up to house inmates discharged 
from homes. 

Widespread public education through the 
mass media on the structural roots of pro¬ 
stitution, attitudes to prostitutes and 
prostitution and the re-definition of .sexual 
values and male female relationships 
together with education and employment of 
women and safeguarding of women’s in¬ 
terests in laws relating to marriage, divorce, 
custody, inheritance, alimony and the like 
will go a long way in preventing women 
falling prey to prostitution and in helping 
rehabilitate those leaving the profes.sion. 

From the long-term point of view, it is 
only the recognition and acknowledgement 
of the material and sexist roots of prostitu¬ 
tion, coupled with a determined .struggle to 
restructure oui unjust social system and 
change our male oriented values, that will 
help towards eliminating a patriarchal 
institution like prostitution. 


DISCUSSION 

Ideology for Provincial Propertied Class? 


Gail Omvedt 
Chetna Gaila 

K BALAGOPAL’s review of ‘The Peasant 
Movement Tbday’ {EPW, September 5-12) 
is a sad example of a tendency to condemn 
the farmers’ movement and its ideology 
without a real investigation of what is 
going on. There is very little of an in¬ 
dependent peasant movement in Andhra, 
and Balagopai’s characterisation is ba.sed 
on his reading of a heterogeneous collec¬ 
tion of writings by various sympathisers 
of the movement. Our comments are 
Iwed on our experience, mainly in 
Maharashtra. 


Balagopal writes, “There are four impli¬ 
cations that would follow immediately 
from the logic employed unanimously 
all the contributors: (i) that there are no 
exploited or poor people in the towns, 
(ii) that there arc no exploiters in the 
villages, (iii) that all the ‘villagers’ have 
essentially the same interest and that 
interest takes its economic expression in 
remunerative prices, and (iv) that the 
rural-urban divide is absolute and no 
‘villager’ has urban interests”. But this is 
a construct. 
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At the Chandwad women’s session of 
Shetkari Sanghatana, not only was 
women’s exploitation declared K) be essen¬ 
tially separate (the first real step away 
from the one-point programme), but it 
was also clearly stated in Shidori—& 
booklet which sold ten thotisand copies 
that day. to peasants and not to an intel¬ 
lectual audience—that ‘Bharat’ included 
the footpath and slum-dwellers of the 
cities, while the ‘pcasaiit leaders’ of the 
villages were part of ‘India’. When Sharad 
Joshi stated, “I have never said that the 
Bharat-India divide was a village-city 
one'’, it surprised many of us who have 
come out of a left movement which has 
always said that the farmers’ movement 
said that ‘Bharat’ = villages, ‘India’— 
cities. So we went back and checked to see 
if there was a change in the presentation 
of the movement. Instead we found, at 
least in all the printed Marathi booklets 
of Sharad Joshi (which were often taken 
from talks at mass shibirs of the move¬ 
ment) that ‘Bharat’ was always defined as 
including “refugees from the villages in 
the cities’’, while the elite/rulers of the 
villages were classed as part of ‘India! 
‘Bharat versus India’ is a populistic phras¬ 
ing, but it is the left and its intellectuals 
who have defined it continuously in over¬ 
simplified terms as village versus city. 
Most of the peasants we met and discus¬ 
sed with at. Chandwad and elsewhere 
interpreted it in more straight ‘class’ terms, 
the rich versus the poor, the (mainly 
urbanised) comfortable middle classes 
versus the toilers. Sharad Joshi, and 
probably other theorists of the movement, 
have never denied that there is inequality 
in the villages; they have only argued that 
the main exploiters of the peasants are the 
urban capitalists and the state, and that 
organised industrial workers—not un¬ 
organised workers—share in the profits of 
that exploitation. 

We may not agree that even skilled and 
organised industrial workers are unexploi¬ 
ted, or that they share in the profits of the 
exploitation of others. But Marxists do 
have to grapple seriously with the problem 
posed by the current situation of the large 
factory-based industrial working class in 
the world in relation to the rest of the toil¬ 
ing classes (the rural and urban informal 
se^or). In fact, one way of understanding 
‘Bharat versus India* is as the unorganised 
versus the organised sector. Looking at the 
situation in terms of income (is this 
‘vulgar’?) it might be noted that the 
Centre for Monitoring the Indian 
Economy shows that in 1981 the average 
annual income per worker in the organi¬ 
sed sector was Rs 10,831; for unorganised 
sector agricultural labourers it was 
Rs 1,703; for unorganised sector non- 
agf^ltural wage earners it was Rs 4,871; 


for peasants it was Rs 3,000 and for self- 
employed non-cultivators it was Rs 5,066. 
What does this show us? Where, even in 
India, is the ‘proletariat’ which has 
‘nothing to lose but its chains’? 

All Marxists talk of ‘class' but often 
without much rigour in its analysis. Those 
who, like Balagopal, agree that peasants 
have surplus extracted from them through 
the terms of trade apparently do not think 
about what this means in terms of the 
class character of the peasantry. Marx 
himselfdid not always see landholding as 
the basis for the class definition of the 
peasants. In “Class Struggles in France” 
he wrote of the French peasantry that 
“their exploitation differs only in form 
from the exploitation of the industrial 
proletariat” and “the smallholding of the 
peasant is now only the pretext that allows 
the capitalist to draw profits, interest and 
rent from the soil, while leaving it to the 
tiller of the soil himself to see how he can 
extract his wages”. Dosen’t this have some 
significance for analysing rural India 
today? 

Balagopal’s critique of the Gandhian 
'historiography' shown in the English 
literature on the peasant movement is a 
point well taken. But it is too bad he does 
not know the Marathi literature, which is 
what is relevant for “Sharad Joshi’s 
followers in Maharashtra”. Much of the 
presentation here of the ‘historiography’ 
of the peasant movement begins with 
tribal anti-imperialist revolts, and it takes 
the main predecessor of the movement to 
be—not Gandhi, and not the Deccan riots 
either—^JoUba Phule’s satyashodhak revolt 
of the nineteenth century, which expressed 
the exploitation of the peasantry both by 
brahmanism and imperialism, and took 
form as a movement against shetji-bhatji 
domination. 

Balagopal’s movement is against the 
state. Who does he see as its allies? Or are 
all others, even if they also fight the state, 
only counter-revolutionaries? He writes of 
Karamchedu that in 1980 when farmers 
agitated for higher prices of tobacco two 
youth got killed in police firing: “It was 
youth of precisely the same tobacco 
farmers’ families who assaulted the 
Madigas en masse in 1985, brutally 
murdered six men and raped three girls!’ 
Are “contradictions among the people” 
always pleasant? We would like to remind 
Balagopal that so many of the working 
class men who are brutalised by capitalism 
are responsible for beating and murdering 
their wives. Still we are urged not to see 
them as enemies and we do not. Should 
we not be able to hold the same expecta¬ 
tions of others? Needless to say, con¬ 
tradictions among the people should be 
handled in such a way that the most 
exploited among them—dalits, women, 
etc—will be able to make significant gains. 


But isn’t it time to think seriously about 
how to do this, and how alliances of 
popular forces will be built? It seeim 
Babasaheb Ambedkar was not so senti¬ 
mental on this issue as many ‘Marxists’. 
He was wary about linguistic states 
because he knew they would become 
politically dominated the big ‘peasant’ 
castes (Marathas, Kammas, etc) who were 
often the direct opponents of dalits; j^t 
he supported the Samyukta Maharashtra 
movement on the grounds that the left 
alliance fighting for it would go on to take 
up the cause of the rural poor. He also 
put forward the task of fighting casteism 
as a central part of such an alliance: isn’t 
it a fact that even today both the farmers’ 
movement and Marxist-Leninists are 
ambivalent on this? 

It is sad that an activist like Balagopal 
seems to disdain the involvement of 
masses in the Shetkari Sanghatana in 
Maharashtra, both in conferences and in 
agitations against the state. Were the lakhs 
of cotton farmers who participated in 
rasta and rail rokos in December and 
January, or the three lakhs who gathered 
at the September 5 conference at Satana 
simply being fooled and misled by a pro¬ 
vincial elite? If leftists want to define 
Shetkari Sanghatana as ‘rich peasant’ in 
terms of its leadership, then they should 
be able to say something about the struc¬ 
ture of the organisation, about its district 
and provincial organisers, about who runs 
its training camps, and what kind of pro¬ 
cess is going on. Or shall we make a 
characterisation in terms of programme? 
Then what about the largest section of 
landless in the rural areas, women? At a 
Women’s Studies conference in Warangal 
in 1981, women activists raised the ques¬ 
tion of why party-led kisan sabhas had 
not supported the rights of peasant 
women to the inheritance of land. There 
was very little response. It is still unclear 
if the Ryotu Coolie Sangams have taken 
any such stand. But Shetkari Sanghatana 
has taken a very clear position. Then 
where is the ‘rich peasant’ leadership and 
where is the ‘proletarian’ leadership? 

Undoubtedly there are big differences 
between Maharashtra, where the Shetkari 
Sanghatana is the biggest mass movement 
but divorced from political power, and 
Andhra, where so many of Balagopal’s 
colleagues in the peasant movement are 
being tortured and killed by a state at least 
partly in the hands of a village-based 
goonda elite. But Balagopal seems to be 
letting his bitterness about the repression 
and his concern for the poorest of the 
rural poor overcome his ability to analyse 
the conditions and movements of the 
exploited masses. We had also been prey 
to this tendency in the past. It is neither 
a revolutionary nor a scientific Marxist 
characteristic 
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Crash and Catch 22 

After Black Monday, October 19, 1987, there seemed to be general 
agreement that the US must now inevitably reduce its twin budget 
and trade deficits. If policy-makers would not do it voluntarily, the 
market would do it ruthlessly. Actually, any attempt to square the 
international financial and economic circle of interest and exchange 
fates and budget and trade deficits at this juncture must fail in 
something and entail serious costs in terms of economic growth and 
welfare. What after all is to replace the US as the global 
borrower and.spender of last resort? 1942 
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Reservations Revisited 

The anti-reservation agitations which began in the late seventies in 
Bihar and spread to other parts of the country have succeeded in 
reopening the basic issue of the validity of the provision of positive 
discrimination and in forcing the state to restore the status quo ante 
with respect to further implementation of the policy. Against this 
background, a review of the policy of reservations and its 
performance and some suggestions for making the policy 
more effective. 1957 


Politics of *Sati* 

The responses of the state and of 
revivalist forces to the burning of 
Roop Kanwar were not 
unexpected. But there is a section 
of intellectual opinion which 
considers condemnation of 'sati’ 
to be simple-minded, as stemming 
from an inability to comprehend 
the complexity of the 
phenomenon. 1946 


Bhakti Unravelled 

Because of the preponderance of 
chronicle-style narratives in our 
history, the underlying connections 
of many important historical 
phenomena still remain obscure. 
The prolonged and richly- 
variegated Bhakti movement of 
medieval India is a case 
in point. 1970 


Indian Investment Abroad 

Is a process of transnationalisation 
of the Indian private corporate 
sector under way? A study of 
foreign direct investment 
from India during 1950-82. 1963 


Making the Most of 
Imports 

To make the most efficient use of 
the foreign exchange spent on 
import of edible oil, the 
government needs to overhaul 
its policy for marketing 
imported oil. 1933 


Supply-Side Solutions? 

Official spokesmen assert that 
what the economy today needs is a 
consumption orientation which 
will provide the required impetas 
for further economic growth. A 
review of developments in the 
economy since the presentation of 
the 1987-88 budget, with the focus 
on (a) financing of development 
and (b) possibility of 
inflation. 1939 


Lankan Tamils' IVagedy 

The Indian army’s offensive 
against the LTTE in north Sri 
Lanka will have the effect of 
strengthening the Sri Lanka 
Ikmils' conviction that the answer 
to their national oppression by 
Colombo lies in national 
chauvinism. 1950 


South African Connection 

It is easy to make a dramatic 
gesture of cutting off all trade 
with Fiji, but why doesn’t the 
Indian government cut off all 
trade with racist South 
Africa? 1949 


Lost Linkage 

The ma.ssive outlays on the 
modernisation of the steel plants 
are unlikely to result in many 
orders for Indian heavy 
machinery manufacturers. 1931 












LETTERS TO EDITOR 


Food for Work 

IN his article ‘I’ood tor Work: Food for 
Thought’ (EPW, July 25), Arun Ghosh 
has not fully emphasised the problem of 
the magnitude of the cash outgo in the 
Food for Work programme, as envisaged 
by him. That is the cash required for the 
material component required for creating 
assets under these programmes. Consider¬ 
ing that the a.s.scts created under these pro¬ 
grammes should be lasting enough to 
benefit the people for whom they arc 
meant, the cost of the materials compo¬ 
nent would be at least the equivalent of 
the wage component. Therefore, the total 
requirement would be at least Rs 7,800 
crore for generating .1,000 million person- 
days at the wage rate assumed by him. The 
states cannot match the material content, 
given their resources. 

Ghosh’s suggestion, that of a wage of 
Rs 13 per day, Rs 7 should be in the form 
of grain is not the correct approach for 
the reason that at present in these pro¬ 
grammes wheat is made available at 
Rs l.SO per kg and rice at Rs 2 per kg, if 
we average the price of the three varieties 
of rice available. Taking the proportion in 
which wheat is available with the govern¬ 
ment, and the areas where the over¬ 
whelming majority of the poor live, wheat 
will be the major grain that would be 
deployed in these programmes. In other 
words, the average price at which grain in 
these programmes woultl be distributed 
would be rather clo.scr to Rs 1.50 than to 
Rs 2.00, mentioned by Ghosh. At an 
average cost of Rs 1.60 per kg, what a 
worker will get as the equivalent of Rs 7 
per day postulated by C’lhosh will be about 
4,5 kg of grain per day. Even assuming 
that the official agencies would take care 
to fully ensure that only one person from 
a family participates in the programme (as 
should be the ca.se), this quantity of grains 
per day will work to the detriment of the 
poor workers. This is because, an average 
family would nol require more than 2.5 
kg of cereals per day and anything forced 
on such a family over and above that 
quantity will actually deprive it of its 
ability to buy its e.ssential non-cereal and 
non-food needs. In fact, beyond a point, 
foodgrains as wages cannot be thrust 
upon the poor, just because they are 
available. 

Ghosh has not touched upon the infra¬ 
structure required to successfully imple¬ 
ment the Food for Work programmes. I 
have in mind a rural public distribution 
system, which is the essential infrastruc¬ 
ture required to deliver the nutrition com¬ 
ponent of the wage element of any Food 
for Work programme. Mere existence of 
foodgrains and unemployed labour need 
not necessarily mean a successful im- 
pfementation of a Food for Work pro¬ 
gramme, in the absence of a sustained 


delivery system. In fact, such programmes 
are known to have failed in the absence 
of a delivery system. What, therefore, we 
need is a rural public distribution system 
that protects the poor even in normal 
times, while stepping up assistance to 
them through the Food for Work pro¬ 
gramme in times of dire need like acute 
conditions of drought, using such a public 
distrubution system itself as a well-oiled 
delivery point. 

Incidentally, it will be seen that pro¬ 
viding 2.5 kg of foodgrains at the same 
price as in the Food for Work programme 
at the village level through a public 
distribution system should not cost by way 
of subsidy, more than Rs 3.50. Agaihst 
this amount, in a Food for Work pro¬ 
gramme, the cost of providing the same 
quantity of grains per person at the cost 
mentioned by Ghosh will be Rs 22 per 
person. The difference in costs is obvious, 
though admittedly, a public distribution 
system as such does not generate assets 
directly. However, India’s rural poverty 
being what it is, and the resource con¬ 
straints being what they are, a judicious 
mix of subsidi.sed foodgrains for the rural 
poor through a public distribution system 
and a Food for Work programme, would 
be an ideal solution, both as an anti¬ 
poverty measures and in the liquidation 


of stocks. 


K R Vlnugopai. 
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anything to please their ‘Adams’ or 
political masters at the drop of a topi. 
They would raze lush green forests to 
desert-like desolation for the doubtful 
glory of a new river project: they would 
think nothing of incarcerating small-time 
activists for weeks together with a feeble 
crutch of law that brooks no queries; they 
would present reports that recommend 
preparation of more reports that solve no 
issues; th^ would stall honest forthright 
enquiries into mass murders and mayhem 
with a logic that would put Aristotle to 
shame. It is these new Massey Sahibs, or 
for the sake of proper order, ‘Messy 
Sahibs’ that trace their lineage to the pro¬ 
ud ancestor-hero of Pradip Krishen’s film. 

In transactional analysis terms, they are 
the ultimate rescuers who switch their 
roles to becoming victims and back to 
rescuers with the speed of electricity. 
Often they end up as persecutors like the 
original version of the film who murdered 
his neighbour when the neighbour called 
him a good-for-nothing person. 

Is there any hope for our modern 
Massey Sahibs? Or to put it a little le.ss 
politely, can we salvage India from them? 
That is the question that continues to 
bother you after viewing the film. For the 
fictional (or factual) Massey may be dead 
long back but it is the Hying clones of his 
that have the potential of becoming a 
scourage to India worse than AIDS with 
the added disadvantage that now wc 
cannot blame the British. 


Massey Sahib's Clones 

M S S PANDlAN’s review of the film 
‘Mas.sey Sahib’ (EPkK July 11, 1987) 
seems to do less than justice to the film- 
maker’s mission. The review ignores the 
subterranean meaning of the film. To see 
Massey Sahib’s character as a non-rebel 
in colonial India, a status quoist who is 
actually supportive of the alien British 
rule is a perception that is faultless in its 
simplicity. The roles of the British, the 
adivasis, and the odd man out like Adam 
when juxtaposed against one another and 
against Massey’s role seem to form a 
kaleidoscopic pattern of meaning that is 
elusive at times and yet in a curious way 
balances and makes sense. In Pandian's 
own words, this is the ‘complex multi¬ 
layered course’ that the film discovers. 

Yet, the key question in my mind after 
seeing the film was: Is Massey Sahib dead 
or is he alive? For if the film sends out 
one message, it is that Massey Sahib is an 
attitude towards life. And to this day, as 
anyone with a modicum of analytical 
power would vouch, that attitude is alive 
and well in post-colonial independent 
India. There are scores of Massey Sahibs 
prospering, short-circuiting, meaning well, 
getting victimised, and as a net result of 
their efforts creating disasters in India at 
the time of writing. They would do 
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‘Elementary Stage of Socialism’ 


T he 13th National Congress (NC) of the Chinese Com¬ 
munist Party (CPC) basically moved along the line laid 
down at the Third Plenary Session of the llth Party Central 
Committee held in December 1978. It may be recalled that at 
the Third Plenum of the llth Cen.ral Committee there was a 
fundamental shift of focus from class struggle and continuing 
the revolution to economic modernisation. Basically the cultural 
revolution was totally rejected. Since then, a serious problem 
of the Chinese leadership has been to provide an ideological 
justification for the decisions made since the ‘reform’ was 
initiated nine years ago. This ideological justification has now 
been provided at the 13th NC. 

Acting party general secretary Zhao Ziyang, now confirmed 
to the post, declared that China was in the “elementary stage 
of socialism”, a new phrase for China’s stage of development 
Development of the private sector was necessary during this stage 
provided the public sector remained dominant. China embarked 
on the socialist road fiom the womb of a semi-feudal, semi¬ 
colonial society with’the productive forces lagging far behind 
those of the developed capitalist countries and hence China is 
destined to go through a very long elementary stage. During this 
stage China will undergo a process of industrialisation, com¬ 
mercialisation, socialisation and modernisation of production, 
which the now developed countries achieved under capitalism. 
Zhdo’s piognostication was that the elementary stage of 
socialism would last in China till the middle of the next century. 
In this stage, commodity maikets for consumer goods, capital 
goods, finance, labour, technology and real estate would be part 
of the sticialist system. In other words, generalised commodity 
production would exist in the elemental y stage of socialism. In 
Zhao’s view, “to bclic\-e that it is possible to jump over the 
elementary stage of socialism in which the productive forces are 
to be highly developed is a utopian view, which is the majoi 
cognitive root of ‘left’ mistakes”. At the present stage, the prin¬ 
cipal contradiction is one between the growing material and 
cultural needs of the people and the low level of development 
of the productive forces. The principal contradiction is no longer 
derived from class struggle. It was wrong to have placed undue 
emphasis on collective ownership which resulted in the economic 
structure being too rigid and also led to over-concentration of 
power in the political realm. This seriously hampered the 
development of the productive forces. Zhao’s exposition is 
perhaps the most forthright rejection of conventional socialist 
economics by a communist party. The socialist economy should 
be a system that integrated planning with the market, he said. 
In a socialist economy, planning should be done according to 
the principle of commodity exchange and the law of value. 

Zhao went on to expand on the decision taken on economic 
structural reform at the Thira Plenary Session of the 12th Central 
Committee of the CPC insisting that the role of the state dur¬ 
ing the stage of elementary socialism was not to control enter¬ 
prises but to formulate m'acro-cconomic policies. In Zhao’s 


words, “the state regulates the market and the matket guides 
enterprises”. Also, Chinese joint ventures, co-operative enter¬ 
prises or exclusively foreign-owned enterprises constitute a 
necessary and useful supplement to China's socialist economy. 

Zhao seeks to legitimise forms of income which are not 
distributed accoiding to work. “Buyers of bonds will earn 
intcrc.st, shareholders will earn dividends, enteiprise maiiageis 
will receive additional income to compensate for bearing risks 
and owners of piisate enterprises who employ workers will- 
receive some income that does not come from their own labour.’ 
Zhao also told the party Congress that the integration of 
Marxism with practice in China over the last 60 years had 
achieved “two majoi historic leaps”. The first leap took place 
during the New Democratic Revolution when the Chinese 
commumsts found a road to revolution based on China’s specific 
conditions. The second historic leap took place after the Third 
Plenum of the llth Central Comn.ittee in December 1978 when 
the Chinese communists found a way to build socialism with 
Chinese characteristics, which is the product of the integration 
of the fundamental tenets of Marxism with the modernisation 
drive in China. China had set out on its second long march, 
the march towards modernisation. 

Besides providing an ideological justification for the economic 
reforms instituted in the last nine years. Zhao’s report also 
outlined a programme of political leform. Zhao said that the 
deepening of ongoing economic reform made reform of the 
political structure increasingly uigent. “It is high time to put 
reform of the political structure on the agenda” The immediate 
objective of political reform is to institute a system of leadership 
that will help to raise cfficiencv, increase vitality and stimulate 
initiative m all sectors of the economy, Zhao said. There were 
major defects m China’s political system, “in thfe system of 
leadership, in the organisational structure and. style of work, 
which mainly find expression in over-concentration of power, 
a serious degree of bureaucratisation and feudal influences that 
are far from eliminated”. The programme of political reform 
dwelt on a stricter separation of the functions of party and 
government. “Henceforth party committees... will no longer 
designate a full-time secretary or standing committee member, 
who holds no government post, to take charge of government 
work”, Zhao said. Party cells will be eliminated from state 
organs. The state bureaucracy will be recruited through examina¬ 
tions and open competition whereas political positions will be 
filled through party recommendations. The idea is to create an 
echelon of professional bureaucrats separate from the party and 
reduce the overlap between party and government. It is probably 
felt that certain functions of government can be handled better 
by professionals than by party members. 

Does this mean that the communist party will effectively rule 
but the professional bureaucracy will govern! It will certainly 
be interesting to observe the nature of change in communist party 
rule that will come about as a result of the political reforms. 
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DROUGHT RELIEF 

Faith in the Market 

AT a press briefing in New Delhi last 
month on the drought situation, the food 
secretary expressed satisfaction at the fact 
that, despite the drought, the offtake of 
foodgrains from the central food stocks 
for public distribution had gone up only 
marginally. He interpreted this to indicate 
that enough foodgrains were available in 
the market at ‘reasonable’ prices. The 
validity of the conclusion drawn by the 
food secretary apart, his statement did 
provide some clue to government polic> 
in regard to the use of the central food 
stocks in the face of the situation created 
by the drought. For at the same press 
briefing it also came to light that while 
the offtake for sale through the public 
distribution system had shown only a 
slight increase, there had been a sharp 
drawing down of the central food slocks 
themselves—to 18.7 million tonnes at the 
beginning of September this year com¬ 
pared to 25.2 million tonnes at the same 
time last year. The major explanation for 
the precipitate decline in stocks must be 
that the government has been making 
larger sales, not through the public 
distribution system, but in the open 
market to private traders. This has 
evidently been done on the premise that 
the most effective way of coping with the 
threat of shortages and rise in prices as 
a result of the drought is to release grain 
from the government slocks into the open 
market. The relationship between the 
absence of increase in offtake from the 
public distribution system and availability 
of supplies in the market may thus be 
rather different from that suggested by the 
food secretary; the offtake has not gone 
up, it would appear, because the govern¬ 
ment has instead chosen to supply food- 
grains from its stocks to private traders for 
sale outside the public distribution .system. 
It is .significant that in the situation of 
shortage created by the severe drought the 
government should have decided not to 
press into service the public distribution 
system primarily but to icly on private 
trade and the open market. 

The relative movements of foodgrain 
prices under the public distribution system 
and in the open market also call into ques¬ 
tion the food secretary’s complacent sug¬ 
gestion that the muted ol flake through the 
public distribution system is because of 
easy availability of foodgrains in the open 
market at ‘reasonable’ prices. Even the 
government’s index of wholesale prices 
shows that prices of cereals have gone up 
by almost 9 per cent in the last five 
months since the beginning ol June. The 
rise in prices at the retail level has been 
much more pronounced. In other words, 
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the dUlerences between the prices of 
foodgrains under the public distribution 
system and in the open market hav< 
widened markedly in recent months. Thu 
should have been expected to result in a 
rise in the offtake through the public 
distribution system. That this has not hap¬ 
pened should in faa be a matter of serious 
concern to the government instead of 
something to be glossed over. 

The infirmities of the public distribu¬ 
tion system are well known—limited 
coverage, especially of rural areas and the 
smaller towns, inefficiency and corrup¬ 
tion. What is noteworthy is that this time 
there have not even been the ritual claims 
from the government of the system being 
strengthened, of new fair price shops 
being opened, etc, to meet the drought 
situation. Clearly the public distributipn 
set-up has been deliberately sidelined and 
that is one of the reasons why the offtake 
through it has not shown much increase 

The otner possible reason has even 
more sombre implications. The drought, 
it hardly needs to be stated, means not 
only loss of production but also loss of 
incomes for very large numbers of agri¬ 
cultural labourers and farmers. When the 
income of the poor, such as landless 
labourers and small farmers, is curtailed 
the impact is fek inevitably and im¬ 
mediately on their demand for necessities, 
food most of all. The fact that there has 
been no undue pressure on the public 
distribution system for foodgrains no 
doubt bears witness to the large-scale loss 
of incomes of the poor which has been 
nowhere near made good by the govern¬ 
ment’s drought relief oiserations. 

Augmenting market supplies, whether 
through imports or through releases from 
government stocks, and containing the 
ri.se in market prices do not mean that the 
situation created by the drought is being 
effectively tackled. These measures may 
help those whose incomes have not been 
cut into by the drought, but not those who 
have been deprived of employment and 
incomes. For the latter effective drought 
relief can only mean restitution of the lost 
incomes. The relative emphasis in govern¬ 
ment pronouncements on dealing with the 
drought suggests that this fact has been 
generally lost sight of. There have been 
any number of reports from different 
parts of the country about the gross 
inadequacy of employment programmes 
and of insufficient payment and even non¬ 
payment of wages to those employed 
under these programmes. Official confir¬ 
mation of the veracity of these reports has 
come in the form of the admission by the 
Committee of Secretaries on Drought at 
this very last stage of the need for a 
change in the government’s approach to 
drought relief. At a meeting of the com 


mittee on November 3 it was apparently 
decided that in severely drought-affected 
areas like Gujarat and Rigasthan the em¬ 
phasis had to be on providing sustenance 
to the affected people, on ensuring that 
people do not actually starve, whereas 
hitherto the focus had been on so-caile^ 
drought-proofing and building up of 
permanent assets. The government, 
howsoever stupendous its profligacy 
otherwise, becomes primly conscious of 
the importance of cost-effectiveness and 
asset-creation when it is only the lives of 
the poor that are at stake. 

INDIA-SRI LANKA ACCORD 

Unfolding Implications 

AFTER nearly four long weeks of what 
has been termed as one of the bloodiest 
battles in the history of the Indian army, 
the IPKF is nowhere in sight of the end 
of the operation to ‘ensure the cessation 
of hostilities’ and the ‘surrender of arnus’ 
by the militants in Jaffna. There is 
however, no doubt that the massive 
military manoeuvre is well on its way to 
wrecking the LTTE military network and 
organisation. On the other hand, even if 
the LTTE accounts of the IPKF atrocities 
are to be discounted, it would be hard to 
believe that the Indian army could have 
achieved much success against a group 
wcll-cntrcnched among the local popula¬ 
tion without large-scale operations involv¬ 
ing civilians. It is not surprising that the 
peace keeping forces arc widely reported 
to have also succeeded in turning the tide 
of Tamil opinion, which at one time may- 
have viewed the Accord as a possible, even 
though limited, solution. 

However, it is not so much the situation 
in Jaffna as that in the .south whiiih makes 
India’s role in Sri Lanka more complex. 
According to some reports iri the inter¬ 
national press, ITTE’s continued resi¬ 
stance is part of a plan to keep the security 
forces occupied in the north, while the 
Janata Vimukii Peramuna lets loose a 
spate of violence in the south. Whatever 
be the truth of all this, it may well be that 
India will be called upon to enlarge its 
speciFied role in Sri Lanka. Significantly, 
Jayewardene when asked about the possi¬ 
ble deployment of Indian troops in the 
south, merely said “it is not specified in 
the Accord’’. The absence of a categorical 
statement as regards the extent and limit 
of the movement of Indian troops can 
only mean that the issue is still very 
much open. 

Natwar Singh’s statement in parliament 
is also rather curious. He has said that 
declaring a unilateral ceasefire would not 
be possible because it would damage the 
morale of the IPKF. Clearly the morale 
of an army can hardly be the only con- 
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sideration in deciding to put an end to a 
war—not unless a crucial and long-term 
role is being envisaged for it. 

In the circumstances the question of 
setting up a provincial government in the 
north and discussions on the devolution 
procedures are but of academic interest. 
Except of course insofar as the current 
exchange in the Sri Lankan parliament 
over the two bills on the issue gives some 
indication of the opposition to the Accord 
within and outside the government. As we 
go to press comes the news that the Sri 
L^tnka minister for agriculture has 
resigned over differences with the govern¬ 
ment over the bills. He is the second MP 
and the first minister to have taken this 
step. Moreover, the Sri Lanka Freedom 
Party’s opposition to the proposed con¬ 
stitutional amendement which would 
make possible the devolution of authori¬ 
ty is of considerable significance in the 
context of the growing instability in the 
country. Even if the SLFP is not by itself 
capable at this point of toppling the 
government, it is quite possible that the 
people’s protests that it has been organis¬ 
ing will provide a cover, as has been 
alleged, for JVP’s more militant anti- 
government activities. There have also 
been several reports of student protests 
against the Accord and the two bills. In 
other words, the threat to Jayewardene’s 
government is very real. 

It would appear that inevitably India 
has become committed to propping up 
Jayewardene. It is in this context that the 
recent announcement about the proposed 
Indo-Sri I.anka friendship and dcicncc 
treaty must be viewed. Jayewardene has 
indicated his keenness for signing such a 
treaty and apparently a draft is under 
preperation. According to the president 
the trca'.y would be similar to the one that 
India has signed with the USSR and 
Bangladesh. India is reported to be 
cautious in its response and would prefer 
to wait until after the current situation in 
the country has been resolved. Interesting¬ 
ly, Jayewardene has emphasised that “the 
treaty will have nothing to do with what 
is happening in Jaffna”. At the same time 
he has also said that the treaty would em¬ 
body the letter and annexures of the 
Accord. Thus, it would appear that both 
the leaders have been well aware of the real 
nature and implications of the Accord, 
whatever be its public garb. 

STEEL MODERNISATION 

Starving Indian Capital 
Goods Industry 

THE modernisation project of Durgapur 
Steel Plant (DSP) has been approved by 
the union cabinet and tenders for some 


units of plant have been issued. The 
capital cost of the modernisation project 
has been estimated at Rs 1,3 S7 ciore based 
on prices prevailing in the third quarter 
of 1986 and inclusive of an import duty 
of 83 per cent. The foreign exchange com¬ 
ponent is Ks 437 crore, approximately 32 
per cent of total project cost. The foreign 
exchange component covers mainly the 
import of capital equipment for the main 
units of plant. Assuming that Rs 400 crore 
is the cif cost of-imported capital equip- 
inent and that equipment cost comprises 
40 per -cent of total project cost, the 
foreign exchange component of equip¬ 
ment would be around 74 per cent. Local 
ferrous metallurgical machinery units like 
HEC are presently operating at 35 per cent 
of rated capacity. A local ferrous metal¬ 
lurgical machinery manufacturing sector 
has been built up in the country since the 
late sixties when considerable import 
substitution took place. I'his technological 
capability is now being overlooked or by¬ 
passed in favour of’imports. 

DSP was set up on a 1 million tonne 
scale under turn-key arrangements and 
tied aid. ISCON, a consortium of British 


steel plant equipment manufacturers built 
the plant during 1935-62. The technology 
and capital equipment provided was rela¬ 
tively obsolete compared to what was pro¬ 
vided by the Soviet Union or by ^est 
German firms for the 1 million tonne 
plants at Bhilai and Rourkela, respectively, 
constructed during the same period. The 
capital cost was also on the higher side. 
This plant was expanded to 1.6 million 
ingot tonnes per annum (Mtpa) during 
1962-69. Turn-key contracts were entered 
into for the various units of plant with 
British fit ms under tied aid. CEDE, the 
erstwhile design wing of Hindustan Steel, 
provided the engineering consultancy. 

Since the commissioning of the 1.6 
Mtpa stage in 1968-69, the performance 
of DSP has been consistently below the 
rated capacity. The actually achievable 
capacity of some units of plant were 
below the rated capacity and there were 
.serious capital imbalances. The engineer 
ing consuliants, CEDB, based the expan-- 
sion on the same norms of raw materials 
of the million lonne units whereas the 
quality of raw materials had deteriorated 
considerably. Ttie British equipment 
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manufacturers were also responsible. For 
instance, if the blast furnace and steel 
melting shop achieved their capacity there 
would be a serious bottleneck at the 
blooming mill. However, it is the plant 
management’s failure to undertake proper 
and timely maintenance and repair that 
is the main reason for a badly run-down 
plant that exists today. Moreover, the 
management did not incorporate modiH- 
cations, alterations and replacements nor 
did it update the technology and equip¬ 
ment. Thus, technological obsolescence, 
partly due to an originally obsolete plant 
and partly due to failure to incorporate 
improvements in the original installation, 
lack of proper and timely repair, main¬ 
tenance and capital replacements have 
necessitated a massive modernisation pro¬ 
gramme for DSP. 

In 1980, the government entered into an 
agreement with the Overseas Development 
Administration of the UK government 
under which British Steel Corporation 
(Overseas Services) was commissioned to 
prepare a development plan for DSP. The 
Development Plan was submitted in 
November 1980. Based on this plan. 
Metallurgical and Engineering Consul¬ 
tants (MECON) were commissioned to 
prepare an approach note on the moder¬ 
nisation of DSP. In the meantime, a Fact 
Finding Mission from the Japanese Iron 
and Steel Federation was appointed to 
make recommendations for the improve¬ 
ment of DSP along with a modernisation 
plan. The Mission submited its report in 
December 1982. 

It was thus expected that the Japane.se 
or the British would ultimately bag the 
modernisation contract with tied aid from 
their respective governments. High pric¬ 
ed quotations ultimately prompted the 
government to decide to implement the 
project through individual turn-key con¬ 
tracts covering different portions of work, 
of which work pertaining to the main 
units of plant were planned to be executed 
through global tenders. 

Since 1974-75, the world steel industry 
has suffered considerable underutilisation 
of capacity. This has had a deep impact 
on the ferrous metallurgical equipment 
manufacturing industry. Not many orders 
have matured within the ipdustrialised 
countries. Competition is severe for equip¬ 
ment orders that are coming from what¬ 
ever little expansion of the steel industry 
that is taking place in less developed coun¬ 
tries. It is in such an economic environ¬ 
ment that Pohang Steel of South Korea 
had exercised its options and taken 
advantage of extremely competitive bid¬ 
ding through international tendering. 
Favourable financial terms had also been 
obuuned from the respective government 
agencies whose firms had secured the con¬ 
tracts. However, the import content of 


equipment costs were very high. 

The question remains whether DSP will 
be able to derive the advantages that 
accrue through global tenders during a 
period of deep recession. The disadvan¬ 
tage is that the local ferrous metallurgical 
equipment manufacturing sector will be 
deprived of large orders at a time when 
its capacity is underutilised. 

UNESCO 

Money Power 

A Correspondent writes: 

THE unseemly tussle over the post of 
director-general of UNESCO, and its final 
result, once again show how the purse 
strings of the US and the industrialised 
nations prevail over the radical rhetoric of 
third world governments. The US in 1984 
withdrew from the world body and with¬ 
held its 25 per cent contribution protesting 
against the continuation of Amadou 
Mahatar M’Bow as the organisation’s 
director-general. It was followed soon by 
Great Britain. This year, Canada, West 
Germany and Japan threatened to quit 
UNESCO if M’Bow was re-elected. Ini¬ 
tially backed by African and West Asian 
member states of UNESCO, and promi¬ 
sed support by other third world nations, 
M’Bow finally withdrew from the contest 
when the rest of his third world supporters 
developed cold feet. Faced by the threat 
of further financial cuts if the other 
industrialised nations withdrew, these 
member states of the third world felt it 
wise to drop the controversial Senegalese 
director-general and bow to western 
pressures. 

The western objection to M’Bow was 
that he had ‘politicised’ UNESCO. Under 
M’Bow’s stewardship and with the majo¬ 
rity support of the third world members 
states, UNESCO had been working 
towards the New World Information and 
Communication Order (NWICO) with a 
view to end the monopoly of western news 
agencies and other media systems in the 
iiftemational flow of information. The 
NWICO expressed strong disapproval of 
the western tendency to present distorted 
reports of happenings in the third world, 
and of the incursion of multinational- 
backed television programmes into the 
cultural sphere of the developing nations. 
Of particular concern to the latter were 
the new technological potentialities of the 
satellites owned by the big powers. Direct 
reception of television programmes, 
straight from space to private homes 
without the intermediary of ground 
stations, bypassing national control 
systems would permit the satellite owners 
to beam programmes of their own choice 
to other parts of the world—programmes 


which stress certain types of information 
and ignore others, according to the tastes 
and priorities of the western governments 
who own the satellites, lb preclude any 
such possibility, the UNESCO adopted on 
November 15, 1972 a declaration laying 
down ‘Guiding Principles on the Use of 
Satellite Broadcasting for the Free Flow 
of Information, the Spread of Education 
and Greater Cultural Exchange*. Article 
VII (2) of the Declaration stipulates: 
“Cultural programmes, while promoting 
the enrichment of ah cultures, should 
respect the distinctive character, the value 
and the dignity of each, and the right of 
all countries and peoples to preserve their 
cultures as part of the common heritage 
of mankind.’’ Article IX (1) lays down: 
“... it is necessary that states, taking into 
account the principle of freedom of 
information, reach or promote prior 
agreements concerning direct satellite 
broadcasting to the population of coun¬ 
tries other than the country of origin of 
the transmission!’ It is significant that the 
US which dominates the new technological 
developments like satellites, and is the 
biggest TV programme exporter in the 
world, voted against the declaration which 
was adopted by a vote of 55 (mainly 
third world countries) to seven, with 22 
abstentions. 

Since then the US and the western 
member states had been getting increas¬ 
ingly cornered in the UNESCO as the 
third world states (who are in the majo¬ 
rity) backed by the Soviet bloc were suc¬ 
ceeding in pushing through their demands 
on the world communication issues. The 
US retaliated by resorting to the only 
power it had—money power; it withdrew 
its financial contribution. It must be 
added however that all the third world 
member states were not playing a revolu¬ 
tionary role in opposing western mono¬ 
poly over news flow. Under the cover of 
fighting western control over international 
flow of communication, most of the third 
world governments wanted their own state 
control over the media in their respective 
countries so that news of poverty, repres- 
.sion and rebellion did not go out. But 
their proposals indeed threatened to some 
extent the monopoly of the West, besides 
offending the ego of the erstwhile colonial 
rulers. 

That the West means business is evident 
from its reactions to the replacement of 
M’Bow by Federico Mayor of Spain, who 
has been chosen the next director-general 
of UNESCO. Both Washington and 
London have indicated that unless they 
and the other major contributors to the 
UNESCO budget—who account for a 
substantial portion of the budget—are 
allowed to have a greater say in its deci¬ 
sion making process, they would not 
return. 
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EDIBLE OILS 

Needed a New Marketing 
Strategy 

In view of the widely anticipated setback 
in oilseeds production this season because 
of the devastating impact of drought on 
kharif production, supply management is 
likely to pose a really formidable challenge. 
Despite some improvement in rabi crop 
prospects in the wake of beneficial rains 
ill October in most of the oilseeds produc¬ 
ing states there is tittle chance of the short¬ 
fall in kharif output being made good 
through increased rabi production. On 
current reckoning, the gap between in¬ 
digenous supply and demand in respect 
of edible oils is being varyingly estimated 
between 20 lakh and 26 lakh tonnes. In 
the absence of any really reliable crop in¬ 
telligence system and with demand pro¬ 
jections based on questionable assump¬ 
tions, e.stimates about the demand-supply 
gap are in the nature of guesstimates 
reflecting diverse interests. Be that as it 
may, there is no getting away from the 
harsh fact that the third year of the 
Seventh Plan will witness the biggest ever 
gap in indigenous supply and demand. 
Self-sufficiency in edible oils by the end 
of the current plan period remains a dis¬ 
tant dream, reassuring official pro¬ 
nouncements notwithstanding. 

Even on a most optimistic reckoning of 
rabi crop prospects, the total oilseeds pro¬ 
duction will be considerably less than in 
1986-87 and the shortfall could well turn 
out to be around 4-S lakh tonnes in terms 
of oil. Imports of edible oils last season 
are placed at 16-17 lakh tonnes. For the 
current season, the government has fina¬ 
lised its plan to import 17 lakh tonnes of 
oil and another S lakh tonnes of oilseeds 
but only on aid basis. All this points to 
a further deterioration in the supply posi¬ 
tion. It is this prospect of continuing acute 
shortage in an overall inflationary en¬ 
vironment which is largely responsible for 
the substantially higher level of vegetable 
oil prices currently prevailing in the 
market. Compared with the prices which 
obtained at this time a year ago 
(November 7, 1986), groundnut oil is 
costlier by about 40 per cent, cottonseed 
oil by 35 per cent, reHned soyabean oil by 
38 per cent, refined rape/mustardseed oil 
hy 38 per cent, sesame oil by 22.5 per cent, 
rice bran oil by 49 per cent, mahuva oil 
by 35 per cent, linseed oil by 50 per cent 
and castor oil by 78 per cent. The higher 
level of prices appears all the more dis¬ 
quieting when viewed in the context of 
massive supply of imported oils to the 
vanaspati industry as also under the 


public distribution system. Since the 
beginning of September, 85 per cent of the 
vanaspati industry’s total oil requirements 
are being met by imported oil and two 
lakh tonnes of oil a month are being 
allocated under the PDS. Never before has 
the monthly allocation of imported oils 
been so large as during Sepfember- 
November. 

Deeply concerned over the high level of 
edible oil prices, the union government has 
announced its decision to release 50,000 
tonnes of imported oils to be sold in the 
open market through auction. This will be 
in addition to two lakh tonnes already al¬ 
located for the public distribution system 
for November, llie modalities of this open 
market operation are being worked out 
and are likely to be announced st^ortly. 
Reports are that while refined oil will be 
sold to the wholesale trade, crude oil will 
be routed through the refining units. 

The government’s decision to experi¬ 
ment with the distribution of import^ oil 
through private trade channels is based on 
the expectation that an increase in the free 
market supply will produce a much greater 
impact on prices than if the same quantity 
were to be routed via the vanaspati in¬ 
dustry or through the PDS. Ad hoc 
releases, however, can at best have only a 
temporary effect on the market. In order 
to produce an enduring impact, such 
releases will have to be made an integrated 
part of the strategy for the distribution of 
imported oils. That apart, suitable norms 
will need to be evolved for ensuring pro¬ 
per distribution of the imported oil 
among refiners and the wholesale trade 
located in different regions as also for en¬ 
forcing requisite discipline on the buyers 
to check hoarding and profiteering. 

The success of supply management 
which has assumed crucial significance 
this season will depend on the quantum 
of imports df edible oils/oilseeds and the 
government’s policy in regard to the pri¬ 
cing and allocation of imported oils/ 
oilseeds. In order to ensure most efficient 
use of foreign exchange expenditure on 
edible oil imports and properly subserve 
the interests of consumers it is very 
necessary to evolve an appropriate strategy 
for the disposal of imported oils/oilseeds. 
The ousting strategy under which all the 
imported oil is offered at highly conces¬ 
sional prices to the vanaspati industry as 
also for public distribution system suffers 
from many serious deficiencies. 

The policy which seeks to influence edi¬ 
ble oil prices by subsidising the cost of 
production of vanaspati ignores the' all- 
too-elementary fact that vanaspati is 
nothing but rehned, hydrogenated oil and 
that since it constitutes hardly one-fourth 
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ot the total edible oil/fat supply it can¬ 
not have any signifivant bearing on liquid 
oil prices. Flirther, vanaspati is consumed 
largely by the relatively better off people. 
While 75 per cent of the country’s popula¬ 
tion is rural, hardly one-third of the total 
household consumption is accounted for 
by rural households. Nearly 40 per cent 
of the vanaspati production goes to in- 
dustrial/commcrcial consumers where the 
price factor is of no consequence. There 
is indeed no sound reason why vanaspati 
manufacturers should be accorded any 
special treatment in regard to allocation 
of imported oil at concessional prices. 

Since an efficient public distribution 
system covering a very large percentage of 
the population, especially the weaker sec¬ 
tions of society, is about the ideal way of 
protecting consumer interests, one cannot 
find much fault with the substantial ir\- 
crease in the supply of imported oils under 
the PDS. Unfortunately, the PDS, as it ex¬ 
ists today, has a strong urban bias with 
the result that the benefit of unusually low 
issue prices goes largely to the relatively 
better off consumers. This is not all. Nearly 
72 per cent of the oil goes to six states— 
Maharashtra, Gujarat, West Bengal 
Andhra Pradesh, 'Tamil Nadu and Karna¬ 
taka—accounting for about 42 per cent 
of the country's total population. All the 
Hve states otherlhan West Bengal, are ma¬ 
jor producers of oilseeds. Reports that 
substantial quantities of imported oil sup¬ 
plied under the PDS at unduly cheap 
prices find their way to the open market 
in search of quick profit cannot be dis¬ 
missed as wild gossip. All this underlines 
the imperative need to streamline and 
strengthen the PDS and effect a substan¬ 
tial hike in the issue price to minimise the 
risk of diversion of supplies to the open 
market. 

With the massive supply of imported 
oil at its full command, it should be possi¬ 
ble for the government to make a signifi¬ 
cant impact on prices if it makes appro¬ 
priate changes in its marketing strategy. 
A few suggestions in this regard may not 
be out of place here. After earmarking the 
quantum required for the public distribu¬ 
tion system, the balance quantity should 
be imported in crude form only and it 
should be made available to the vanaspati 
industry as well as to the refining units 
without any discrimination at market 
prices allowing the price differential bet¬ 
ween refined oil and vanaspati to be deter¬ 
mined entirely by consumer preferences. 
Restrictions on the use of indigenous oils 
by the vanaspati industry must be remov¬ 
ed and control over vanaspati prices must 
also be lifted. Allow vanaspati to compete 
with refined oils on equal terms. Con- 
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sumers stand to benefit a great deal if im¬ 
ported oil supplied to the vanaspati in¬ 
dustry is sold only as refined oil which 
would be much cheaper because of the 
saving in the additional cost of hydroge¬ 
nation. Sale of imported oil at the prevail¬ 
ing market prices will yield the govern¬ 
ment huge profit which could be utilised 
for funding oilseed development projects 
in a big way. 

It is pertinent to ask why the govern¬ 
ment should keep importing edible oils on 
a massive scale when the domestic 
crushing/processing industry is nursing 
huge idle capacity due to acute shortage 
of raw material. All major net importers 
of oils and fats the world over effect their 
purchases in the form of seeds. The case 
for importing oilseeds in lieu of at least 
a part of the edible oil imports is unex¬ 
ceptionable. Reports from New Delhi ap¬ 
pearing in ail the major national dailies 
during September gave the unmistakable 
impression that the government had 
responded favourably to representations 
made by the various organisations 
pleading for the import of oilseeds to 
alleviate the hardship the crushing/pro¬ 
cessing industry was bound to face this 
season following the setback in oilseeds 
production. On September 25, the union 
minister of state for agriculture told 
newsmen in Delhi that the Krishi Bhavan 
had cleared the porposal for the import 
of two lakh tonnes of soyabean and eight 
lakh tonnes of rape/mustardseed. This 
virtually set at rest uncertainties about of¬ 
ficial thinking in regard to import of 
oilseeds. The union government’s latest 
decision that it would allow import of 5 
lakh tonnes of oilseeds only on aid basis 
comes as an anti-climax. Little wonder, 
ofCcial statements do not now command 
much credibility. 

BANGLADESH DRUG POLICY 

Meaning Business 

A Correspondent writes: 

EVEN as the Indian drug authorities 
grope to please the drug industry by 
making absurd price concessions to 
manufacturers, the Bangladesh govern¬ 
ment has been getting tougher in its imple¬ 
mentation of its radical drug policy of 
1982. Unnecessary capsulation of drugs 
like vitamins and iron—which increases 
the cost of the product by at least 12-15 
per cent—has been banned. The Bangla¬ 
desh government has also come down 
heavily on unscientific indications 
manufacturers claim for their products. 
H>r instance the production of ’Pancreatin' 
wrongly suggested as a digestive and 
widely misused thereby has been heavily 
controlled. 


Ever since the 1982 ordinance, quite a 
few manufacturers have been registering 
drugs which they have never intended to 
make. The registration gives them the 
facility to import costly raw materials like 
tetracycline, gentamycin, etc, which 
thereafter can be smuggled across to 
waiting Indian hands. Today tetracycline, 
chloramphenicol, gentamycin and other 
bulk drugs can be bought in the black 
in India. Gentamycin—Indian price 
Rs 35,000 per kg, international price 
Rs 8,000 per kg—is available in the Indian 
black market at Rs 27,000 per kg. From 
now on only strict users with a produc¬ 
tion record to show can import drugs in 
Bangladesh. 

Even as some licences have been 
suspended because of stricter quality con¬ 
trol, the government has been insisting, 
especially for vitamins and high priority 
formulations, that similar products should 
have a uniform price. Another feature 
now is the introduction of branded 
generics in vitamins and iron formula¬ 
tions. 1b discourage pharmaceutical 
adventurism, the government has increased 
the various service fees—for instance, the 
recipe evaluation fee, test fee, inclusion 
fee and product renewal fee—by 200 to 
900 per cent. 

The Bangladesh Aushad Shilpa Samity 
(BASS), the Bangladesh equivalent of 
OPPI—IDMA, had been crying itself 
hoarse in advertisements in newspapers 
with an appeal to “save the pharma¬ 
ceutical industries from destruction”. This 
is the same industry lobby which had tried 
to curry favour with Ershad in November 
1986 by declaring the 1982 Drug Ordi¬ 
nance as a historic achievement and 
quoting statistics to show how it had 
increased production and availability of 
essential drugs. 

The BASS advertisement, among other 
things, declares, “It is largely believed that 
the chief executive of a pharmaceutical 
trust company is the main architect 
behind these machinations for destroying 
the pharmaceutical industries" impli¬ 
cating thereby their bete noire 2^frullah 
Chowdhury, one of the chief brains 
behind the 1982 ordinance. The other 
main force behind the 1982 ordinance, 
Nurul Islam, has however, defected, partly 
because he has his own drug company and 
partly because of the pressure of the BASS 
lobby. Islam continues to remain chair¬ 
man of the National Formulary Commit¬ 
tee and member of the Drug Advisory 
Board while the newly-reconstituted Drug 
Control Committee, the one which calls 
the shots, has Ershad as chairman. The 
Drug Ordinance (1982), like Ershad’s 
language policy, continues to remain one 
of the truly commendable achievements 
of an otherwise decadent regime. 


TWENTY YEARS AGO 

EPiV, November 18, 1%7 

Professor Gadgii has said officially what 
had been widely suspected for long: that the 
Fourth Plan was still-born. The Planning 
Commission is engaged in drawing up the 
annual plan for 1968-69, after which the 
Fourth Plan might get started ftom April 
1969. This pronouncement is welcome if it 
marks the banning of the end of hypocrisy 
in Yojana Bhavan... ft is not for the 
Planning Commission to decide how ixntre- 
state relations should be conducted but it 
is surely within its power and expertise to 
move beyond fixed targets, growth equa- 
tioiLs and mechanical coefficients to provide 
that base for policy formulation in key 
sectors which has been missing so far, to 
insulate the process of development against 
the cnanging moods of nature and foreign 
donors, to evaluate projects before and after 
their inclusion in the Plan and to spell out 
the measures which are required for fulfil¬ 
ment of targets... If this is what Gadgii 
has on his agenda and if this is what the 
government will back him up on, the 
postponement of the Fourth Plan is 
worthwhile. 

* * * 

The temporary flutter on the stock ex¬ 
change caused by the Reserve Bank’s letter 
of November 9 setting out guidelines as 
recommended by a bankers’ working group 
on unsecured advances, for advances 
against shares, reflects the jittery state of 
the market, just as the Bank’s .so-called 
clarification issues two days later indicates 
Its readiness to soothe the nerves of 
investors and market operators. .. Does the 
Reserve Bank itself have any guideline for 
regulation of large advances against shares? 
Is it serious this time (for similar advice has 
been given in the past) about enforcing a 
repayment schedule for such advances? And 
how will it safeguard its guideline against 
continuous rotation of operators from one 
bank to another to overcome the restraints? 

* * * 

So identified is IBM with computers that 
a substantial computer deal involving not 
it but another company attracts attention 
for that reason alone. But the agreement 
with Honeywell for supply of ten computers 
to the government is interesting for other 
reasons as well... Government has been 
keen to have another firm of computer 
manufacturers to provide some competition 
to IBM. Some years ago an attempt was 
made to bring in Control Data Corporation 
of the United States, but nothing came of 
it. By buying the ten computers and thus 
giving Honeywell a foothold in the Indian 
market, is the government hoping to per¬ 
suade Honeywell to start manufacturing 
computers here? 
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COMPANIES 


INDIAN HOTELS 

Tourism Boom 

INDIAN HOTELS COMPANY’S Chair¬ 
man, J R D Uta, has pleaded that the 
hotel industry should ^ recognised by 
government as an export industry and ex¬ 
tended similar incentives and support as 
industries that manufacture and export 
goods enjoy. This, according to him, 
would enable the hotel industry to create 
facilities required to accommodate the ex¬ 
pected additional inflow of foreign 
tourists in India. Last year saw an impor¬ 
tant breakthrough in the inflow of foreign 
visitors to India which at 10,80,000 exceed¬ 
ed one million mark for the first time with 
a corresponding record in foreign ex¬ 
change earnings. The government’s cur¬ 
rent estimate of the inflow of tourists by 
the end of the Seventh Plan in 1990 is 2.5 
million. Thta estimates that about 45,000 
rooms and allied hotel facilities needed to 
accommodate the additional 1.42 million 
visitors in a mixture of three, four and five 
star hotels will require an investment of 

Hie Week’s Companies 


about Rs 4,500 croie which will have to 
be sustained thereafter by continuing an¬ 
nual programmes of modernisation and 
renovation of old facilities. The hotel in¬ 
dustry cannot be expected to raise such 
a substantial amount without some sup¬ 
port and encouragement from the govern¬ 
ment at the centre and in the states. He 
has suggested that Section 80HHC of the 
Income Ihx Act of 1961 which allows 
companies engaged in the business of ex¬ 
ports of godtls or merchandise to deduct, 
for tax purposes from their income, 4 per 
cent of their export realisation and, in ad¬ 
dition, 50 per cent of the profits, if any, 
made on export earnings in excess of the 
above 4 per cent deduction would be the 
obvious instrument for the hotel industry. 
Ihta hopes that the 20 per cent rebate on 
interest on loans from financial institu¬ 
tions to five star and other approved 
hotels, where foreign exchange earnings 
exceed 50 per cent and 25 per cent respec¬ 
tively of their hotel earnings, will be ex¬ 
tended not only to new hotels but also to 
existing hotels which have outstanding 


loans from financial institutions. 

Meanwhile, Indian Hotels has perform¬ 
ed very well during 1986-87. Its turnover, 
profits as well as margines have improved 
and shareholders have been rewarded with 
a 5 per cent rise in dividend at 30 per cent. 
Gross profit has climbed to Rs 13.38 crore 
from Rs 9.15 crore following increa.se in 
turnover from Rs 76.33 crore to Rs 91.92 
crore. Net profit is Rs 6.38 crore (Rs 4.11 
crore). The enhanced distribution is 
covered 2.70 times by earnings as against 
2.23 times previously. Work on the renova¬ 
tion of the Ikj Mahal Hotel at Bombay 
is progre$.sing satisfactorily and the 
renovation of the Connemara Hotel at 
Madras, West End Hotel at Bangalore and 
Savoy Hotel at Udagamandalam has com¬ 
menced. Work on the construction of the 
new hotel in Calcutta, to be called ‘Taj 
Bengal’, is progre.ssing expeditiously sineef 
the beginning of the current year after the 
Supreme Court dismissed the appeal filed 
against the government of West Bengal 
and others including the company chal¬ 
lenging the lease of land to the company. 
The hotel is expected to be partially com¬ 
missioned in mid-1988. The company 
commissioned during 1986-87 Jai Mahal 
Palace Hotel at Jaipur with 103 rooms. It 
has added 13 cottages comprising of 30 
rooms to the Ikj Holiday Village at Goa 
which were commissioned in December 
1986. Hotel Chandela at Khajuraho was 
taken over by the company on licence 
basis in December 1986, thereby increas¬ 
ing the number of units in the Tkj Group 
of hotels to 21. The work on the construc¬ 
tion of a hotql at the Wellington Mews site 
at Bombay has commenced. 

INDIA CEMENTS 

Keener Competition 

INDIA CEMENTS has suffered a setback 
in its working during 1986-87 with drop 
in profit margins despite higher produc¬ 
tion. Dividend has been slashed from 22 
per cent to 12 per cent. Production of 
clinker was higher by 21,0(X) tonnes as 
compared to the previous year and cement 
by 6,000 tonnes, although the company 
had uken up major maintenance of 3 of 
the kilns involving a loss of about 80 kilns 
days production equivalent to about 
48,000 tonnes of clinker. While overall 
sales were lower by 15,000 tonnes, sale of 
non-levy cement in the open market was 
higher 17,0(X) tonnes. With the increas¬ 
ed availability of non-levy cement in Ikmil 
Nadu and Kerala, the company’s principal 
markets, owing to the commissioning of 
new cement plants in AP and reduction 
of levy quota from December 1986, there 


(Rs Lakh) 



Indian Hotels 

India Cements 

Metal Box 


Latest Year 
Jl-3-87 

Last Year 
31-3-86 

Latest Year 
31-3-87 

Last Year 
31-3-86 

Latest Year 
31-3-87 

l.ast Year 
31-3-86 

Paid-up Capital 

785 

785 

490 

490 

1548 

1304 

Reserves 

3273 

2870 

4783 

4778 

4190* 

1325 

Borrowings 

3278 

3801 

2444 

1969 

4370 

3931 

of which Tfcrm Borrowings 

2677 

2740 

1581 

1000 

1143 

689 

Gross fuied assets 

8973 

7169 

9823 

9326 

8772 

4400 

Net fixed assets 

6756 

5372 

6089 

6112 

5192 

2240 

Investments 

553 

621 

49 

38 

13 

15 

Current liabilities 

2535 

2375 

2239 

2581 

3256 

2807 

Current assets 

4642 

3919 

3807 

3667 

6238 

5753 

Stocks 

250 

250 

2370 

2407 

3122 

2796 

Book debts 

722 

397 

426 

339 

2176 

2078 

Net sales 

9192 

7633 

10757 

10881 

11168 

13062 

Other income 

113 

213 

101 

235 

437 

136 

Raw material costs 

1603 

1397 

1574 . 

1671 

6854 

8124 

Wages 

1578 

1441 

1219 

1164 

2849 

2430 

Interest 

728 

596 

397 

255 

822 

7)5 

Gross profit C+j/loss (-) 

1338 

915 

609 

1074 

-559 

349 

Depreciation provision 

425 

344 

435 

395 

23 

208 

Tkx Provision 

273 

160 

3 

45 

— 

— 

Net profit (-t-J/lossf-) 

638 

411 

171 

634 

-582 

141 

Investment allowance reserve 

— 

25 

77 

186 

— 

— 

Thinsfer to reserves 

402 

202 

35 

339 

— 

— 

Dividend 

Amount P 







E 

236 

184 

59 

109 

— 

— 

Rate (per cent) P 

— 

— 

— 

— 

— 

— 

E 

30 

25 

12 

22 

— 

— 

Cover (times) 

1.70 

2.23 

2.90 

5.81 

— 


Ratios (per cent) 

Gross profit/saies 

t 

14.33 

11.98 

5.66 

9.87 

_ 

2.67 

Net profit/eapital employed 

15.72 

11.24 

7.03 

28.29 

— 

S.36 

Inventories/sales 

2.72 

3.27 

22.03 

22.12 

27.94 

21.40 

Wages/sales 

17.16 

18.88 

11.33 

10.69 

25.51 

18.60 


* Includes Rs 35.22 crore capital reserve on revaluation of fixed assets 
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was a substantial fail in the average sales 
realisation during the second half of the 
year. Production and sales of castings of 
the foundry division increased by about 
30 per cent from 1,821 tonnes to 2,363 
tonnes. 

The company’s gross profit amounted 
to Rs 6.09 crore against Rs 10.74 crore in 
the previous year although sales were only 
marginally lower at Rs 107.57 crore against 
Rs 108.81 crore. Net profit was Rs 1.71 
crore (Rs 6.34 crore). The reduced divi¬ 
dend was covered 2.90 times by earnings 
as against S.81 times previously. The im¬ 
plementation of the modernisation pro¬ 
gramme at Sankarnagar works at a total 
cost of Rs 90.47 crore commenced during 
the year. Blue Circle Industries of the UK 
has been appointed as the expert consul¬ 
tant and Larsen and Toubro as the Indian 
consultant. The project is scheduled to be 
completed and commissioned by the end 
of 1989. 

METAL BOX 

Decline of Metal 
Packaging 

METAL BOX INDIA has shown disap¬ 
pointing working results for 1986-87 with 
a net loss of Rs 5.82 crore against a net 
profit of Rs 1.41 crore in the previous year 
following decline in sales from Rs 130.62 
crore to Rs 111.68 crore. The years’s loss, 
however,- includes compensation payments 
of about Rs 3 crore under a voluntary 
separation scheme. This is expected to 
result in future savings in employment 
costs. As a result of this .scheme, together 
with normal retirements, overall employee 
strength has been brought down by about 
525. The company’s land and buildings 
were revalued on March 31,1987, resulting 
in an increase in their value, net of 
depreciation, of Rs 29.71 crore. This 
amount has been added to capital reserve, 
which now stands at Rs 35.22 crore. After 
taking into account the loss of Rs 13.59 
crore brought forward from the preceding 
year, a loss of Rs 19.22 crore has been 
carried forward. 

Commenting on the conditions faced 
by the metal packaging industry, Bhaskar 
Mitter, chairman, says an adverse environ¬ 
ment, consisting of grave uncertainties in 
respect of raw material availability, pro¬ 
gressive increases in raw material prices 
and unfavourable changes in the import 
duty structure, has severely eroded the 
viability of this industry. There has been 
a set back in the company's process of 
recovery which was beginning to be seen 
last year. The decline in sales in metal 
packaging was mainly due to market 
shrinkage as a result of shifts to other 
forms of packaging in certain segments 
such as powdered milk, baby cereals, ghee, 
vanaspati, edible oils and dry battery cells, 
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a declipe in imports of packagea tea and 
coffee by the Soviet Union and market 
share erosion, which was partly overcome 
by selective price rationalisation. Tinplate 
prices, both in the international as a«ll as 


IN THE CAPITAL MARKET 

Hindustan Foods 

HINDUSTAN FOODS is entering the 
capital market with a public issue of 
3,00,0(X) equity shares of Rs 10 each for 
cash at par aggregating Rs 30 lakh and 
1,80,000 14 per cent secured convertible 
debentures of Rs ISO each for cash at par 
aggregating Rs 270 lakh on a simul¬ 
taneous basis. Under the scheme, an ap¬ 
plicant can either apply for equity shan» 
or convertible debentures or toth simul¬ 
taneously. An applicant for equity shares 
has the option to have the excess applica¬ 
tion money paid by him towards equity 
shares treated as application money 
towards convertible debentures provided 
the excess amount is Rs 1,500 or mote. 

Out of the total issue, 55,000 equity 
shares of Rs 10 each and 9,000 converti¬ 
ble debentures of Rs 150 each have been 
reserved for preferential allotment to 
employees/wprkers of the company and 
72,000 convertible debentures of Rs ISO 
each aggregating Rs 108 lakh have been 
reserved for preferential allotment to 
non-resident Indians with full repatria¬ 
tion rights. The remaining 2,45,000 equi¬ 
ty shares of Rs 10 each aggregating 
Rs 24.50 lakh and 99,000 convertible 
debentures of Rs 150 each aggregating 
Rs 148.50 lakh are being offered to the 
Indian public. The unsubscribed portion, 
if any. of the reserved quota for employees 
and non-resident Indians will be added 
to the offer made to the Indian public. 

The convertible debentures of Rs 150 
each consist of two parts, a non-converti¬ 
ble part of Rs 100 and a convertible part 
of Rs 50. At the end of three months 
from the date of allotment, the conver¬ 
tible part of Rs 50 per debenture will be 
automatically converted into 5 equity 
shares of Rs 10 each at par. The non- 
convertible portion of Rs 100 per deben¬ 
ture will be redeemed in full at par on 
the expiry of 7 years from the date of 
allotment. 

Hindustan Foods has been promoted 
by Marmagoa Shipping and Stevedoring 
Company Private Limited with an equi¬ 
ty participation of 20 per cent..Glindia, 
formerly Glaxo laboratories (India), and 
its subsidiaries are supporting this ven¬ 
ture by participating in the equity capital 
of the company to the extent of 20 per 
cent, and by providing technical know¬ 
how and marketing support. The com¬ 
pany is setting up a food processing unit 
at a total outlay of Rs 490 lakh at village 
Usgao, Ponda, Goa, a centrally notified 
backward area, for the manufacture of 


local markets, have been steadily going up. 
The cost of indigenous tinplate is expected 
to go up further and the current year is 
also likely to see a steep raw material cost 
escalation, 
r* 


5000 MT per aimum of nutritional 
foods, cereal foods and products based 
on soyabean. The project is in the ad¬ 
vanced stage of completion. The trial 
runs are scheduled to start in January 
1988 and the commercial production 
March/April J988. The know-how for 
product development and its improve¬ 
ment Is being obtained from Glindia. 

A marketing agreement is being 
entered into between Glindia and the 
company, whereby Glindia will buy pro¬ 
ducts manufactured by the company to 
the extent of not less than 60 per cent of 
the company’s capacity, thus ensuring an 
assured market for its products. The 
company will sell its products to Glindia 
and Glindia will in turn sell these items 
under its own brand name. 

The subscription list will open on 
November 25, 1987. 


Food Specialities 

FOOD SPECIALITIES has planned a 
major expansion programme involving a 
capital investment of Rs 80 crore. To meet 
a part of the capital expenditure, the 
company has decided to issue to its 
shareholders 12 per cent partially conver¬ 
tible debentures of Rs 160 each on a 
rights basis in the ratio of four deben¬ 
tures of Rs 160 each for 23 equity shares 
of Rs 10 held. Out of the face value of 
Rs 160 per debenture, Rs 60 will be con¬ 
verted into one equity share of Rs 10 each 
at a premium of Rs 50 per share. The 
balance of Rs 100 per debenture will 
fetch interest at 12 per cent per annum. 

With its two plants, one at Moga (Pun¬ 
jab) and the other at Choladi (liimil 
Nadu), Food Specialities has emerged as 
a major food-processing company, pro¬ 
ducing and selling a wide range of food 
products such as milk powder, infant 
foods, weaning foods, instant soluable 
coffe^ coffee chickory blends, vegetable 
protein, cubes, chicken cubes, cereal 
foods; instant noodles. Besides expan¬ 
ding .the milk processing facility at its 
Moga plant, the company wilt set up a 
new instant coffee factory at Nanjangood 
in Karnataka. The expansion programme 
will be completed 1^ the end of 1989. 

The company's turnover rose to Rs 155 
crore from Rs 20.64 crore in the ten year 
period and net profit rose from Rs 36.35 
lakh in 1976 to Rs 10.42 crore in 1986. 
Dividend to shareholders rose from 15 
per cent in 1976 to 35 per cent in 1981 
and 45 per cent in 1983. 
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POLITICAL COMMENTARY 


Opposition Realignments 

Nlshtar 

Efforts to knock together an all-in opposition united front are 
unlikely to succeed in the context of sharpening ideological and 
class differences. A more realistic prospect is of coalitions of 
parties bidding for power on the basis of agreed minimum 
programmes. 


WHILE all opposition parties revelled for 
a brief while in the demand for the 
resignation of Rajiv Gandhi and a mid¬ 
term poll, the search for a credible alter¬ 
native to the CongTess(I) does not seem 
to be making much headway. The at¬ 
tempts to forge unity among all opposi¬ 
tion parties around the small group of 
politicians expelled from the ruling party 
led by V P Singh were bond to turn out 
to be rather quixotic They could become 
meaningful only if they could have 
brought a split in the ruling party. This 
was never on the cards and the opposition 
leaders who had entertained any such idea 
had soon to reconcile themselves to the 
political reality that the Congress(I) would 
remain intact at least till the next elections 
to the Lok Sabha due in 1989-90. The two 
communist parties on the one side and the 
BJP on the other are now trying to 
strengthen their claim to leadership of the 
opposition rather than form an all-in 
opposition front. Only what may be 
charaaerised as centrist parties in the 
opposition and the group of expelled 
Congress(l) leaders seem to be desperate 
for some kind of opposition electoral 
unity as the easy way to win power. 

The alignment of political forces in the 
prevailing conditions is bound to very dif¬ 
ferent from what was achieved under the 
leadership of Jaya Prakash Narayan for 
the 1977 elections. The response of the 
people as well as political parties to 
political-ideological contention has pro¬ 
bably become keener since then and it 
cannot be side-tracked by raising issues 
such as that of corruption in high places. 
Efforts to knock together an all-in opposi¬ 
tion united front are like^ to be in vain 
in the midst of sharpening ideological and 
class divisions which reflect real conflicts 
of interests in a developing economy and 
society. Instead, coalitions of parties 
would need to bid for power on the basis 
of agreed minimum programmes. 

Meanwhile; the preparations by the left 
parties led by the CPI(M) to launch cam¬ 
paigns on mass issues seem to be getting 
vitiated by ambivalence. The national 
campaign on ‘urgent national issues’ 
such as remunerative prices- for farmers. 


workers’ participation in management, 
corruption and flood and drought relief 
is to be organised by the left parties' mass 
organisations and trade unions. However, 
left trade unions already have a joint front 
of trade unions, including the BJP-led 
trade unibn centre but excluding the 
INTUC. Any attempt to oust the BJP 
trade unions from the joint front is likely 
to weaken this campaign and leave the left 
parties open to the charge of disrupting 
it. Similarly, the national convention 
against communalism and terrorism from 
which the BJP was excluded has cast a 
shadow over the joint efforts to run an 
effective campaign against terrorism in 
Punjab. The communist parties as well as 
the BJP have also publicly called for set¬ 
ting up all-party committees for flood and 
drought relief. There was recently in the 
capital an all-party meeting of women’s 
organisations against ‘sati’. The leftist 
women’s organisations took the stand that 
they would not allow women’s organisa¬ 
tions owing loyalty to the BJP to join the 
rally even though they had proclaimed 
their total opposition to ‘sati’. If the BJP 
factor tends to be so difficult for the 
communists to handle in mass com- 
paigns, their position is going to be no 
less difficult in establishing and maintain¬ 
ing relations with what they call non¬ 
communist “secular, democratic parties 


and individuals’’. 

An explanation foi the ambivalent at¬ 
titude of the communist parties may be 
that after they were pushed by gathering 
mass sentiment against the prime minister 
and his government and the prospects of 
an imminent disintegration of the Con- 
gress(l) to demand the resignation of the 
prime minister and a mid-term poll, they 
have been stricken by self-doubt and 
internal differences. The BJP factor has 
been found useful to get out of an 
awkward political position. The question 
bang asked in some quarters is whether 
this may become the starting point for the 
communists to distance themselves from 
V P Singh and his small group of expelled 
Congressmen as well. Will they also then 
explore areas of contact with the Con- 
gress(l) which, besides its progressive 
foreign policy which they have always 
admired, is also believed to be turning 
towards a left-of-centre position in inter¬ 
nal policies? 

The communist leaders, it is interesting 
in this context, have been making a special 
point of their stand that the Congress 
party is not a communal party; it only 
makes compromises with communalism 
to secure .electoral gains. The talk of the 
so-called ‘silent majority’ of secular Con¬ 
gressmen who are expected by the com¬ 
munist leaders to join hands with them 
to fight against communalism is likely 
to blunt their campaign against com¬ 
munalism as well as dilute their search for 
an alternative to rule by the Congress 
which must be squarely held to be the 
party principally responsible for main¬ 
taining and accentuating the communal 
divide. The idea that the ruling Con- 
gress(I) or any segment within it can be 
relied upon to fight communalism and its 
political manifestations is indeed fanciful. 
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STATISTICS 


Index Numbers of Wholesale Prices 

(1970-71 = 100) 

All Commodities 
Primary Articles 
Food Articles 
Non-food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 

Cost of Living Index 


Variation (per cent) 


Weights 


Latest Over 

Week Last 

(24-10-87) Month 


For Industrial Workers 

For Urban Non-Manual Hmployces 

For Agricultural Labourers 


Latest Over 
Month Last 
Month 


1960 = 100 745» 

60 « 100 670* 

July 60 to 621* 

June 61 = 1(X) 


Over 



March 

In 

In 

28, 1987 

86-87* + 

85-86** 

8.2 

■ 4.8 

3.8 

12.1 

5.7 

2.1 

9.4 

7.2 

7,9 

23.3 

6.7 

-10.3 

1.3 

6.7 

11.9 

7.0 

4.7 

7.2 


Wriation (per cent) 


Money and Banking Latest Over Over Over 

Unit Week Last Last March In In In In 

(23-10-87) Month Year 27. 1987 86-87*+ 85-86** 84-85 83-84 

Money Supply (M.) Rs crore 1,51,372 2,487 22,628 10,767 21.627 14,423 16,058 13,031 

(1.7) (17.6) (7.7) (18.3) (13.9) (18.7) (17.9) 

Net Bank Credit to Government Sector Rs crore 79,935 1,111 13,026 8,637 12,822 6,555 8,445 5,757 

Bank Credit to Commercial Sector Rs crore 97,112 1,705 11,345 3,966 10,576 10,963 10,809 8,830 

Net Foreign Exch Assets of Banking Sector Rs crore 4,385 230 971 -340 1,251 13 1,419 -104 

Deposit of Scheduled ('ommercial Banks Rs crore 1,10,377 977 16,472 7,633 16,723 13,160 11,519 8,550 

(0.7) (17.5) (7.4) (19.6) (18.2) (19.0) (16.4) 

Foreign Exchange Assets** Rs crore 6,720 210 88 - 898 604 W 1,319 1,233 

(8.6) (0.8) (24.0) (28.9) 

Index Numbers <>f Industrial Weights Latest Average of 

Production Month Months* Variation (per cent) 

(1970 = 100) n5 ni~ In lit hi 

1986 1985 1986** 1985** 1984 1983 1982 

General Index 100.00 222.0'® 217.5 204.4 6.1 6.4 6.6 4.2 4.5 

Basic lndu.stries 33.23 288.7'® 272.6 250.9 7.7 8.7 10.8 5.5 8.0 

Capital Goods Industries 14.98 235.1'® 231.0 224.1 2.4 3.1 6.6 5.3 - 0.9 

Intermediate Goods Industries 21.33 187.1'® 187.7 179.2 6.0 4.7 6.1 6.8 1.9 

Consumer Goods Industries 30.46 174.4'® 173.1 161.9 5.3 6.9 2.6 0.6 5.8 

Durable Goods 3.81 303.1'® 286.7 246.3 14.0 17.4 17.8 1.0 3.6 

Non-Durable Goods 26.65 156.0'® 156.9 150.1 3.4 4.5 0.2 0.5 6.5 

Foreign Trade Unit Latest Cumulative for* 

Month 

(Aug 87) 1987-88 1986-87 1986-87 1985-86 1984-85 1983-84 1982-83 

Exports Rs crore 1,253 6,075 4,931 12,550 11,012 11,855 9,872 8,908 

(14.0) (-7.1) (20.0) (10.8) (14.2) 

Imports Rs crore 1,553 8,463 7.755 20,063 19,766 17,173 15,763 14,356 

(1.5) (15.1) (8.9) (9.8) (5.0) 

Balance of Trade Rs crore -300 - 2,388 - 2,824 - 7,513 - 8.754 - 5,318 - 5,891 -5,448 

F<niploynient Exchange Statiatica Unit Latest Cumulative for* 

Month 

(June 87) 1987 1986 1986 1985 1984 1983 1982 

Number of Applicants on Live Registers Thousand 30,525 30,525 27,812 30,131 26,270 24,861 23,034 19,753 

(as at end of period) (10.9) (6.0) (7.9) (16.6) (10.7) 

Number of Registrations Thousand 670 2,656 2,3% 5,473 5,824 6,220 6,756 5,862 

(-6.0) (-6.4) (-8.0) (15.3) (-6.6) 

Number of Vactincies Notified Thousand 50 317 298 616 683 707 827 820 

(-10.0) (-3.4) (-15.5) (0.9) (-8.4) 

Number of Placements Thousand 32 180 182 356 388 407 486 474 

(-8.2) (-4.7) (-16.3) (2.5) (-6.1) 

Income Unit 1985-86** 1984-85'* 1983-84 1982-83 1981-82 1980-81 1979-80 1978-79 

Cross Domestic Product (current prices) Rs crore 2,15,024 1,90,888 1,72,704 ],45,%l 1,30,770 1,13,548 95,358 87,214 

Gross Domestic Product (1970-71 prices) Rs crore 64,988 61,838 59,541 55,068 53,470 50,623 47,191 49,619 

Per Capita Income (1970-71 prices) Rupees 798 775 764 721 720 698 664 717 


* For current year upto latest month for which data are available and for corresponding period of last year. 

♦•.Excluding gold and SDRs. 

.l^'.Upto latest month for which data are available 
:+«*Provisional data. 

(1) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 

(2) Figures in brackets denote percentage variation over previous period. 
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FROM THE IVORY TOWER 


India at the Cross-Roads of 
Economic Policy 

Arun Ghosh 


Apologists of government policies, both in the government and 
outside, have been saying that what the economy needs today is a 
consumption orientation which is likely to provide the required 
impetus for further economic growth. And it is this philosophy 
which has informed government policies of late. It is in this 
context that the twin problems of (a) the possibility of inflation 
and (b) the financing of development need to be examined. 


DURING the budget speech, presenting 
the 1987-88 budget, the prime minister- 
cum-finance minister said, while revealing 
the budgetary deHcit of Rs 49 billion, “I 
do not like it.” And then, in order to pre¬ 
empt the criticism that the actual deficit 
would turn out to be significantly larger 
than the budgeted figure, as indeed has 
happened repeatedly over the past few 
years, the prime minister also assured the 
parliament and the country that he would 
personally ensure that the deficit does not 
exceed the budgeted figure. 

Of course, the government has an a/idi 
now; the prime minister has two. The 
drought, and the paramount need for 
drought relief provide an excellent reason 
why the actual deficit may turn out to be 
significantly larger than the budgeted 
figure. Then again, the prime minister is 
no longer the finance minister, and he can 
always pass on the blame to the hapless 
N D Ibwari. But let us not be carping on 
small issues. What exactly has been hap¬ 
pening in the economy generally, since the 
budget was presented? 

Let me revert to a critique of govern¬ 
ment policies that many observers have 
voiced over the years. This pertains to the 
steady erosion of resources for the plan. 
The answer given by apologists of govern¬ 
ment policies, both in the Planning Com¬ 
mission and outside, has been that our 
savings have reached a high level and that 
we need uxhqr ‘supply side' solutions; that 
what the economy needs today is a con¬ 
sumption orientation which is likely to 
provide the required impetus for further 
economic growth. And it is this philo¬ 
sophy which has informed government 
policies of late. It is- in this context that 
we have to examine the diverse develop¬ 
ments in the economy, especially the twin 
problems of (a) the posat^y of inflation, 
and (b) the financing of development. 

But first, the situation arising from the 


present drought. There are newspaper 
reports of significant releases of funds for 
drought and flood relief—amounting to 
nearly Rs 2,000 crore in the aggregate— 
and of considerable employment provided 
to landless labourers and marginal farmers 
in Rajasthan and other areas affected by 
severe drought. One need not accept all 
the media stories of famished workers not 
being given the full daily wage because 
they are physically unable to do the earth 
work required of them in one day. An out¬ 
sider commentator does not really know 
whether enough foodgrains are being 
reached to all parts of the country; it ap¬ 
pears the workers on relief are being paid 
in cash, and they have to buy their 
grains—supposedly at officially con¬ 
trolled prices—from fair price shops. No 
complaints have been reported thus far in 
regard to grain availabilities, and one may 
assume that the administration has been 
able to handle this problem. Equally, one 
may discount some of the media stories 
in regard to hardships in certain areas. 
One could, in India, always do better than 
one has done; the question is whether one 
has done what could be done. So far, the 
administration seems to have come off not 
too badly in this regard, considering the 
magnitude of the problem. Of course, a 
large part of the cattle population in 
Rajasthan and Gujarat would perish— 
indeed, many heads of cattle have already 
been lost—but then, this sort of problem 
can hardly be exected to be solved by 
emergency relief operations. The real pro¬ 
blem with the latter is that the money is 
spoit not on the creation of durable assets 
but essentially for relief purposes. 

But then, understandably, there has 
been a severe clamp down on all govern¬ 
ment expenditures, both plan and non¬ 
plan. A curuilment of non-plan expen¬ 
diture is idl to the good. Of late, there 
appears to have developed a somewhat 


mindless spending 'pree by many depart¬ 
ments of the central government. The 
Apna Utsav is only one example, but it 
typifies the atmosphere that prevailed in 
1986-87. Economy in government admi¬ 
nistrative expenditure is desirable, drought 
or no drought. But then, the really big 
money spenders of late have been the 
departments of defence and of internal 
security, and one does not quite know 
whether these two have become more 
careful than in the past, in regard to the 
expenditure of money. The latest report— 
of a sharp drop in foreign exchange 
reserves of the country—seems to suggest 
that defence expenditure is continuing at 
the same pace as planned for the year, the 
Bofors and its aftermath not-withstanding. 
(Did not the Sri Lanka state minister A 
de Alwis tell the Sri Lanka parliamept 
recently that the Indian peace keeping 
force in Jaffna is currently spending at the 
rate of Rs 30 million per day?) And then, 
there is the expenditure on ‘internal secu¬ 
rity’, rather, the security of the VIPs and 
VVIPs. Since there is no curUiliqcnt in 
their travel, expenditure on internal 
security may well turn out to be higher 
than budgeted. And we will eventually ac¬ 
cept it as inevitable, in fact necessary. 
However, we are not concerned here with 
the desirability of such expenditures, but 
what they really lead up to, for the 
economy. 

The real sufferer in this context is the 
plan outlay. Now, what is this outlay on? 
Plan outlay is really intended to complete 
ongoing projects which are under con¬ 
struction, mainly to improve the infra¬ 
structure. Some of these projects have 
been under construction for quite some 
time, funds being released in small drib¬ 
lets. The result can only be a staggering 
of projects, escalation of project costs, 
and a further delay in obtaining any 
benefits from projects under construction. 
The Visakbapatnam steel plant may take 
some 13 or 14 years before its first phase 
is complete; this can be compared with 
three years taken to complete the first 
phase of Bhilai in the late fifties. The plan 
is nobody’s baby now. It had in any case 
taken a back scat in government priorities, 
even during V P Singh’s stewardship of the 
finance ministry, since V P Singh did not 
really believe in planning. Now, the need 
for economy in government expenditure 
in view of the drought situation and the 
reluctance to raise additional resources 
through taxation has led to the imposition 
of a flat cut on all plan outlays. A flat cut 
is never the best way to handle the pre¬ 
sent type of situation, but it is the ad- 
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ministrator’s classic solution to the inade¬ 
quacy of resources for investment. No 
matter what some of our famous supply 
side economists have been saying, there 
is a terrible crunch of resources for invest¬ 
ment even for essential, ongoing infra¬ 
structure projects. 

The government has, of course, im¬ 
posed a belated though welcome sur¬ 
charge on the income tax (though the sur¬ 
charge is stated to be strictly temporary 
and only for the current year). This may 
help to i^uce the impact of the additiontil 
outlay on drought relief, but then, since 
the exit of V P Singh from the finance 
ministry, one does not hear of any raid 
on any tax evader, be it a business house 
or an individual (.smuggler or speculator), 
and mote importantly, no government 
spokesman has spoken of income tax 
receipts being larger than either the 
budgeted amount or the amount collected 
last year. One no longer hears of better 
compliance in regard to the payment of 
taxes due, merely because of lower tax 
rates. Chances are that the so called 
“voluntary disclosures” during V P Singh’s 
tenure were due to fear. And though one 
would have to wait until the next budget 
day (February 29, 1988) to learn of the 
income tax collections this year, one may 
reasonably surmise that the revised 
estimates for 1987-88 may be no higher 
than the budgeted Tigure despite the 10 per 
cent surcharge recently imposed. On 
balance, the loss of revenue arising from 
the exit of V P Singh may be just about 
compensated, if that, by the surcharge. 

Consider now two recent developments 
which may be said to take the prize in 
regard to the (mis)management of the 
economy. There was an exhortation— 
perhaps a directive—issued by the finance 
ministry recently to all nationalised banks 
to lend liberally for consumption, to per¬ 
sons affected by the drought. In the 
matter of drought, it is no longer the ad¬ 
ministration which has to come forward 
to provide succour to the distressed. 
Presumably, the administration has no 
funds; the treasury is empty. So, the 
banker has to provide credit for consump¬ 
tion without reference to repayment 
capacity. In fact, credit has to be provided 
precisely to those without repayment 
capacity. And since the promotion of 
bank officers depends on the department 
of banking, and since, further, what is 
involved is the depositors’ money (who 
have no say in the matter), it is an easy 
way out for the government faced with the 
ne^ to provide relief. The banks are to 
now provide (non-iepayable) bank loans 
to those affected by the drought. Quite 
apart from the direct impact of such 
bad d^ts, the long-term behavioural 
effects—in the matter of repayment of 


:m 


agricidtural loans—can be imagined. 

Coming on top of the pernicious habit 
of ‘loan melas’—extravaganzas where 
politiciuis hand out loans to hundreds of 
people; for which enormous sums of 
money have to be laid out by the banks 
to organise these ‘melas’, and for which 
a large number of senior bank officers 
have to unnecessarily hang around the 
minister or whoever else is to hand over 
the loan amounts—this latest directive, 
endorsed by the Reserve Bank of India, 
can only be demoralising for the conscien¬ 
tious banker. 

The corrective to the possibility of 
inflation is not too far behind; the Reserve 
Bank of India has expectedly clamped 
down on overall credit creation by banks 
by increasing the statutory reserve require¬ 
ment. One cannot quarrel with 'the 
Reserve Bank’s decision. If the govern¬ 
ment of India would not tax the people, 
something must be done to keep total 
monetary expansion in check. If the banks 
are forced to lend to government, overall 
credit creating capacity must be curtailed. 
So, it could be that with the onset of the 
busy season, there is a credit crunch for 
genuinely productive purposes. 

The second development is the govern¬ 
ment’s decision, recently, in regard to the 
payment of bonus to administrative per¬ 
sonnel, for the first time. Apart from the 
large dollop in wages and salaries and 
pensions (together with arrears of wages 
and salaries and pensions), following 
upon the recommendations of the Fourth 
Pay Commission—now an old story—the 
government has suddenly announced a 
bonus payment of 25 days salary to 
government servants. This, at a time when 
the government has to meet the challenge 
of drought relief, when the government 
has to ask the banks to advance consump¬ 
tion loans to the drought stricken, and 
when there was no demand for bonus 
from the government employees. No one 
expected (nor even demanded) this 
bonus—truely a bonus—for the admini¬ 
strative staff. 

The result is not far to seek. Net bank 
credit to the government, even as early as 
the end of August 1987, had increased to 
Rs 775 billion from R$ 654 billion at the 
end of August 1986—an increase of Rs 121 
billion, or as much as 18.4 per cent. After 
all these handouts (of bonus payments), 
commercial bank credit to government 
may be expected to have shot up further, 
for there may not be any large inflow of 
tax receipts (from the 10 per cent sur¬ 
charge) until March 1988 or so. The 
amount of additional commercial bank 
credit to government, of Rs 121 billion, 
is already nearly three times the budgetary 
deficit of Rs 41 billion which, the 
prime minister promised in his budget 


speech not to exceed. Wdl, this is 
certainly another way of hiding the 
budget deHcit, since govnnmait borrow¬ 
ing from banks is not yet treated as part 
of the budgetary deficit, no matter what 
the Sukhamoy Chakravarty committee 
report recommended. 

This brings us to yet another aspect of 
government functioning—the mounting 
size of the public debt in India. During 
1987-88, the budget figure of net addi¬ 
tional loans to be contracted by India ag¬ 
gregate Rs 156 billion (taking both inter¬ 
nal and external loans into account), but 
interest payments amount to as much as 
Rs 106 billion, giving a net receipt on bor¬ 
rowings account of no more than Rs 50 
billion, including external aid receipts. 
Long-term rupee debt outstanding will be 
Rs 468 billion and treasury bills as much 
as Rs 399 billion. If, now, as per the 
recommendations of the Sukhamoy 
Chakravarty committee—already accepted 
in principle by the government—the rate 
of interest on short-term treasury bills is 
raised to a figure close to the rate for 
short-term deposits with commercial 
banks, on an outstanding volume of 
treasury bills at Rs 399 billion posited for 
the end of March 1988, an increased in¬ 
terest payment by, say, 4 per cent would 
lead to an increased payment of interest 
by Rs 16 billion. Assuming an average 
interest payment of Ip per cent on the 
additional loan amount of Rs 156 billion 
contracted in 1987-88, the additional 
interest payment would amount to, say, 
another Rs 15 billion. That is to say, 
interest payment during 1988-89 may well 
become Rs 137 billion. At this rate, our 
annual interest payment may well add up 
to the net increase in public debt in a few 
years. While we are all familiar with the 
debt trap insofar as external payments are 
concerned, our expert advisers, who have 
been preparing the ground for a reduction 
in tax rates and seeking to find re.sources 
for the plan from public borrowings, have 
not pondered over the serious internal 
debt problems we may have to face in the 
not too distant future, may be in the early 
nineties. 

The domestic picture is not cheerful, 
whichever way one looks at it. The 
drougRt apart, the economic performance 
and growth of the economy may be said 
to be a function of political stability, of 
social cohesion, of an acceptable com¬ 
promise between the conflicting interests 
of different sections of the population. 
These are large issues, but an economist 
must necessarily concern himself with the 
last mentioned issue, namely, resolution 
of the conflicting interests of different 
groups. This implies that for long-term 
growth, we must find the support of a 
large majority of the people. Ilie highest 
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priority in economic policy making must, 
therefore; be the provision of employment 
to all who seek employment, of* food, 
clothing and shelter, together with educa¬ 
tion and health, for the teeming millions 
of the underprivileged in our society. This 
calls for the mobilisation of far larger 
resources than our present econonlic 
advisers recommended. We ought to break 
away from the dangerous trend of elitist 


HAS any of our MPs cared to ask a ques¬ 
tion in parliament about India’s Report 
to the UN Human Rights Committee? 
India ratified the International Covenant 
on Civil and Political Rights (1966) only 
on April 10,1979. the Janata government 
received some praise for this creditable 
step though it was marred by certain reser¬ 
vations especially in regard to preventive 
detention. Still, it was a decent step to 
take. It is indecent of successor regimes 
to drag their feet in complying with the 
provisions of an international treaty, the 
covenant, and discharging their obliga¬ 
tions under it. 

Article 40 of the covenant obligates par¬ 
ties “to submit reports on the measures 
they have adopted which give effect to the 
rights recognised herein and on the pro¬ 
gress made in the enjoyment of those 
rights!’ The rirst report was to be submit¬ 
ted within a year of ratification; that is, 
by. April 1980. It was submitted only in 
July 1983. Such reports are considered by 
the Human Rights Committee set up 
under the covenant. Its 18 mambers are 
experts elected by secret ballot by the 
states parties to the covenant. 

As for reports subsequent to the first 
Article 40(1) (b) says “thereafter whenever 
the committee so requests”. This is where 
our MPs must probe India’s first report 
submitted in July 1983 came up for con¬ 
sideration by the committee when it sat 
in New York on March 28 and 30, 1984. 
Our press did not publicise the pro¬ 
ceedings. The government of India was 
represented by the attorney-general 
K Parasaran. He was question^ closely. 
The expert's had done their home-work. 
Christian Ibmuschat, for instance; oitids- 
ed India’s report and rightly so. “It was 
not general principles that were needed if 


consumerism which has of late swamped 
the economy, even as large numbers go 
hungry. Wb have to hark back to a long¬ 
term economic strategy, get back to the 
moorings of an economic philosophy 
outlined in our plan programme. If that 
involves giving priinary attention to 
‘inward looking’ policies, so be it; we do 
need to look intently at our own house 
which is in serious disorder. 


the committee was to perform its task, but 
hard facts and speciHc details. The ques¬ 
tion was what the remedies meant to the 
common man!’ Had India’s report to the 
committee been “made available to the 
public”? Has it, indeed? Do our MPs 
know about it? Have they seen a copy? 

But wait. Parasaran did his valiant b«t. 
Finally he promised that “any gaps in the 
answers he had provided would be filled 
in by the government in its next report”. 
But has India submitted any report 
thereafter? Ask the government to put on 
the table of parliament the first report and 
the official summary record of the com¬ 
mittee’s proceedings in New York on 
March 28 and 30, 1984 and probe. How 
many reports since? When will we submit 
the next report? 

Amnesty international is one of the 
NGOs with consultative status with the 
UN. It has produced three excellent papers 
providing the essential information about 
the work and procedures of the Human 
Rights Committee functioning under the 
covenant. Amnesty plays a quiet role here 
as it does vis-a-vis another body the UN 
Human Rights Commission functioning 
under the Economic and Social Council 
which has jurisdiction over all UN 
members, whether parties to the covenant 
or not and which has also established a 
procedure for receipt of complaints by in¬ 
dividuals in cases of gross and systematic 
violation of human rights. In contrast, 
under the covenant individual compl^ts 
can be entertained for violations of rights 
embodied in the covenant only if the 
state concerned is party to the Optional 
Protocol to the Covenant. 

As part of its mandate Amnesty takes 
keen interest in utd publicises the work 
of both these bodies—the covenant’seom- 


mittee and the ECOSOC's H R Commis¬ 
sion. The three papers on H R Committee 
are most informative and helpful. They 
bear the clear impres,s of Amnesty’s legal 
section. The first paper deals with the 
composition functions and procedures of 
the committee; the .second deals with the 
examination of individual complaints 
under the optional protocol. The third 
deals with what are known as the ‘general 
comments’ of the committee made under 
Article 40 of the covenant. 

These papers inform the reader about 
the actual practice which supplements the 
text of the covenant. For instance “the 
committee's practice at present is to 
request states to submit reports every five 
years, as well as supplementary reports 
when the committee requests. All of these 
state reports are public documents”. We 
need to know whether this means five 
years after the first report when it was due 
or when it was submitted. Does India 
report in 1988 or was it bound to report 
in 1985? Also has the committee made any 
request for any report—supplementary or 
other? When do we fulfil Parasaran's pro¬ 
mise to the committee? 

Since India has not acceded to the 
Optional Protocol nothing more need be 
said about it now. Under Article 40(4) of 
the covenant the committee may transmit 
“such general comments as it may con¬ 
sider appropriate to the states’ parties”. 
By April 1987 the committee had issued 
15 ‘general comments’. Amnesty’s third 
background paper sets out the full text of 
all general comments adopted by them. 

The first two general comments issued 
by the committee draw attention to pro¬ 
blems with the reports by states parties 
(overdue reports, inadequate reports, etc). 
The others deal with particular articles of 
the covenant, such as the right to life or 
right to a fair trial. These comments 
u.sually contain the committee’s under¬ 
standing of the scope and meaning of cer¬ 
tain covenant provisions. The comments 
often note whether or pot state party 
reports, taken as whole, have provided suf¬ 
ficient information about how the provi¬ 
sions have been implemented in practice. 
The general comments “carry significant 
weight because the committee has adopted 
them by consensus after careful considera¬ 
tion and debate, based on review of many 
reports by states representing a wide range 
of political, social and legal systems. 
Furthermore, the committee itself is com¬ 
posed of experts from a broad spectrum 
of political, social and legal systems. 

Amnesty has rendered signal service to 
the cause of human rights by publishing 
these papers. Copies are available we are 
informed-from Amnesty offices in the 
various countries or from Amnesty inter¬ 
national, International Secretariat, 
1 Easton Street, London WCIX 80J, UK. 


CIVIL LIBERTIES 


India, Amnesty and UN 

A G Noorani 

India has been noticeably lackadaisical in submitting the required 
reports to the UN Human Rights Commission.. Its first report due 
in 1980 was presented only in July 1983 and came in for severe 
criticism for being short on ‘hard facts and specific details’. Has 
this report ever been made available to the public? Do any of our 
MPs even know when the next reports are due? 
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REPORTS 
Crash Course 

Andre Gunder Frank 

After Black Monday, October 19, it was observed that the stock 
market crash was the alarm, not the fire and the question was 
posed whether the events in the financial sector could be 
prevented from spreading to the real economy of jobs, income and 
production. Such speculation, however, betrays a serious lack of 
historical perspective. The present world economic crisis in fact 
began in the real economy with the decline in the rate of profit in 
the mid-1960s and the recessions of 1967 and 1969-70. The fifth 
recession in the development of this economic crisis since 1967 
was approaching anyway in the natural course of events. Black 
Monday was one possible response to this development and it is 
now likely to accelerate and aggravate it still further. 


The underlying economy remains sound 
—Herbert Hoover, October 1929 
All the economic indicators are solid 
—Ronald Reagan, October 1987 
The fundamental conditions of the country 
are sound 

—Millionaire John D Rockefeller, October 
1929 

None of the fundamentals are sound 
—Billionaire H Ross Perot, October 1987 

IN October 1987 under the helicopter 
blade of Damocles, an irrelevant emperor 
without clothes, living an economic fan¬ 
tasy in a looking glass world that he was 
unable to comprehend or control, was 
yelling befuddl^ Hooverisms (to make a 
collage of commentary from Time 
magazine and the International Herald 
TYibune or Trib for short, which also 
publishes editorial and other material 
from the New York Times and The 
Washington Post). In the meantime 
money talked as Carl Gewirtz noted in the 
THb, citing the Morgan Guaranty IVust 
Bank’s Rimmer de Vries, who observed 
that the markets were imposing what 
politicians are unable to do (or even to 
comprehend?). As a result, Ronald 
Reagan’s favourite magic of the market 
itself was writing what John Kenneth 
Galbraith called the last chapter of 
Reaganomics. This was, in other words (of 
New York Times columnist Anthony 
Lewis), the turning point to the end of the 
Age of Reagan, ^me months before 
already, reviewing The Wall Street Jour¬ 
nal columnist Alfred Malabre’s book 
“Beyond Our Means: How America’s 
Long Years of Debt, Deficits and Reckless 
Borrowing Now Threaten to Overwhelm 
Us’’, ’Adam Smith’ had already foreseen 
in The New York Review of Books that 
president Reagan “will ^ seen like 
Hoover, a nice fellow who blew our 
patrimony and who presided over a great 
fal)**. Ylqipic young urban upward mobile 


professionals are transformed into poor 
urban professional Puppies instead. 

On Black Monday, October 19, 1987, 
the P-ih published The Washington Post 
editorial commenting the previous Friday’s 
108 point decline of the Dow Jones Index 
on the New York Stock Exchange: “Don’t 
Panic, but Act Now. Comparisons with 
1929 are inevitable. But.. .there will not 
be another crash a la 1929... Since then 
the American financial system has been 
substantially panic-proofed!’ That day ap¬ 
parently, Yuppies and others had suddenly 
become illiterate. The Post batting average 
was about 100: It was doubly right (200) 
on the first score, since that very day the 
Dow Jones crashed SOS points, or double 
its October 1929 percentage decline. Un¬ 
fortunately, the ^st batted only .001 on 
the .second score: After 90 stocks had 
stopped trading altogether for lack of 
buyers at noon, the Big Board’s chairman, 
John Phelan, himself nearly shut down 
the market entirely for fear of a “melt¬ 
down”, from which it was only saved by 
the temporary shutdown of the stock 
futures exchange in Chicago. Not panic- 
proof confidence, but chaos. American 
Roulette became more like its Russian 
counterpart. 

Confused Comparisons 

Confusion worse < confounded com¬ 
parisons between with the years before 
and after 1929 now abound. Many are 
willing to go to any lengths to find sup¬ 
posed differences. On October 30, the THb 
printed the Washington Post editorial to 
the effect that the differences between 
then and now are night-and-day because 
the US and world economy were already 
in recession before the 1929 crash, while 
now in contrast the economy is expanding 
rapidly. On October 23, the Hib had 
inform^ that in 1929 stocks had fallen 


before the recession. Both times unfor¬ 
tunately, they had neglected to read the 
THb of October 20, which cited the 
general manager of the central bankers’ 
Bank for International Settlements to the 
effect that the 1929 crash followed a 
period of excessive economic boom that 
is nowhere apparent today. So there is no 
reason to fear any resultant decline of 
business investments, he said, becau^ 
there are hardly any to begin with! From 
the Financial- Times and elsewhere we 
learn that stocks recovered significantly in 
1930, but economic growth turned in¬ 
creasingly negative in the depression until 
1933; and by then stock prices had declined 
to a small fraction of the level to which 
they had fallen in the 1929 crash. 

Other supposed saving grace differences 
between then and now are that the bank¬ 
ing system has been shatterproofed by 
FDIC Federal Deposit Insurance Cor¬ 
poration and the Glass-Steagall Act in the 
US, which bars US banks from the security 
business. Moreover, monetary and fiscal 
policy has supposedly become much more 
sophisticated and effective: While then the 
US Federal Reserve (Central) Bank 
squeezed credit and liquidity, on October 
20, 1987 its new chairman announced 
himself "ready to serve as a source of 
liquidity to support the economic and 
financial system” (thereby confirming, 
contrary to Milton Friedman’s monetary 
gospel, that central banks’ monetary 
‘policy’ really accommodates to economic 
events rather than determining them). 
Finally, world economic integration and 
co-ordination is much greater and 
facilitated by round-the-clock computer 
communication. Indeed, the truth, albeit 
not necessarily the virtual protection or 
protective virtue, of this last proposition 
was demonstrated by the round-the-world 
domino-like chain reaction to the October 
19, 1987 Wall Street crash. 

After Black Monday, the New York 
Times correctly observed that the market 
crash was the alarm, not the fire; and the 
Washington Post and others posed ‘the 
crucial,question’ whether events in the 
financial sector can be confined there 
withqut spreading through the fire walls 
to the real economy of jobs, income and 
production. All these metaphors, however, 
reflect a serious lack of depth, vision and 
historical perspective. Beyond the chicken- 
and-^gg debate over crash and recession, 
reflected in the THb, the interactions (set- 
ween the financial and real economies are 
much more complex and longer lasting. 
Last time; real economic crisis conditions 
already prevailed during the 19208, parti¬ 
cularly in the previously leading econorr^ 
of Britain and the upcoming one of 
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Germany. Indeed, some students of long 
economic cycles date the downturn from 
1913. 

^ that reckoning, 1929 was 16 (or 9) 
yean into the development of the econo¬ 
mic crisis. As in previous economic crisis 
developments (including that observed 
after 1762 by the real Adam Smith, who 
published his “Wealth of Nations” in 
1776), the rundown of profits and growth 
rates in the real economy, as well as its in¬ 
creasing sectoral and regional imbalances, 
generated the flight into financial specula¬ 
tion characteristic of the 1920s. By the late 
1920s, real growth rates were down, and 
commodities and agriculture were de¬ 
pressed. Germany was obliged to make 
war reparations payments of 2 to 3.5 per 
cent of GNP, which in his “The Economic 
Consequences of the Peace” John 
Maynard Keynes had already pronounced 
unsustainable for Germany and counter¬ 
productive for the world. The political 
agreements of the Young and Daws plans 
were unable to reduce Germany’s pay¬ 
ments sufficiently. They were financed by 
the inflow of American capital while it 
lasted; but in 1929 the market stopped the 
flow, the increased hardships in Germany 
helped bring on Hitler in 1933, and he 
stopped the unsustainable reparations. In 
the meantime, all other international 
economic co-cperation had broken down, 
and depression had engulfed the world. 

Origin in RtAL Economy 

The present world economic crisis also 
began in the real economy with the decline 
in the rate of profit in the mid-1960s and 
the recessions of 1967 and 1969-70. In the 
United States, President Johnson’s Great 
Society and Vietnam War were financed 
with inflation and foreign capital. Grow¬ 
ing real and financial competitive im¬ 
balances and refusal of Europeans to sus¬ 
tain them obliged President Nixon to un¬ 
peg the dollar from gold and devalue it 
in 1971 and led to the breakoown of the 
post-war Bretton Woods Agreement (and 
the failure of the Smithsonian Agreement 
intended to replace it). Exchange rate pegs 
were sacrificed to allow floating exchwge 
rates to act as shock absorbers of economic 
imbalances and other disturbances; but 
instead they acted as coil springs, which 
have transmitted and magnified economic 
shocks. The 1973-75 recession, which 
turned growth rates and world trade 
negative and doubled unemployment, 
shocked analysts into attributing it to an 
^ocogenous’ oil shock, instead of analysing 
it as the further development of the world 
economic crisis. The markets, however, 
responded with the historically normal 
solution to the real problem: debt financed 
financial speculation. In 1974, Business 
Week dedicated a special issue to ‘The 
Debt Economy’ and in 1978 to ‘The New 


Debt Economy*, whidt it found to have 
more than doubled in the four years past. 
By 1985. the same Business HMc dewted 
another special issue to ringing the alarm 
bells about the ‘Casino Society’. Tight 
monetary policy notwithsunding, Robert 
IHffin observ^ that world fmandal 
reserves had grown over tenfold in ten 
years (confirming again that monetary 
authorities only accommodate financial li¬ 
quidity to real needs if even that, since in 
this case much bf the money was created 
by the Eurocurrency market beyond the 
control of any monetary authority). 

In the 1970s, in direct response to the 
1973-75 recession and in support of the 
1975-79 ‘recovery’ much of the fimandal 
speculation was directed at the debt 
finance of ‘export led growth’ in the Third 
World South (in the Newly Industrialising 
Countries and OPEC surplus countries) 
and ‘import led growth’ in the Socialist 
East. The debt financed import demand 
of both sustained Western industrial ex¬ 
ports and bank earnings, which replaced 
the inadequate investment demand and 
profitability in the West itself during the 
still growing crisis. Unfortunately as had 
to be, this apparent speculative ‘solution’ 
to real problems ceased to work in the 
South and the East after the 1979-82 reces¬ 
sion. The 1975-79 recovery had been even 
weaker and less solidly based than the one 
preceding the 1973-75 r^ession. Now the 
1979-82 recession was much more severe 
(doubling Western unemployment once 
again) compared to the preceding one. 
third world and socialist countries ex¬ 
perienced an acute liquidity crisis as first 
the recession drove down raw material 
commodity prices and therewith their ex¬ 
port earnings. Then the US monetary 
‘authority’ responded by raising the dollar 
and the rate of interest, and suddenly 
western banks dried up their voluntary 
flow of loan capital to the South and East, 
which brought on their debt crisis in 
1981-82. 

lb prevent illiquidity from turning in¬ 
to insolvency, the third world had to 
generate much more foreign exchange just 
to service the interest on their debts. This 
obliged these countries to start slashing 
imports (thereby reducing Western in¬ 
dustrial and agricultural exports), produce 
more for export (thereby driving com¬ 
modities prices even further down), and 
become capital exporters on a massive 
scale. Compared to Germany’s annual 
capita] export for war reparations of 2 per 
cent of GNP in the 1920s and a maximum 
of 3.5 per cent of GNP between 1929 and 
1931, some third world countries tod^ are 
being drained of 5 to 6 per cent of their 
GNP just to service their foreign debts. 
Since the debt crisis erupted in 1981 in 
Poland and in 1982 in Argentina, Mexico 
and Brazil, the poor third world has been 


bled dry of over $ 500 bilUoiu of dollars 
of capi^ exports to Bie richer West (S 200 
bn in debt service, over $ 100 bn in ^pital 
flight, $ 100 bn in terms of trade loss, and 
5 100 bn in normal profit and ro^ty 
remittances). ‘Growth’ rates were native 
for several years; investment shrivdled into 
disinvestment, especially in productive in¬ 
frastructure and social services; unem¬ 
ployment multiplied; real wages and ear¬ 
nings tumbled, especially for the poorest; 
and GNP per capita dedined by over 10 
per cent in Latin America and Africa on 
the average, and in some countries in¬ 
cluding Poland and Bolivia by over 25 per 
cent. In other words, the ‘fire wall’ bet¬ 
ween financial speculation and the real 
economy became the flood gatn through 
which rushed onto Latin America and 
Africa (and parts of Eastern Europe and 
Asia), a depression that for them is 
already more severe than that of the 1930s. 

US Voodoo Economics 
Under these circumstances, which also 
compromised recovery of export depen¬ 
dent western industry, of course specula¬ 
tion and cyclical recovery since 1983 had 
to seek greener pastures. They were found 
in the United States. There, in Vice Presi¬ 
dent George Bush’s terminology, Voodoo 
Economics reigned supreme in the form 
of Reaganomics. With an unstable 
amalgam of Laffer’s laughable supply side 
and Friedman’s frivolous monetarism. 
Ronald Reagan iimocently tried to square 
the circle even more than his predecessor 
Lyndon Johnson: Reagan sought to in¬ 
crease defence spending, cut taxes, and 
eliminate the budget deficit simultaneous¬ 
ly (when only a combination of any two 
of these was mi^hemadcally possible) and 
he wanted thereby to make America 
Number One Again to boot. Of course, 
the whole enterprise was doomed to 
failure, and the preliminary results are well 
known. The budget deficit became a gap¬ 
ing hole and the trade deficit became a 
spawning gap. The United States became 
the world’s largest foreign debtor (soon to 
match that of all Latin America and then 
of the third world), and domestic debt of 
all kinds—federal, state and local public 
debt, corporate debt, and private con¬ 
sumer debt, not to mention the stock 
market and junk bonds—rose 15 to 20 per 
cent faster than GNP. However, Reagan’s 
Military Keynesianism in the American 
Casino Society permitted Europe, Japan, 
and the East Asian NICs (but not the rest 
of the third world, which was forced to 
place its losing bets) to play American 
Roulette. Their cyclical recovery and 
growth shice 1983 was sustained by ex¬ 
ports to the American market. In turn 
American ‘Living Beyond Our Means’ 
consumption, investment, defence expen- 
ditureSi budget deficit, trade deficit, US 
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Oeasury bonds, junk bonds. Wall Street, 
and the dollar itself were all sustained only 
by the inflow of speculative European and 
Japanese, and debt-bondage-forced third 
world, capital. The supply side turned out 
to be the supply of foreign capital. 

Moreover, American Reaganontics, but 
also Thatcherism in Britain, Socialism 
and then cohabitation in France, Conser¬ 
vative-Liberal Alliance in Germany. 
Nakasone in Japan, and other Western 
governments have had to exhaust virtually 
all their readily available accommodating 
monetary and deflcitary flscal policy in¬ 
struments just to sustain their speculative¬ 
ly based domestic cyclical recoveries.. With 
gaping budget deficits and sky high debts 
ali^y, what economic policy instruments 
remain for them to fhce-the next recession, 
let alone depression, when anti-cyclicai 
monetary and fiscal policy will really be 
needed? Furthermore, if the mjuor econo¬ 
mic powers failed in their feeble efforts to 
co-ordinate these monetary and flscal 
policies on the easy street of speculatively 
based recovery, what prospect can they 
hold out when bursting speculative bub¬ 
bles, capital flights, recessionary or 
depressionary dangers, protectionist 
threats, defence and other conflicts make 
political agreement and economic co¬ 
ordination even more necessary and dif¬ 
ficult in the hard times to come? 

A collage of some more serious press 
commentary on Black Monday and its 
aftermath is that the stock market is one 
of the best leading indicators (Th/b) 
(previous post-war declines have preceded 
recessions; including those of 1967, 1969, 
1973 and 1979). People voted with dollars 
instead of ballots (Journal) in response 
to threatening long-term fundamentals 
(Economist) of which Europeans see 
adrift US economic policy and political 
power vacuum as the root cause (7Mb). As 
a result, all previous forecasts are out of 
date (Economist), and indeed many 
growth rate forecasts were immediately 
revised downward by a third to a half 
(Financial Times). Thus, there is no return 
to business as usual (Financial Times), 
because things will never be the same 
again and caution is the new watchword 
even if the stock market recovers (Econo¬ 
mist). While 60 per cent of Americans 
polled expressed unconcern, the Chrysler 
Corporation treasurer warned that “you 
ain't seen nothing yet" as it reduced its 
pension fund equity exposure by nearly 
half (Financial Times). While the oil 
millionaire Rockefeller declared all sound 
in 1929, his oil billionaire successor Perot 
finds nothing sound in 1987. 

Global Impasse 

Indeed already before Black Monday, 
many observers had long since diagnosed 


the lerious illness of the American 
economy, exposed financial system, inept 
monetary and fiscal policy, deficitary 
foreign trade even in high tech, un¬ 
competitive industry, oversubsidised 
agriculture yet bankrupt farmers, and 
general down fall from highway bridges 
to space Challenger. Outstandingly 
qualifled and responuble analysts of these 
ills at home included among others the 
Democrat controlled Joint Economic 
Committee of the US Congress, the Presi¬ 
dent of the New Ifork Federal Reserve 
Bank Gerald Corrigan, the New York 
financier Felix Rohatyn, the MIT School 
of Management Dean Lester Thurow, City 
University of New York Economics Pro¬ 
fessor Robert Lekachman, Fortune, and 
Business Week. Abroad repeated alar^ns 
came among others from the former Ger¬ 
man Prime Minister Helmut Schmidt, the 
President of the European Economic 
Commission Jaques Deiors, The Finan¬ 
cial Times, and also the present author. 
After the Crash, the 7Mb and the Post 
observed that reality is more serious than 
its greatly communicated image, and in 
the face of it US policy is not indepen¬ 
dent but immobilised. 

The United States and its partners are 
also trying to square the circle around the 
world. They seek simultaneous balance in 
domestic (especially American) domestic 
budgets and foreign trade, European and 
Japanese export surpluses (as well as third 
world ones to finance their debts), stable 
interest and exchange rates, and economic 
growth without inflation or recession to 
boot. Such Globonomics would require 
even more political economic alchemy 
than Reaganomics. This is ail the more the 
case since Black Monday condemned the 
contribution of the latter’s magical now- 
you-see-it-now-you-don‘t hat trick to its 
last chapter and pious verse. 

Louvre Accord 

An immediate iilustration of this 
globonomic impasse is the G (Group oO 
7 Louvre Accord and the resulting 
American-German economic warfare 
threat, which sparked Black Monday. 
According to modern mythology, the 
September 1985 Plaza (Hotel) Agreement 
in New York was responsible for the 
managed devaluation of the dollar. In 
fact, the dollar decline had been begun by 
market forces in February 1983, and the 
Plaza agreement only rode on the underly¬ 
ing market stream (an earlier agreement 
had proved unsuccessful, because it had 
sought to devalue the dollar against the 
market). Even so, efforts to put teeth into 
the Plaza Agreement by co-ordinating 
monetary and flscal policies failed at 
subsequent London and other ministerial 
meetings, an^were not even attempted at 


flie ‘Economic’ Summits, in wbidi Reagan 
preferred to talk about political terrorism. 
Then the decision was taken at the Louvre 
in Paris to halt the decline of the dollar 
and to lend it Central Bank support near 
its 1986/87 exchange rates. (This decision 
proved to be analogous to that of Paul 
Volker at the Fbd in 1979. He decided to 
abandon his predecessor Miller's moneta¬ 
rist polity of controlling the interest rate 
price of money and letting the demand 
and supply of money seek its market level. 
Instead Volker sought to control the supply 
of money and let the interest and dollar 
exchange rates seek sky high levels.) At the 
Louvre, 'policy makers’ sought to control 
the dollar exchange rate at an unsus¬ 
tainable (non)market level, and had to pay 
higher interest rates to do so. Moreover, 
the lower dollar, let alone its intervention 
support, failed to evoke the hoped for 
reduction of the US trade deficit. 

The Louvre Accord has been variously 
pronounced premature, unsound, a 
failure, and a success which must be and 
has been reaffirmed. In fact if it ac- 
compii.shed anything at all, it unleashed 
a renewed round of real competition for 
financial capital and real investment bet¬ 
ween the United States on the one hand 
and Germany and Japan on the other. The 
chosen weapon in this economic warfare 
was a repetition of competitive interest 
rate hikes, which among other things 
depressed bond values and fuelled infla¬ 
tionary fears (in a deflationary market!) 
and stock prices. US Tl'easury Secretary 
James Baker 111, “blew it” (in the words 
of a commentator) when he publicly 
threatened the Germans to let the dollar 
slide in contravention of the Louvre Ac¬ 
cord. A Washington Post columnist cor¬ 
rectly identified this conflict not as a 
misunderstanding in an irrational debate, 
but a serious “financial combat for real 
assets’’ of capital. The market took the 
cue and lost confidence to the tune of 
stock market declines ranging from 10 to 
SO per cent. Interest rate hikes were quick¬ 
ly rescinded, and a week later the dollar 
began to go down again, hasty but ill- 
considered reaffirmations of the Louvre 
Accord notwithstanding. A former 
member of President Reagan’s Council of 
Economic Advisers counselled a “clean 
break from the Louvre Accord... 
[beca^] there is no way to maintain both 
a stable domestic economy and a stable 
exchange rate” (7Mb, October 29). 

The financial market and its political 
interpreters had pronounced that the 
United States now must inevitably reduce 
its twin budget and trade dgfkits. If policy 
makers would not do it ‘voluntarily’, the 
market would do it ruthlessly. But how, 
and with what consequences? Now lower 
budget defldts would be recessionary, and 
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The Economist atgues that at least dou- 
ble the S 23 billion scheduled by Grmm- 
Rudman are a necessary imnimuin. &ther 
government tax increases or spending 
cuts, let alone both together, to reduce the 
US federal budget deficit would be reces¬ 
sionary perse, and they could contribute 
to a deeper depression in an already 
market generated recession. Even Hert>ert 
Hoover offered tax reductions and new 
public works spendin,_ and Franklin 
Delano Roosevelt’s New Deal carried 
them even further. Unlike Ronald Reagan, 
they had not already wasted these anti- 
cyclical munitions l^ore the real battle 
began. 

Narrow Options 

The next recession—the fifth in the 
development of this economic crisis since 
1967—was approaching anyway in the 
natural course of events. Black Monday 
was one possible response to this develop¬ 
ment; and it is now likely to accelerate and 
aggravate it still further. The Thib October 
21, anticipates downward pressure on jobs, 
pensions, savings, spending, investment, 
and real estate prices. The Economist, the 
Financial Times and others see not only 
a decline in consumer and investor con¬ 
fidence. The effect of lower asset values 
and wealth (after a S 1 trillion loss in the 
United States alone) reduce the capacity 
of particularly Yuppie consumers to spend 
and business to invest, with higher costs 
to raise equity capital, smaller cash flows 
and less collateral on which to borrow. In 
other words, the deflationary trend begun 
m 1980 during the previous recession is 
now aggravated by the Crash, which is 
both an instance and an instrument of 
further deflation, which now feeds on 
itself as inflation did befbre. Hie well nigh 
universal obsession with inflation in¬ 
herited from tne 1970s and earlier, of 
course, tie policy-makers’ hands in con¬ 
fronting the real danger o.'' a massive 
deflation and thereby make it even more 
dangerous. Domestic inflation with a 
devalued currency is not incompatible 
with generalised deflation, as the 1980s ex¬ 
perience of many third world and socialist 
countries with rampant inflation in their 
own currencies and deflationary dollarisa¬ 
tion (and soon markisation and yenisa- 
tion) of their economies demonstrates. 

On the trade front, a much lower dollar 
will be necessary—but by no means suf¬ 
ficient, as its past decline demonstrates. 
America must reduce its foreign subsidis¬ 
ed consumption ’beyond our means’ by 
reducing imports or expanding exports dr 
both. In the short run, this American belt 
tightening will be forced by the failure of 
as much foreign capital to flow into the 
United States (and its flow already declin¬ 
ed in the three months before Black Mon¬ 
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day and will surely decline much further 
now as "Japanese investors [are] likely to 
decide there’s no place like homd” as the 
October 22 Financkd Times reports and 
the Journal surmises), without even the 
increasingly threatened capita) flight out 
of the United States. In the medium run, 
recessionary reduced American consump¬ 
tion and investment wi)l also cut imports. 
In die long run, uncompetitive American 
industry (steel, auto, etc), agriculture 
without farm support, and McDoiudd ser¬ 
vices must undergo agonising restructur¬ 
ing in response to the market exigencies 
of recession or depression. A gasoline or 
oil import tax and similar proposed 
measures, while necessary and useful, are 
only palliatives. Lower interest rates would 
drive the dollar down, and higher ones 
would drive investment and consumption 
down. Increased instead of reduced 
deficits would drive foreign and domestic 
confidence down. This, as well as other 
shocks, could drive the dollar down in a 
free fall. Thus, the choice of economic op¬ 
tions in the United States has narrow^ 
dramatically, as The Economist observes; 
and all of them point down. No wonder 
American policy-makers are no longer in¬ 
dependent and immobilised instead, as the 
Washington Post observes. 

It is less clear on the other hand what 
related foreign policy options Washington 
still has. The temporal, though not 
necessarily causal, coincidence of Black 
Monday and the sharpening of the Gulf 
crisis with Iran is reminiscent of the 
scenario in ex-financier Paul Erdman’s 
“The Crash of ’79”, in which political 
crisis in the Gulf and financial crisis 
elsewhere were intertwined. It is not in¬ 
conceivable that dependence and im¬ 
mobility on the domestic and interna¬ 
tional economic front may lead 
Washington into new Grenada type adven¬ 
tures in foreign political policy in the Gulf 
or elsewhere However, it is also less than 
certain whether more military adven¬ 
turism, particularly in the Gulf, would 
lend temporal support to the dollar and 
suddenly drive it up as in the past, or 
whether it would only exchange a boost 
in domestic Rambo-Oiliemania con¬ 
fidence for a further run on foreign con¬ 
fidence in the United States—and on the 
dollar. So does the new debtor position 
of the United States adventurise or com¬ 
promise its military foreign poiicy~and 
how does it in turn reverberate hack onto 
debt, finance and economy? 

Catch 22 Situation 

Indeed, if America were ever to. pay 
even the interest, let alone the principal, 
of its still growing foreign debt, it would 
have not only to eliminate its trade deficit. 
The United States, like the third world 
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debtors before it,, would have to convot 
its present massive import surplus into an 
export surplus instead. This would mean 
an enormous turn around in US and 
world trade; Either US imports would 
have to dwindle to less than exports, or 
US exports would have to increase enor¬ 
mously, or some of both. Who would ab¬ 
sorb such US exports in an economic 
crisis, which would itself be aggravated by 
them? Certainly not the poor and still 
debt-overburdened third world, as long as 
it is obliged to run an export surplus itself. 
Only Western Europe, Japan, and the 
socialist countries remain, but not likely 
as potential importers of such American 
export surpluses. Alternatively, Americans 
could reduce their debt service by reduc¬ 
ing or devaluing their foreign debts. One 
mechanism is through deflationary write 
downs and bankruptcies or renunciation 
of part of the debt, presaged by the Wall 
Street crash. Another way to devalue 
dollar denominated debts is to devalue the 
dollar itself, as in the recent past and the' 
foreseeable future. A third way, would be 
through domestic inflation, which would 
reduce the real value of the debts directly, 
as well as indirectly by contributing to fur¬ 
ther devaluation of the dollar itself. Of 
course, each of these or any combination 
of these possible American responses to 
its foreign debt also has important defla¬ 
tionary effects on America’s European 
and Japanese creditors. Thus, any attempt 
to square the international financial and 
economic circle of interest and exchange 
rates, and budget and trade deficits at this 
-juncture must fail in something and entail 
serious costs in terms of economic growth 
and welfare. What is to replace the United 
States as thevglobal borrower and spender 
of last resort, especially when it is most 
needed? Total irresponsibility during the 
Reagan Recovery since 1983 has created 
a Catch 22 whatever you do. Damned if 
you do and damned if you don’t. 

Moreover, the fuses on the third world 
and other debt bombs are getting shorter. 
No serious effort has been made to defuse 
them, other than to put in loss reserves 
at some major metropolitan banks. Lower 
dollar exchange and interest rates reduce 
the third world debt burden, as their rise 
increases them. However, third world and 
some other debt service will be rendered 
altogether impossible by any recession in 
the West and/or any real reduction of the 
American budget and trade deficits, not 
to mention any further American or in¬ 
deed other Western protection of the 
home market and/or any new export of¬ 
fensive. Therefore, a chain reaction of 
various debt bomb explosions, bankrupt¬ 
cies, and other declines of asset values still 
poses a real, and perhaps ever growing, 
deflationary threat to the world economy. 
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Thus, we must ask what effects and 
possible respon^ closing or even refor¬ 
ming the US casino would have elsewhere 
after all these years of playing American 
roulette. We observed above how this 
game has so far drowned most debtors (in 
the third world and in the commodity and 
agricultural sectors of the US itself), while 
it has maintained afloat the Japanese and 
West European creditor economies and 
the American debtor economy (which has 
not so far had to actually pay for its 
debts). However, any reduction of the 
budget and trade deficits and/or reces¬ 
sion, not to mention growing protec¬ 
tionism. in America must have a power¬ 
ful recessive effect also in Western Europe, 
Japan and the NICs, and an even more 
depressive effect in other third world 
countries, as long as all depend on exports 
to the US. Any American export offen¬ 
sive, especially through a further devalua¬ 
tion of the dollar, into any of these or 
third country markets would only ag¬ 
gravate such recessive consequences 
elsewhere. As it is, Japanese domestic 
growth is weak and real investment almost 
fiat. That is why Japanese capital prefer¬ 
red first to play American roulette and 
then to speculate in the stock and property 
markets at home. With stock price/earn¬ 
ings ratios over three and property values 
even more times comparable American 
ones, these were and so far remain even 
more overinflated than in the United 
States. Crash alarm bells in Japan are 
ringing ever louder, and the 33 to SO per 
cent Hong Kong crash may make them 
more perceptible. Recent West German 
and European domestic growth and in¬ 
vestment did better. However, ncither’s 
continued growth or expansive monetary 
and fiscal policies, as insistently and 
unreasonably demanded by US TVeasury 
Secretary Baker, can reasonable be ex¬ 
pected to replace the American market 
and growth. 

American Roulette 

If demands for better domestic mone¬ 
tary and fiscal policies offer no way out 
of the coming debacle, demands for their 
international co-ordination offer less hope 
still. Of course, recent events and par¬ 
ticularly the stock market crash have in¬ 
creased demands for international poli¬ 
tical co-ordination of national economic 
policies. Unfortunately, however, the more 
such co-ordination is necessary, the less 
is it likely or even possible The Americans 
have not learned the meaning of co¬ 
ordination except on their own dictatorial 
terms. The United States already torpe¬ 
doed the London Economic Conferentx 
in 1933, which had been called at its own 
initiative, when it proved impossible to get 
its own way. So far since then, American 


econoinic power and poMtical dominance 
was abk to impose the American will. 
However, the rdtuive American economic 
decline and particularly its recent conver¬ 
sion into a debtor have eroded this 
American capacity. Black Mondi^ and 
American paralysis in the face of it 
threaten to erode it even more. )!fet the 
United States is becoming increasingly 
unilateralist, not t6 mention protectionist, 
and threatens internation^ economic 
agreements for which its trading partners 
already have less than total enthusiasm 
even among themselves. Americans have 
been exporting the costs of their own 
economic irresponsibility. How can the 
Japanese and west Europeans be expected 
to expose their economies to the ravages 
that a real deflation of the American (or 
indeed their own) bubble will impose dn 
them—and still continue to dance to the 
American tune? 

For the same reasons, however, the 
European and Japanese political in¬ 
sistence and now the apparent world 
financial market demand that the 
Americans bring their roulette wheel and 
the golbanomic casino into order seem 
equally short sighted. For it is European 
and Japanese money, and their domestic 
monetary and fiscal policies, that have 
permitted the American Roulette and the 
Globonomic Casino to continue operating 
as long as it has. But if the Europeans and 


THE responses to the burning of Roop 
Kanwar have been as varied as the reasons 
for silence. The statement and articles that 
have appeared in the national press repre¬ 
sent two types of positions. Hiking a 
positive position are those who condemn 
the act as barbaric and inhuman, hence, 
demand the resignation of the Rajasthan 
government for its culpability in the crimes 
and the punishment of the guilty and have 
called for forging social reform 
movements. The second type of response 
come from the Indian state and its 
apologists. It is the bizarre ramifications 
of this response which, we believe; requires 
some attentioi\^ No doubt there are im- 


Japanese really wish to stop playing 
American roulette—and oblige the 
Americans themselves to come down to 
earth from their Bnancial Disneyland- 
then what? The world is likely to wake up 
in a full scale economic depression. Its red 
basis is the development of the real 
economy through four past and a fifth 
successively more severe cyclical reces¬ 
sions. The intervening recoveries were 
based on Hnancial speculation, whose 
apparent solution will become an addi¬ 
tional real problem as the bubble is finally 
deflated in the next or even succeeding 
recession and depression. 

The post-war system of international 
finance and world trade as we know it 
may therefore become unsustainable as 
American hegemony over it declines in the 
still deepening present world economic 
crisis. Yet no other power is ready to 
replace the United States, and interna¬ 
tional-let alone supernational—co¬ 
ordination appears b^ond immediate 
reach. Therefore, in a previous article, this 
author has examined some of the alter¬ 
native developments and in particular the 
possible resurgence of neo-mercantilism 
and the reemergence of financial zones or 
even economic blocs. Recent losses at 
American roulette and the present trou¬ 
bles in the globonomic casino now make 
these possibilities all the more likely. 


portant differences between the spokesmen 
of the state and the apologists, as indeed, 
there aiv differences among the apolo¬ 
gists. but. there are also important points 
of convergence inspired by a common and 
politically convenient commitment (ad¬ 
mittedly from different standpoints) to the 
Great Indian Tradition. For this reason, 
we have chosen to discuss three dimen¬ 
sions whidi constitute significant elements 
in the structure of class politics. These are 
represented by the position taken by the 
sute; tbe revivalist position and the so- 
called intellectual response. 

Among these; the most important is the 
position of the state, reflect^ in the hesi- 
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tast and measured response of the Con¬ 
gress government which initially described 
the incident as a purely religious matter, 
and, then, belatedly condemned the ind- 
deilt. The second response comes from 
rank apologists who consider it ^moving’ 
because it represents a quest for ‘truth’, 
‘purity’, ‘divine insiwation’ and even ^n- 
viction’ and ‘idealism’ in the hindu ethos. 
They see no cause for alarm because Hoop 
Kanwar’s sati was a ‘rare occurrence’, and, 
consequently, her sacrifice had become a 
focus for religious fervour among 
thousands of people who watched her im¬ 
molation. The editorial of Jansattg 
(September 19, 1987) is a prime exampte 
of such blatant revivalism. Then, there is 
a third kind of response of the self- 
righteous intellectual, which is equally 
dangerous. It pretends to stem from a 
more advanced creed of modernism and 
considers condemnations of sati to be 
‘vulgar’ and simple minded, because those 
who have condemned sati cannot com¬ 
prehend its complexity! Ashish Nandy 
writing on the 'Sociology of Sati’ (Indian 
Express, October S, 1987) is a good exam¬ 
ple of this response. 

Role of the State 

The ghastly incident of sati in 
Rajasthan is not an isolated incident and, 
above all, it is not an issue that concerns 
women alone. Sati is one more crime 
against women. But it is part of a series 
of events, that reflect a dramatic rise in 
obscurantism and communalism which 
threatens to devour the secular fabric of 
Indian society. However, this particular 
incident has happened, just as communal 
violtoce happens because the govenunent 
is not willing to enforce the norms and 
laws ol a modern and civilised state. The 
weakness of the state in enforcing its own 
laws is a pointer to the character of the 
state and explains its inability to contain 
the forces of religious fundamentalism. 

Although a wide-ranging social reform 
movement is imperative, however, the 
Indian state is not capable of pursuing 
social transformation which alone can 
weaken the hold of obscurantist forces. 
Instead, the state has succumbed to the 
temptations of revivalism and gone out of 
its way to accommodate and placate 
backward social forces. This trend has 
been evident since the days of the national 
movement. The national movement made 
compromises with antiquated traditions 
by making appeals to past civilisation to 
generate support for what was essentially 
an anti-colonial struggle The possibility 
of social reform was ruled even after in¬ 
dependence because the narrow base of 
the class coalition did not create the social 
space for structural changes. Thus, the 
Indian state embrnked upcm a programme 


of building capitalism without creating 
the social basis ft>r a bourgeois sodety. 
The new state could not dissolve the old 
society because rise to power of the Indian 
bourgeoisie's was not marked by a strug¬ 
gle against pre-capitalist social structures 
and from the very begiiming the bour- 
geoisie-was very willing to accommodate 
landed interests. It is then, not surprising, 
that the Rajput landlords and rich 
peasants in Deorala have provided leader¬ 
ship to the actual organisation of sati and 
to the Dharam Raksha Samity which is 
spearheading a reactionary movement to 
glorify sati the ‘holy’ traditions. 

In view of the exponential growth of 
religious fundament^sm in recent years, 
the deferential attitude of the state 
towards revivalism assumes special sig¬ 
nificance; The political ineptitude and 
prevarication of the Rajasthan govern¬ 
ment in either preventing the criipe by 
stopping its glorification is well known. 
Much worse is the role of the centre. It 
took the prime minister three weeks to 
issue a statement. Then, a belated or¬ 
dinance was issued which is confined to 
the state of Rajasthan when the problem 
requires a much wider law applicable to 
all the states. This ordinance was obviously 
passed to assuage and mollify enlightened 
public opinion. Most other non-left par¬ 
ties have also shown ambivalence and 
uncertainty in their response to the hor¬ 
rendous ritual. The intervention of 
women’s organisations, through the order 
of the High Court, and protests raised by 
them interrupted, allwit briefly, the 
chunari mahotsav celebration, and this 
has triggered off a debate on the excesses 
of revivalism and the price women have 
to pay to maintain our so-called hoary 
traditions. 

As in tne case of the Muslim Women's 
Bill, the sati issue has become a clarion 
call for the mobilisation of obscurantist 
forces against the forces of progress and 
secularism. All this has happened, 
because over the years, while the govern¬ 
ment makes professions of secularism, it 
has permitted the intrusion of religious 
obscurantism into public life. Innumraable 
examples can be listed to demonstrate the 
intrusion and public exhibition of reli¬ 
giosity in political life. After all the 
authority of the state blessed the opening 
of the Babari Masjid in order to establish 
the primacy of the Ram Janambhoomi. 
On the other hand, the same government 
introduced the Muslim Women Bill to ap¬ 
pease miislim fundamentalism which 
raised a hue and cry against the Shah 
Bano judgment. The bill clearly reflected 
a trade oft between the government and 
the fundamentalists based on tlw assump¬ 
tion that fundamentalist leadership can 
r^ain rauslim votes for the Congress. 


Guided by similar considerations, tne 
Rajasthan chief minister justified the 
government’s inaction by saying “that the 
practice (of ‘sati’) is highly appreciated by 
the people and regarded as their religious 
right”. The state’s home minister went a 
step further, he said “should the govern¬ 
ment encroach upon the rights of the 
citizen?” The series of events clearly sug¬ 
gest that sati is not an exception, as a nut¬ 
ter of fact, it is an expression of a political 
arrangement that sustains the system and 
the narrow class coalition and in this 
situation, it is not surprising, that the state 
and the ruling party are being increasingly 
forced to don the ‘saffron robe*. 

At the time of the Muslim Women Bill, 
an effort was made to exploit the fun¬ 
damentalist upsurge by whipping up the 
passions of the believers and non-believers 
alike, and for this it was necessary to 
minimise the justness of the Shah Bano 
judgment. Attempts were made to focus 
on Shah Bano as an individual and her 
personality, and, then, it was suggested 
that as a devout muslim she regretted the 
controversy created by her decision. 
Likewise, in the present case, an attempt 
is underway to divert attention from the 
enormity of the problem by portraying 
Roop Kanwar’s ‘sati’ as a raVe occurrence 
and a voluntary decision. At any rate, it 
is important to reckon with the mass up¬ 
surge evident from the thousands who 
watched her burning and the 40,000 who 
protested against the feeble government 
attempts to clamp down the glorification 
of sati. The responses are very similar to 
the thousands of muslims who partici¬ 
pated in a nation-wide campaign to deny 
women’s rights on the plea that these 
rights Consthute an interference in per¬ 
sonal laws. In sharp contrast to the past 
when Gandhi and Nehru forged a secular 
consensus, now, these backward social 
forces have entered the centre stage with 
the direct and indirect backing of the stale. 

Revivalist Forces 

The revivalist forces apart from influen¬ 
cing the state have also sought their own 
ideologues who spread the message of 
fundamentalism. Capable men, like the 
editors of Jansatta, took upon themselves 
this responsibility and tried to give the act 
of ‘sati’ a new lease of life and a new 
meaning. They wrote that “sati means 
following the path of truth, can be achiev¬ 
ed by one’s conduct and not only by bur¬ 
ning oneself’. Thus, having granted this 
non-committal possibility of living to a 
widow, they non-chalantly proceed to per¬ 
form their more important ideological 
duties. Using the notions of “rarity of the 
event” and “supreme sacrifice’’, revivalists 
have argued that “sati cannot be termed 
nther as an issue of women’s civil rights 
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or of discrimination between men and 
women!* For them, “it is simply a ques¬ 
tion of a society’s social and religious 
beliefs”. The ideologues of the fundamen¬ 
talist upsurge neither feel it is fit to com¬ 
ment on the position of women—especially 
the status of widows in relation to social 
and religious beliefs, nor do they find it 
necessary to explore why the society’s 
search for purity and truth should be the 
prerogative of women alone. Thus, the 
revivalist spokesmen are apparently open 
to a discussion on whether ‘sati’ is 
justified or not, but are absolutely closed 
to the possibility of relating ‘sati’ to the 
larger issue of the position of women in 
society. By taking sati out of this domain 
as such and adorning it with notions of 
goodness, they have attempted to under¬ 
mine the very basis of women’s rights 
movement which arises out of this 
discrimination and oppression (in 
whatever form) within the society’s social 
and religious norms. These ideologues 
have in effect projected the message that 
‘you may live, but do not become am- 
Utious’. That is, pursue the course of ‘sati’ 
in your condua, since you do not have the 
supreme courage of sacrifice. And in any 
case truth lies in never asking too many 
questions which should be left to the 
modern ‘Meghatithi’. 

Having given the first ideological prin¬ 
ciple, the revivalists proceed to further in¬ 
tensify the communal divide They tell us 
that those who do not believe in life after 
death can never understand the unstorn 
of sati. And also that those who do not 
understand the faith and beliefs of the 
common people have no right to par¬ 
ticipate in any discussion on ‘sati’. By ap¬ 
propriating the rights of a good chunk of 
society, they establish the second ideolo¬ 
gical principle of fundamenu'lism, that is. 
no human being other than that of a 
religious group has the right to speak in 
matters related to practices of tha’ 
religious group. This is similar to tht 
response of the mullas who r'diculed the 
muslim signatories of a memorandum 
supporting the rights of muslim women, 
by calling them outsiders to the communi¬ 
ty; likewise, the hindu revivalists do not 
consider the protest of the majority com¬ 
munity as very legitimate. Giving them the 
label of “English educated”, they attempt 
to discredit a large section of the people 
who reacted against sati and expressed 
their concern over the fast deteriorating 
social conditions. In doing so th^ not only 
supported the act of sati, but also tried 
to suggest that it was valid and justified 
within the present social context of 
Rsqasthan. 

INTELLECTUAI. ARGUMENT 

Let us now consider the intellectual 
argument. After a brief introduction 


about his long standing involvement in the 
area of sati research, Nandi expounds the 
different types of ‘satis’. ‘Ghatna’ or the 
‘rare exception’ is the ultimate kind of 
‘sati*, and the other kind which is not so 
exceptioiud erupts in ‘epidemics’. 

According to Nandi’s formulations, 
Roop Kaiiwar’s sati is a precursor of an 
epidentic in Rajasthan. The event serves 
‘new demonic pun>oses in the society* and 
reflects ‘human greed’, ‘coerdon’ and 
callousness towards a young ‘impetuous’ 
girl. But Nandi does not consider it 
necessary to criticise these human traits, 
Presumably because his westernised self- 
concept seems to have created such a guilt 
complex, Nandi bends backwards in at¬ 
tempting to understand the ‘bizarre, 
violent and perverted’ act of a group^ in 
the name of ‘self-sacrifice’. This is done 
by unveiling the ‘psychological basis’ of 
the events in Deorala and its prevailing 
culture. In the process, does Nandi expect 
to join the mainstream, and be an Indian 
in the true sense? 

The main argument rests on the under¬ 
standing of the role of the individual. So 
we are told that “we who swarm around 
this state” have no business ‘sloganeering’ 
for it is ‘you and me’ who are responsible 
for the state of affairs of the millions. 
Such a sense of responsibility is awesome; 
but we would like to point out that Nandi 
should speak only for himself and not for 
‘you and me*. The overwhelming sense of 
helplessness he expresses is shocking. This 
is an argument for giving up the fight even 
before joining the battle. According to 
Nandi, there have been three periods in 
Indian history when ‘sati’ was a large scale 
problem. The fint was during the collapse 
of the Vijayanagar kingdom, the second, 
when Rajput principalities were under 
attack in the middle ages; and, the third, 
when British colonisers were establishing 
their domination in India. It is significant 
that Nandi considers the last period the 
mos( relevant for understanding the 
Deorala episode. Equally telling is his 
suspicion that “Rajasthan’s own hoary 
tradition of sati is not relevant fer the 
‘sati’ of peoraia', which is primarily 
rooted in the breaking up of traditional 
life styles and political economy which has 
been challenged by the new social and 
cultural forces”. After.belabouring the fact 
there is no attempt on his part to give a 
clear chit to hindu traditions because ‘sati’ 
has something to do with that tradition, 
Nandi triumphantly proclaims that “this 
p'athology came out only when the tradi¬ 
tional way of life began to collapse due 
to the onslaught of outside forces” 

This raises two important issues. By 
focusing only on British India, it appears 
the author does not consider it important 
to explain why ‘sati’ occurred during the 


fust two periods and what were the social 
forces and property structures that justi¬ 
fied and necessitated ‘sati*. Then, there is 
the whole question of tradition and the 
current rerival of tradition inspired 1^ 
religious fundamentalism. By, blaming 
‘market morality’ as the villain of the 
piece, this explairation exonerates the role 
of tradition—hindu or otherwise—in 
reviving and glorifying ‘sati’ and looks at 
the protests as an expression of conflict 
between tradition and modernity. Both 
these propositions are deceptive. Much of 
the evidence either about Roop Kanwar’s 
‘sati’ or the recorded evidence about ‘satis’ 
in earlier periods point to coercion of the 
woman. 

Tradition-Modernity Syndrome 

The second proposition about the con¬ 
tradiction between the old and the new is 
equally specious. The proponents of the 
tr^ition-modemity syndrome seldom 
reckon with the fact that ‘sati’ or dowry 
is no more traditional than, for example, 
the denial of the muslim women’s right 
to maintenance. The issue is not one of 
conflict between tradition and modernity, 
but the organised revival of tradition 
made worse by the Indian state’s com¬ 
promise with the forces of tradition for 
the sake of political survival. Under such 
conditions, it is not surprising that the 
forces of obscurantism have come into 
play in politics. It is not the resilience of 
religious traditions or of communal con¬ 
sciousness, but the political sustenance 
that the old society provides to the new 
society. In the process, traditions of the 
old society become easy means of sus¬ 
tenance for the new society. For this 
reason, sati or dowry deaths or the denial 
of the rights of muslim women have 
become an essentially contemporary 
phenomena. ‘Sati’, as indeed, the reactions 
against the Shah Bano judgment, were not 
spontaneous responses of people who 
were steeped in that tradition, and, 
therefore, determined to protest their 
religious identity. As a matter of fact, both 
issues were set off by an organised cam¬ 
paign which involved invoking religious 
sanction to assert a distinct political iden¬ 
tity. Tlie militant efforts of Rajputs in 
Rajasthan is a case in point. Like the 
Muslim Personal Law, sati has become a 
symbol of identity for certain powerful 
sections and a basis for quick mobilisation. 

Nandi in the past has analysed the 
socio-economic and cultural forces that 
led to 'sati epidemics’ in Uie early eigh- 
temth and Uite nineteenth centuries. But 
when it comes to examining the sati issue 
in contemporary Rgjasthan, Nandi’s 
analysis loses its rigour and focuses en¬ 
tirely on "market morality” as the only 
“moral principle in social relations”, But 
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there is no analysis of market forces and 
the intrusion of these forces in rural life^ 
neither is there any attempt to examine the 
links between traditions and emerging 
socio-political forces. Yet, Nandi scoffs at 
the modernists for their insensitivity to 
larger problems of social violence. 

But his own insensitivity is evident in 
the declaration that we have woken up 
only because of the “enthusiasm of the 
women’s groups’*. If that was the case, 
then this surely reflects insensitivity to 
socio-political issues which should con¬ 
cern all of us and not just women’s 
organisations. But Nandi goes further to 
expose hithself. The sophistry involved in 
making fine distinctions between the ‘rare 
sati’, a reflection of ‘self-sacrifice' and the 
individual strength of traditional hindu 
culture, and the one which constitutes an 
epidemic, a reflection of false conscious¬ 
ness, greed, social climbing and supersti¬ 
tion, is used only as a stick to beat the 
modernist but never to question the so- 
called ‘self destruction’ of an eighteen year 
old girl. Despite conceding the social 
callousness of the incident in Deorala, 
Nandi believes Roop Kanwar’s sati is a 
case of ‘self destruction’. Not satisfied 
with this fact an attempt is made to 
compare the death of this young and 
vulnerable girl with the self-conscious case 
of starvation to death of Jain Muni and 
Vinoba Bhave. Yet again modernists are 
blamed for not treating at par all cases of 
“public suicides’’. It is important to make 
clear distinction between ‘sati’, which was 
a case of social murder and public suicide 
(as in the case of jain muni). Even if we 
agree with Nandi’s differentiation of types 
of ‘sati’ how does one identify a ‘sati’ type 
in a non-epidemic phase? There have b^ 
many ‘satis’ since the British left, but 
Nandi is «till waiting for the epidemic. 
Does this mean that all these were the 
ideal types? Is this why he is so keen to 
give the benefit of the doubt to the family 
of Roop Kanwar? In view of this very 
deliberate and belaboured stand of 
Nandi’s, we can argue that the distinction 
is not only irrelevant but stems from an 
attempt to ignore, the reality. 

In an attempt to disprove a case which 
his own analysis seems to construct, Nandi 
ignores facts as well. For example, while 
taking to task ‘westernised Indians’ for 
their belated response to the events in 
Deorala (and alleging they derive vicarious 
pleasure in establishing their moral superi¬ 
ority to villagers) he writes: “It b the prac¬ 
tice of the poor, the powerless and the un¬ 
sophisticated which mvite censure!* First, 
according to hb own thesis, in a crumbling 
structure it b the upper caste, westernised, 
urban sections which are more prone to 
‘sati’. Second, by no means cap Roop 
Kanwar’s family be called poor. Third, it 


b Nandi who u creating the rural urban 
schism hoc: no women’s organisation has 
seen ‘sati’ as anything but the continua¬ 
tion of women’s oppression in a class 
society in its most naked form. 

Nandi would have us believe that the 
urban sections of modern India are 
writing off the teeming rural millions, 
simply by taking a superior moral stand. 
In fact, the rich peasantry to which the 
Roop Kanwar's household belongs, holds 
power not only in rural Rajasthan, but 
also influences the powers-that-be in the 
urban centres. Nandi, however, considers 
all class analysb irrelevwit for the purpose. 


CHOGM always provides an occasion for 
pious Statements opposing apartheid. This 
year’s Ysneouver session was no different. 
Rajiv Gandhi took the lead in condemn¬ 
ing Margaret Thatcher for opposing ‘com¬ 
prehensive sanctions’ against the racist 
Pretoria regime. More remarkable than 
the hypocrisy of this condemnation is the 
conspiracy of silence with -regard to the 
raebt skeletons in the Indian government's 
cupboard. It is very easy to make a 
dramatic gesture of cutting off all trade 
with Fiji, but why doesn’t the Indian 
government cut off all trade with racist 
South Africa? 

One of the new successes of the export- 
led growth strategy is diamonds. In Tifteen 
years exports of diamonds have increased 
from almost * nothing to more than 
Rs 1,300 crore per year. In the first six 
months of this financial year, they have 
already exceeded Rs 1,000 crore. 

But these export figures do not (as is 
usually the case with export-led growth) 
represent the net foreign exchange earn¬ 
ings. The raw diamonds are imported— 
mainly from South Africa. After deduc¬ 
ting the cost of imported stones, the net 
foreign exchange earning was just Rs 2S0 
or so crore last year. 

That India is such a major buyer of 
South African exports hardly gets a men¬ 
tion in the discussions on sanctions. And 
that b not because the trade b a secret. 
International merchants do have ipany 
ways of obscuring the origin and destina¬ 
tion of traded comme lities. But the dia- 


Protesting aside, he absolves the state by 
taking ail the responsibility on to himself. 
Such a magnanimous gesture in fact 
reflect his total identification with the 
state or a kind of paralysis so typical of 
those who cannot go b^nd their iden¬ 
tities as individuals. 

When these three strains of thou^t and 
action come together deliberately or 
otherwise, only a mass movement against 
revivalism and retrograde structure of 
values, which has inflicted injustices and 
atrocities on women in the name of 
religion, can restore secularism as well as 
the rights of women. 


mond trade is relatively transparent. 
Headquartered in Antwerp, Belgium, the 
trade is controlled by South Africa’s De 
Beers Corporation. Most of the traded 
diamonds are mined by Black labour in 
South Africa; with some coming from the 
Sovieth Union. This “natural ally” of 
liberation movements has no more qualms 
than the “leader of the non-aligned” and 
inarkets its diamonds through the South 
Africa!) monopoly, besides joining South 
Africa in the |old cartel. 

De Beers operates on its own and 
through various front companies, regis¬ 
tered in laundering centres like Bermuda. 
Our government-owned Hindustan Dia¬ 
mond Trading Company deab, obviously, 
with these London- and Bermuda-based 
fronts. 

India has become a centre for polishing 
South Africa’s rough diamonds for one 
simple reason—cheap labour. The cost of 
polishing a carat of diamonds is less than 
US $ S in India, as against S 25 in Israel 
or S 30 in Belgium. In Surat and the by- 
lanes of Bombay you can see the young 
workers, women and children, with a 
magnifying glass stuck in one eye, hudeUed 
over the polishing table. The vaJue of their 
labour power (and that too not all of it) 
is basically what India earns on the 
foreign market—ibr the De Beers mono¬ 
poly so adjusts the prices of roughs that 
there is not much more than this vnige 
margin (and, of course, the profit on 
capital employed) left to the Indian 
industry. 


South African Connections 

DN 


Diamonds have been an Indian export success story, but Indian 
firms engaged in the diamond trade, including the government’s 
Hindustan Diamond Hading Company, are not much more than 
middlemen making South African diamonds marketable—and 
respectable Nor are diamonds India’s only connection with 
South Africa. 
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The Indian firms, including the govern¬ 
ment’s Hindustan Diamond IVading 
Company, are then not much more than 
middlemen, making South African 
diamonds marketable—tmd respectable. 
On the one hand, they exploit cheap 
Indian labour; and on the other, they 
economically support the racist exploita¬ 
tion of Black labour in South Africa. 

Diamonds, however, are not India’s 
only connection with South Africa. An 
“angry and horrified witness to apar¬ 
theid’s brutalising effects” writes in The 
Statesman (October 20): “In Durban’s 
warren of shops, it is almost impossible 
to Hnd anything without an ’Indian’ label. 
The latest LPs of Indian film music, 
Indian-made musical instruments, Indian 
books and virtually all popular Indian 
magazines are regularly air-freighted and 
openly sold in South Africa. There is a 
continuous stream of assorted visitors— 
academics, artistes, religious pundits, and 
gurus of various denominations from 
India all round the year at the invitation 
of organisations of Indians who have 
joined the apartheid system in the hope 
of winning a better deal for themselves. 
Not so long ago, an Indian dancer was 
flown in from Bombay to act as a judge 
at a dance competition in Durban!’ 

Once in a while the Indian government 
may temporarily black-list some ghazal 
singers for having given concerts in South 
Africa. But overall the message is that 
India’s connection with the racist regime 
is strong and durable. 

Britain, US and Japan are rightly revil¬ 
ed for being open supporters of the racist 
regime The hidden supporters deserve no 
less condemnation, particularly when they 
wear the garb of “natural allies” and 
“friends” of the liberation movements. 

The Indian goveriunent is learning very 
rapidly the art of maintaining connections 
with both sides in the apartheid struggle. 
While carrying on a ‘business as usual' 
policy with South Africa (it is in line with 
this policy that the South African connec¬ 
tions of some of the cricketers in the 
Reliance cricket carnival are not even be¬ 
ing mentioned), the government has also 
started an “Africa Fund”, ostensibly to 
help the frontline states stand up to 
Pretoria’s blackmail. This fund, to be 
partly collected from the people, is to be 
used to enable the frontline states to buy 
Indian commodities. For a start, India will 
sell railway wagons to Zambia. So, the 
Africa Fund will be used to help secure 
a market for Indian big business, not to 
mention their respective TNC colla¬ 
borators. ‘Aid’ is an investment. 

Profit knows no morality other than 
that of accumulation. Human beings are, 
in this scheme, just so many animate ob¬ 
jects. from whom life is to be sucked out 


and metamorphosed into capital. The 
condition of the workers, whether in the 
sweatshops of Bombay and Surat or in the 
racist miflcs of South Africa, is of conse¬ 
quence. only to the extent that it affects 
accumulation itself. In theii dealings with 
the racist regime, liberation movements 
and frontline states, the various kinds of 
imperialists and aspiring subimperialists 


IN holding out the olive-branch to 
the Ikmils, the Sri Lankan president 
J R Jayew^ene played the coquette. His 
sudden love for the 'Bunils was to avert an 
impending military coup which would 
have swept him off the centre-stage of Sri 
Lankan politics. The fact of the impend¬ 
ing coup was admitted by Colombo after 
the Indian Peace Keeping Forces (IPKF) 
reached Sri Lanka on July 30. There were 
other compelling and immediate reasons 
as well, which forced Jayewardene to make 
peace with the Tkmils of the embattled 
northern and eastern provinces of the 
island nation. The Janatha Vimukthi 
Perumuna (JVP). which authored the 
1971 armed insurrection against Sirimavo 
Bandaranaika’s rule and preaches a blend 
of radicalism and Sinhala chauvinism, 
was threatening to stage a comeback in 
southern Sri Lanka. There were reports 
about the JVP’s innitration into the Sri 
Lankan defence forces. 

If India saw reason in Jayewardene’s 
proposal for peace, it was for its own 
reasons. Jayewardene^s offer to allow 
India to have its say in the use of 
strategically important TKncomalee port 
by foreign powers and to have military col¬ 
laboration with India was a sure tempta¬ 
tion for a country which wants to extend 
its regional suprema(:y in South Asia. For 
India to pursue peace in Sri Lanka is to 
pursue its own goal of gaining regional 
supremacy. South Block, which had 
ranted all along about the insincerity of 
Jayewardene in finding a solution to (he 
Thmil question in his country, suddenly 
found in him a saviour for the Ikmils. 

The Indo-Sri Lanka accord of July 28, 
which was based on these two different 
interests, has failed to get off the ground. 
If the Liberation Tigers of Ikmil Eelam 


are only following the dictates of their 
consciences, the subjective form of 
capital. Which is wl^ they can, without 
so much as batting an eyelid, mouth 
platitudes of supporting the struggle 
against racism, while continuing to pro¬ 
fit from their collaboration with the racist 
regime, lb distinguish false from true 
friends is not always an easy matter. 


(LTTE) is blamed today for the failure of 
the accord, that is only part of the truth. 
The most important factor which led to 
the collapse of the accord was the very 
nature of the accord. 

The most potent self-destructive clause 
in the accord is section 2.3 which provides 
for a referendum to be conducted latest 
by December 1988 in the eastern province 
to decide whether “the eastern province 
would remain with the northern province 
as one administrative unit” or not. This 
means, if the result of the referendum goes 
against the long-standing and principal 
Ikmil demand of creating an autonomous 
Ikmil province by merging the northern 
and eastern provinces, they will lose what 
they have fought for so long. Justifiably 
the Ikmils consider the northern and 
eastern provinces as their traditional 
homeland. There is sufficient evidence to 
show that this section of the accord is a 
deliberate device by the Sri Lankan state 
to leave the Ikmils high and dry after they 
surrender their arms. 

First, J R Jayewardene himself made it 
known that he was against merging the 
northern and eastern provinces. Soon 
after signing the Indo-Sri Lanka accord, 
he went on record saying he would cam¬ 
paign during the referendum against the 
meiger. This statement of Jayewardene 
betrays his true intentions. 

Secondly, Jayewardene, in the post¬ 
accord period, made blaunt efforts to 
discredit the LTTE in the eastern province. 
The original list of nominees suggested by 
the LTTE for the interim administrative 
council had a number of names from the 
eastern province, though it suggested the 
name of a Jaffna Ikmil, Sivagnanam. to 
head the council. Jayewardene rejected the 
names of the LTTE’s nominees from the 


Peace by Force: Lankan Tamils’ Tragedy 

MSS Pandian 


The armed intervention by India in the Jaffna peninsula has given 
added legitimacy to the LTTE which represents Tkmil national 
chauvinism in its most populist and ruthless form. If the Sri 
Lanka Ikmils have believed thkt national chauvinism is the answer 
to their national oppression by Colombo, this conviction is now 
going to be enormously strengthened. 


1950 


Economic and Political Weekly November 14, 1^87 



oistern province The LTTE tried to over¬ 
come the new situation by suggesting the 
name of a Batticaloa Eunil, Padmanatban, 
as the head of the council instead of 
Sivagnanam. Neit her J ayewardene nor 
India accepted the LTTE’s suggestion, the 
implication of which is only too clear. 
Jayewardene wanted to paint the LTTE as 
partisan, favouring the northern province 
Ikmils—a campaign point against the 
LTTE during the referendum. On this 
issue, nothing can be truer than what the 
political committee of the LTTE had to 
say in its statement dated October 13: 
“Jayewardene has had the wily idea of 
grabbing the eastern province of the 
Ihmils. That is why he rejected the selec¬ 
tion made by the LTTE from the eastern 
province for the interim administratis 
council.. 

Thirdly, the present day ethnic distribu¬ 
tion of population in the traditional Eunil 
strongb >ld of the eastern province is not 
in favour of the Ikmils. if traditionally the 
eastern province was predominantly 
populated by the Ikmils, today there is an 
equal numlxr of Tkmil Hindus, Moors 
and Sinhalese in the province. The main 
reason for this shift in the ethnic distribu¬ 
tion of population is that, during the last 
twenty years, the Sri Lankan state has 
been deUberately settling Sinhalese in the 
eastern province under state-sponsored 
land colonisation schemes. Land colonisa¬ 
tion by the Sinhalese under Gal Oya and 
Padaviya irrigation schemes are telling 
examples of how the Sri Lankan state 
wants to reduce the Ikmils to a minority 
in the eastern province. If the Sinhalese 
will not vote for the merger of the eastern 
and the northern provinces, the Ikmil- 
speaking Moors may also decide against 
the merger. Over the years, the Sri Lankan 
state has been successful in brewing trou¬ 
ble between the Ikmil Hindus and the 
Moors of the eastern province. Given 
these factors, there is a high probability 
of the referendum going against the Ikmil 
demand of merging the two provinces. 

Importantly, even after the Indo-Sri 
Lanka accord was signed, there had been 
cases of state-sponsored land colonisation 
by the Sinhalese in the eastern province 
and Jayewardene himself said, if neces¬ 
sary, he would deploy the Sri Lankan 
armed forces to provide security to the 
newly settled Sinhalese in tiie province: If 
a 23-year old LTTE cadre Amirthalingam 
Thileepan died in Jaffna after 12 days of 
protest fasting, one of his five demands 
was that India should stop Sinhala land 
colonisation in the eastern province. 

While the provision for referendum in 
the eastern province is a time-bomb set 
inside the kccord meant to destroy the 
accord itself after the Ikmil militants lay 
down arms, there sue other events that 


expose the insincerity of the parties to the 
accord in implementing the accord, y/e 
shall dte only one instance— the denial 
of anmesty to and the subsequent death 
of 13 LTTE cadres, including the LTTE’s 
Jaffna commander Kumarappa and Trin- 
comalee commander Pulendran. The Sri 
Lankan state denied amnesty to seventeen 
LTTE cadres arrested in the high seas of 
Sri Lanka and decided to fly them to 
Colombo for interrogation. In Sri Lanka 
interrogation is a honourable word for 
torture. The LTTE asked India to secure 
the release of its arrested cadres and 
forewarned that they would, otherwise, 
end their lives by committing suicide. 
India did not put sufficient pressure on 
the Sri Lankan national security minister 
Lalit Athulatmudali, who is more a 
Sinhala hawk than anything else; to abide 
by the amnesty provision of the accord. 
The LTTE men waited till the last ipinute 
and consumed their cyanide not anywhere 
else but on the tarmac of Palaly air-base 
minutes before they were to be flown to 
Colombo. It is an irony of history that 
Palaly was the very air-base where the 
LTTE representative Yogi received the 
general amnesty papers for the Ikmil 
militants from the Sri Lankan defence 
secretary general Attingalle on August 3. 

In this scenario where does one place 
the LTTE, the Ikmil militant organisation 
which is responsible for the cold-blooded 
murder of Sinhala civilians and fellow 
Ikmils belonging to rival militant orga¬ 
nisations? In one word, the LTTE stands 
for Tkmil national chauvinism in its most 
populist and ruthless form. The LTTE is 
the second tragedy of the Sri Lankan 
Ikmils, if the Sinhala chauvinism of 
Colombo is their first tragedy. It is un¬ 
fortunate that the armed intervention of 
the IPKF in Jaffna peninsula (Operation 
Pkwan) has given added legitimacy to the 
LTTE among the llunils of Jaffna penin¬ 
sula and thus paved the way to prolong 
this tragedy of the Ikmils. There are 
various means by which Operation Pawan 
has committed this historic blunder. 

First, during Operation Fawan, not 
only has the civilian population in Jaffna 
endured untold suffering, but a large 
number of them have lost their lives. Con¬ 
trary to the external affairs ministry’s 
claim, now one knows quite a bit about 
what happened to the dyilians in Jaffna 
at the hands of the so-called Indian Peace 
Keying Fbrees. The BBC correspondent 
Phil Jones, whom the LTTE smuggled 
into Jafftu by sea reported that civilian 
casualities in Jaffna ran into thousands. 
He also recounted how the Indian army 
reduced Tkmil business areas in Jaffna to 
rubbles. The Sri Lankan correspondoit of 
The Hindu, DBS Jeyaraj, who stayed in 
Jaffna from October 10 to 20, reported 


shelfing of and serial attacks on residential 
areas in Jafftu by the Indian army. 
According to his head-count about 200 
dviliaiu were killed and 300 ipjuied 
during the first ten days of Operation 
Pawan. He fiirther reported that local 
residents of Kokuvil confirmed the wide¬ 
spread rumour in Jaffna town that the 
Indian army killed 40 dvilians and run 
over seven of the bodies with heavy 
armoured cars as retaliation against the 
LTTE killing 29 Indian army comman¬ 
does. When Brig Man jit Singh of Indian 
army said, “the LTTE has achieved a cer¬ 
tain amount of success in maligning the 
IPKF’’, possibly he meant that the IPKF 
itself has done a substantial part of this 
job for the LTTE. 

Secondly, the LTTE cadres, who are 
mostly in their teens or early twenties, 
engaged the Indian army in fierce fighting 
for fifteen days. They died fighting the 
Indian aimymen or escaped into jungle 
hideouts to engage the IPKF in a war of 
attrition in future. But not a single LTTE 
cadre bartered away his or her gun for the 
amnesty oflered by the llPKF. The supreme 
commander of the LTTE, Velupillai 
Prabhakaran, whose capture would have 
earned the IPKF one million Sri lankan 
rupees from Jayewardene, did an incredi¬ 
ble disappearing act. The Tkmils of Jaffna 
peninsula will not overlook the immense 
self-sacrifice of these 'Qunil youth and will 
treat them as heroes. What they will 
obviously overlook, given the IPKF’s role 
in Jaffna, is the grotesque ideology of the 
LTTE. 

Thirdly, the Indian army never tried to 
convince the Tkmils that they were in 
Jaffna not to wage a war against the 
Tkmils. During Operation Pawan, the 
LTTE offered at least thrice (on October 
14, 17 and 21) to come to the negotiating 
table. But the Indian army never utilised 
any of these opportunities to declare a 
unilateral cease-fire which would have 
helped to counter the popular Tkmil 
opinion that the IPKF are Jayewardene’s 
mercenaries out to decimate the Tkmils. 
The LTTE took the brunt of Operation 
Pawan. 

In short, all these facts indicate that the 
bursts of gunfire one predicts will be 
heard from the jungle hideouts of the 
LTTE will have the popular support of the 
civilian population in the Jaffna penin¬ 
sula. Operation Pawan has given a longer 
life-span to what the LTTE stands for— 
Tkmil national chauvinism. If the 'Bunils 
have believed, though wrongly, that na¬ 
tional chuavinism is the solution to their 
national oppression by Colombo, now 
they are going to believe in national 
chauvinism more strongly and for a 
longer time. This is the worst thing India 
has done to the Sri Lankan Tkmils so far. 
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REVIEWS 


Social Science of Dependency 

Satya Deva 

The Other Side of Development: Social'Peycdudogical ImpUcationfl edited 
by K S Shukla; Sage Publications, 1987; pp 2SS, Rs 175 Otatdback). 


THE appearance ol a smny new book in 
social science fills us with hope, which, 
however, is often dashed as soon as we read 
it. Why does such destiny, reminding one of 
Greek tragedy, pursue most contemtrorary 
Indian social scientists? The collection of 
articles under review seeks to deal with 
“dysfuncdonal dimensions” of development, 
and might be expected to help in answering 
questions of this kind. However, it does so 
only indirectly, by showing how we often 
only end up becoming willing, even if 
unconscious, tools of imperialism and 
exploitation. 

K S Shukla,*in his introduction, is critical 
of ‘^ur continued allegiance to the >^tem 
model” in which “the economic aspect of 
development has invariably occupied a 
pivotal position and influenced all other 
aspects” (pp 8, 11). According to him, “the 
developmental model appeared to be an im¬ 
position on the local small scale industriet 
of this country. Daditional tools and techni¬ 
ques. .. were denigrated and efforts were 
made to replace them!’ “For the masses in 
India, the informal modes of interpersonal 
communication and relations continue to 
play a decisive role... Therefore; the masses 
of this country could not adequately assimi¬ 
late or digest these new and formal modes” 
(p 10). He, thus, without demur, accepts the 
imperialist view that countries like India 
should remain unindustrialised, and subject 
to exploitation by industrialised ones. He 
blindly accepts the view that in Indian 
philosophy there is “an emphasis on 
‘discard’ as a means and mechanism to at¬ 
tain solace...” (p 11), which has often been 
advanced by western writers to justify 
widespread poverty caused by imperii^t ex¬ 
ploitation. He does not realise that all tradi¬ 
tional religions have legitimised poverty for 
the many together with plenty for the few; 
nor that all traditional societies were marked 
by informal relations. Since he fails to make 
the elementary distinction between indus¬ 
trialisation and capitalism, the possibility of 
retaining the advantages of industry while 
doing away with the disadvantages of 
capitalism, completely escapes him. It is, in- 
de^, surprising that Indian scholars can so 
come under the influence of imperialist 
ideology as to miss much of the social 
thought of a century and a half. 

P R Dubhashi's ‘Overview’ provides a 
short summary of theories of development 
and concludes with an evaluation of the 
Indian experience. The summary is much 
too short and can. at certain points, mislead 


the student. Thus he says, “Amongst the 
political economists, it was Malthus who 
drew attention to the basic problem of 
development...” (p 24). Prefac^ with this 
eulogy, Malthus’ theory of population is 
then stated but without a word of criticism, 
as if it had been borne out by history. This 
theory lends support to the Indian govern¬ 
ment which has been propagating the view 
that increase in population has slowed down 
development, thus putting the responsibility 
for this on the poor. However, when one 
dons the mantle of an academic one has the 
duty to be objective: Dubhashi should have 
mentioned the present consensus that 
“population growth is not the primary cause 
of low levels of living, gross inequalities or 
the limited freedom of choice which charac¬ 
terise much of the Third World”.' He 
should also have referred to the thesis that 
development is the best contraceptive, accor¬ 
ding to which the responsibility would be 
that of the ruling class which did not pro¬ 
vide sufficiently for development. 

Dubhashi’s evaluation of “India’s ap¬ 
proach to development” has become bias^ 
due to his unwillingness to sec any problems 
at all. Thus he fails to note the increasing 
exploitation by multinational corporations, 
the increasing concentration of wealth and 
power within the country in the form of 
monopolies, economic and political cen¬ 
tralisation, and buieaucratisation; increasing 
unemployment and pauperisation coupled 
with a high rate of inflation; increasing 
sickness of industries coupled with unused 
capacity; the growing gulf between rich and 
poor, peasants; the growing ‘black money’, 
corrhption and environmental pollution 
caused mainly by big business; illiteracy 
which is increasing in absolute terms as well 
as brain drain; and the increasing use of 
violence by both, disgruntled sections of the 
populace and the government. Even this 
short list suggests that the central theme of 
the volume, which Dubhashi also echoes, 
namely, that while economic development 
has been attended to, political and soci^ 
development has been overlooked, is faulty: 
economic development itself has been lop¬ 
sided and tardy. Indeed, the very effort to 
separate out economic, social and political 
aspects constitutes reiHcation and is mis¬ 
guided. The real problem is that develop¬ 
ment in the mould of dependent monopoly 
capitalism has its contra^ctions in all flel^ 
including social and political ones; these are 
, iidierent in the former and can be adequately 
dealt with only through a holistic change. 


The ruling class, however, dismisses this 
holistic explanation as a monocausal one; 
so that various superficial erplanations and 
solutions, which do not pose a threat to it, 
can be found. 

On Both Sides 

Scholars like S C Dube, however, manage 
to be on both sides. On the one hand, he 
is convinced of the need to bring “the 
human dimension of development—the 
social and psychological factors—to centre 
stage” (p 43). On the other hand, he agrees 
that, “economic battles are being fought in 
the disguise of struggles for relipon, 
language, region, or ethnic cultural auto¬ 
nomy” (p SO). Such duality interferes with 
consistency in social theorising. What is 
worse, it can result in the search for low level 
solutions for high level problems. Thus his 
solution for social and psychological pro¬ 
blems of development lies in the search for 
“new techniques of management of change” 
(p 51). Now, techniques of management are 
usually considered after objectives, policies, 
programmes and methods have been decided 
upon, in that order. Hence, unless hi.s 
language has been unable to keep pace with 
his ideas, he has gone even below Merton’s 
level of middle range theories. 

Yogendra Singh’s all-embracing eclec¬ 
ticism makes him a good representative of 
confused theorists. His conceptualisation is 
partly Parsonian and Weberian, hypothesis 
are partly Marxian, and solutions are Gan- 
dhian. Thus ‘development’ does not suffice 
for hit as a concept; he often uses the 
phrase ‘development and modernisation’. 
The connotation of ‘modernisation’ as early 
as 1970, at the 7th World Congress of 
Sociology at Varna, was as follows: 

The reality of ‘modernisation’ as seen by 
sociologists from less developed countries 
was a reality of increasing neo-colonial 
dependency, an accumulation of wealth and 
power among westernised, ‘progressive’ or 
‘dynamic’ indigenous elites, increasing class 
and ethnic cleavages, a destruction of tradi¬ 
tional patterns of social morality and their 
replacement with a highly competitive rush 
for scarce wealth which could leave the 
masses even more deprived than before— 
often without the supportive social networks 
which made it easier to survive even rather 
poor pre-colonial feudal or subsistence 
conditions.^ 

This was the connotation of the term for 
sociologists opposed to the diffusion-of- 
innovation approach. Hinunelstrand reports 
that later the term all but disappeared also 
from the contributions of the proponents of 
this-approach. He, therefore, considers the 
term ‘expendable’, since “you avoid the 
negative affective load increasingly attached 
to that term”.^ It would be useful to know 
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wlqr ibgendra Singh thinks it to be 
vshuble 

Similarly, he is fond of the Farsonian 
category of ‘universality* and the Weberian 
oni of ‘rationality*. The difficulty with such 
terms arises from their being vi^e-loaded 
while the theory and method which gave 
birth to them claim to be value-neutral. 
Hence; legitimation of capitalist institutions 
can be couched in language; using these; and 
similar terras, which is seemingly scientific. 
Thus rationality has been defined as the 
fulfilment of given objectives. Now, dis¬ 
honesty (e g, in politics), torture (e g, by the 
police), and bribery (e g, in business), ^ get 
legitimised by being described as rational 
behaviour on the part of politicians, 
bureaucrats and businessmen. In the same 
way, when Yogendra Singh says that univer- 
salism and rationality are the “first prin¬ 
ciples” (p 56) of the Indian Constitution, he 
mainly succeeds in legitimising its bourgeois 
nature: after all. all the repression during the 
Emergency and the continuing oppression 
of the working class have the sanction of this 
Constitution. 

The desire to please everyone can create 
much confusion. Yogendra Singh says that, 
“The values of democracy, socialism and 
secularism which the .Constitution arti¬ 
culates are not, therefore, mirror images of 
the Western models as some scholars have 
often assumed. There is an Indian historical 
tradition built into these notions emanating 
from the national movement. One aspect of 
the uniqueness of these ideological prin¬ 
ciples is the continuity of traditions” (p 55). 
It is amazing to find a social scientist thus 
repeating what revivalists and obscruantists 
have been saying. How does he reconcile the 
slavery, the absolutism, the caste system, the 
oppression of low castes and of women, sati, 
polygamy and infanticide, which are very 
much part of the Indian tradition, with the 
values of democracy, socialism and secula¬ 
rism? 1 ater, however, he takes the Marxian 
position: “Communalism is largely a false 
consciousness in our society as it oidy serves 
to hide the structure of deprivations, nuunly 
social, economic and political... The Con¬ 
stitution offers a policy of equivocation 
towards religious ideologies. This policy as 
operationalised by the state in India has not 
promoted conscious neutrality or withdrawl 
with respect to religion, which could have 
strengthened rational secularism” (p 65). 
Thus according to him the Constitution is 
(i) based on the Indian tradition, (ii) based 
on universalism and rationality, and (iii) un¬ 
fair towards religious ideologies (of 
minorities). No pattern can emerge from 
such irreconcilable perceptions. 

Confused Theory and Facts 

While Yogendra Singh’s analysis is by 
turns functionalist and Marxist, his solu¬ 
tions are Gandhian: “What we require today 
is a rededication to the values of consensus 
and reoondliation, which is based on the 
philosophy of voluntary,sociali$m, a legacy 


of Gandhi” ^ 67). However, the attempt to 
stand simultaneously on thm stools soon 
lets him down. He suggests that “the in¬ 
telligent and enlightened public take upon 
themselves the task of organising a vast net¬ 
work of voluntary associations to articulate 
the'interests of the various specialised sec¬ 
tions of society” (p 67). The suggestion so 
far is in keeping with western practice: in¬ 
terest groups, such as trade unions, have 
been performing the important political 
function of articulating the interests of their 
members. However, Yogendra Singh is 
haunted by the Gandhian fear of politics: 
“In India, unfortunately, the political party 
and political organisation remain the sole 
outlet for both mobilisation and articulation 
of social, economic and cultural demands. 
This must, however, be supplemented by the 
creation of alternative chaimeis of demand 
articulation based on organisations run on 
rational legal principles to reinforce the 
values of cosmopolitanism” (p 67). It is sur¬ 
prising that Yogendra Singh* does not realise 
that interest articulation is es.sentiaUy 
political in character: after all, the function 
of the political system even according to a 
functionalist like David Easton is authori¬ 
tative allocation of resources. Also, interest 
groups may be said to be based upon the 
hallowed “rational legal principles**. On the 
other hand, Gandhi would never support 
what he would consider to be divisive 
organisations for selfish ends: be would 
rather have medieval village communities 
knit by ‘love* and ‘consensus*. Hence, Yogen¬ 
dra Singh's suggestion is not supported by 
any known political or social philosophy; 
to put it mildly, it is romantic in the 
extreme. 

Yogendra Singh’s facts are no less confus¬ 
ed than this theorising. Consider the follow¬ 
ing passages about the condition of the 
working class: “There has also been a 
change in the condition of the working 
classes... Their standard of living has im¬ 
proved but when compared to other castes 
and classes it has no doubt deteriorated” 
(p 60); “In aggregate terms, the statistics on 
the ownership of assets and property shows 
that the condition of the poor in most sec¬ 
tions of our society has remained static over 
the past thirty-five years of our experience 
in social and economic planning” (p 63); 
“the chasm between the rich and the poor 
has widened both in absolute and relative 
terms’* (p 66). Thus we are told by turns that 
their condition, in absolute tehns, has (i) im¬ 
proved, (ii) remained static, and (iii) deterio¬ 
rated. What conclusion are we to draw? 

H R Chaturvedi has made a dependable 
and short study of rural development; 
however, he also castigates the five-year plans 
for being basically economic (p 86). E^haps 
such criticism flows, at least partly, frmn the 
desire of sociologists and other non¬ 
economist social scientists to be given ad¬ 
visory jobs, like the economists, by the 
government. However, jobs are pvm for ser- 
vicesf^amour alone may not be sufficient 


fen obtaining them. The mason for altogeUmr 
ignoring the Integrated Rural Development 
Programme is not clear. 

M K Singh, in her article on crime; adopts 
the funaiOnalist framework. She says that 
“it is almost impossible to imagine a society 
free of crime”, and also that, “economic 
growth and development enteil the tendency 
of rising crime; it seems that this is the price 
that every nation has to pay for growth and 
prosperity” (p 112). Even though Durkheim, 
upon whom she depends so much, might 
support these statements, they remain ques¬ 
tionable. If Aristotle^s inability to imagine 
a society without slavery did not stand in the 
way of the abolition of slavery, why should 
Durkheim’s inability to imagine one without 
crime stand in the way of the abolition of 
crime? Also, after the socialist revolution in 
China, while the economic growth rate went 
up fast the crime rate went down. How long 
will the thinking of Indian scholars remain 
bound by the theory and experience of the 
degenerate western society? 

Fascination for Behavioural 
Methods 

The article on women and crime 1^ K S 
Shukla and Rekha Saxena deals with an im¬ 
portant subject. Unfortunately, however, 
weaknesses in the theoretical base, nature of 
the data and their analysis detract greatly 
from its value Thus the authors hypothesise 
that, “since a low social status has been 
ascrined to women... their activities, even 
those of law-breaking and of similar 
criminal nature, go unnoticed”, and again, 
“if a woman steals a baby, the act is treated 
casually because it is believed that the 
woman is weak” (p 26). In fact, however, low 
social status makes a person suspect. The 
law (particularly sections 107-110, read with 
sections 41-42 of the Code of Criminal Pro¬ 
cedure) in reality defines criminality in terms 
of a person’s status or circumstances. The 
offence may be no more than being unemp¬ 
loyed and having no visible means of sup¬ 
port. Beginning in colonial days, this law is 
still used by the politx for questioning, sear¬ 
ching, detaining or arresting persons merely 
on the suspicion that they-may commit a 
crime. The Delhi Police Commission has 
said that “the policeman’s lepression and his 
corruption make a greater impact on the 
poorer individual than on the richer”.* 

The authors have used secondary data, 
obtained mainly from official agencies. Un¬ 
fortunately official statistics of crime are 
notoriously undependable. The Punjab 
Police Commission has noted that “the 
police refuse to register about 65 per cent 
of crime cases in the [national] capital”.’ 
Hence dependable figures of crime can be 
obtained only through a survey conducted 
by the researcher. 

A table cited by Shukla and Saxena gives 
the rate of female arrests for the years 
1971-80. By comparing the rate for only two 
years, namely 1971 and 1980, the authors 
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draw the conclusion that "in ten years" "the 
rate of their arrests has increased by about 
130 per cent showing a ten-fold increase'’ 
(p 126). The conclusion is mistaken, first, 
because the chance factor has been ignored. 
Thus if, instead of comparing the rates for 

1971 and 1980, they had compared those for 

1972 and 1979, they would have found a 
decrease. Hence the trend should have been 
worked out more carefully. Secondly, how 
is 130 per cent equivalent to ten fold? The 
mistakes may be elementary, but that itself 
indicates' that our great fascination for 
behavioural methods continues to create 
problems for us. 

B B Guide’s article on "privileged class 
deviance" focuses on a much neglected 
aspect. His endeavour deserves our apprecia¬ 
tion. However, as he himself notes in the 
conclusion, "there is a need to develop a 
better theorisation". Thus the category of 
"privileged class” needs leflnement: the very 
purpose of a theory is to make our percep¬ 
tion focused and fine On the contrary, if our 
impressions alone guide us, we remain super¬ 
ficial. B B Pande includes trade union 
leaders in the privileged class. Now, in our 
society at least, trade union leaders can come 
to belong to this class only through their 
links with industrialisation. 'The maintenance 
of private armies or mafias, to which there 
is a reference, require money: it can come 
only from those who have it, namely land¬ 
lords, industrialists or ruling politicians. 
These factors only get accentuated in Bihar 
due to the greater gulf between the rich and 
poor. Inclusion of trade union leaders in the 
’privileged class' without reference to this 
framework would be capitulation to the 
mafias of the rich. Similarly, the statement 
that, "the rich engage in crime as much as 
the poor and powerless” (p 158) needs to be 
modified: if half the economy of India is 
biack, certainly, the rich indulge much more 
in crime than the poor and powerless, at 
least in economic crime. As to other crime, 
one divisional commissioner told the 
reviewer that ruling politicians demanded 
that five murders and flve rapes should be 
permissible for each of them. 

Gangadhar Jha has written a welt-docu¬ 
mented article on urban development. 
However, despite his efforts, he, lilw most 
of us in the academic field, remains a 
prisoner of bourgeois biases and assump¬ 
tions. Thus, he perceives a “shrinking local 
resource base” (p 178) for urban develop¬ 
ment; he is critical of the allocation (4 per 
cent) in the Seventh Plan for it. 

Most of us are now so impregnated with 
the ideology of the welfare state, that we 
rarely see its true face: the origin of the 
welfare state lies in the effort to solve pro¬ 
blems created by industrial capitalism. V^e 
the profiu of capitalist industry go mostly 
to the bourgeoisie, the costs of dealing with 
problems like industrial pollution, slums, in- 
dustrU diseases, large-scale unemi^oyinent 
earned by the business cycle and the Ques¬ 


tion and training of workers and managers, 
have, thus, to be borne by the common man 
through indirect taxes wldch constitute most 
of the revenue of our state. It is to legitimise 
this injustice that the term ‘welfare state* is 
used. Having internalised this ideology , we 
naturally expect that the state should pro¬ 
vide more and more for urban development. 
However, it would be only fair for the pro- 
nts of industry and business to provide for 
the housing of workers and managers. If this 
resource, which largely remains untapped, 
were utilised, urban development would no 
longer pose a problem. 

Jha laments that “rural development is 
regarded as desirable and urban development 
as undesirable” (p 178). This indicates that 
even he has been taken in by the rhetoric of 
the ruling class. The fact is that the alloca¬ 
tion under various other heads, particularly 
social services such as health, education and 
labour welfare, is spent mostly in cities and 
towns, but is not shown under the head 
‘urban development’. After all, most hospi¬ 
tals and educational institutions are in the 
cities and towns: the allocation for the hous¬ 
ing of their staffs is also in the name of 
health and education. He also forgets that 
lakhs of villages still do not get clean drink¬ 
ing water, which is the first essential for good 
health, considering the fact that diarrhoea 
is the biggest killer of babies in India. How 
long shall we consider those living in villages 
to be sub-human? 

Also, it needs examination as to how 
much money continues to be spent on so- 
called beautification. Much of it is really 
uglification, as anyone who has seen the 
gaudy-coloured fountains, engineered 
beauty spots and monotonously repeated 
photographs of ruling leaders, would testify. 
Even if more allocation were made, much 
of it would be wasted in this fashion. 

In his study of juvenile delinquency, 
K S Shukla again depends upon "Hgures as 
collected and collated by the police’’ (p 185). 
Since he does not have a viable theoretical 
framework, there is not much clarity even 
as to^what data he needs. Indeed, he is con¬ 
scious of the problem: "More well designed 
and planned studies need to be undertaken” 
(p 202). What is most unfortunate, however, 
is that he gets so lost in the highfalutin ter¬ 
minology of'systems theory that he is uiuble 
to retrieve whatever snippets of v^ue his 
work does have Thus according to the data 
for 1973-80, 95 per cent of the delinquent 
children were drawn from families with a 
monthly income of Rs 500 or less, while 
more than 70 per cent came from families 
with a monthly income of less tha Rs ISO 
(p 187). He also notes that delinquency is 
caused by the coming together of a number 
of factors associated with poverty, such as 
a broken home, type of neiQbourhood, low 
educational status and availability of models 
for ddinquency tearning. StUl, while discuss¬ 
ing the strategy of intervention he is chary 
of drawing the obvious conclusion that 


poverty alleviation is likely to go a long way 
in dealing with the problem. 

Ivory Tower 

P M Bakshi’s article aims at a comprehen¬ 
sive examination of the law’s response to 
developmental and deviance. It is a thought¬ 
ful article However, reading it gives the feel¬ 
ing of being in an ivory tower, and one has 
to bring himself down to earth with an 
effort. 

Bakshi starts by looking at life holistically 
but soon overstates the case for taw: "A 
world fit for future generations can result 
only from a translation into legal form, of 
policies that recognise man’s diverse needs” 
(p 208). In the real world, however, the law 
is mostly used by the rulers for selfish gains 
in the short term. Let us take some recent 
examples. The law has been amended to 
deny to divorced muslim women and their 
children the maintenance which was their 
right according to the earlier law as inter¬ 
preted by the Supreme Court, in the face of 
opposition from advanced sections of the 
muslim community. The Commissions of 
Inquiry Act has been amended to deny to 
the ‘sovereign’ people vital information 
about their society. The Companies Act has 
been amended to legalise donations by 
business firms to political parties. Are these 
changes intended to help the party in power 
or the future generations? Of which heavenly 
law is Bakshi talking? 

While mentioning the causes of corrup¬ 
tion, Bakshi leaves out the most important 
one, namely the collusion between politi¬ 
cians and businessmen, whereby the former 
obtain election funds from the latter in 
return for preferential treatment. Hence the 
Prevention of Corruption Act becomes a 
nullity; for, who is to enforce it? Similarly, 
environmental pollution is mostly caused by 
industries; the law against it remains most¬ 
ly on paper. Under the circum.stances, how 
does the law benefit the society? 

The question of enforcement brings in 
that of the judiciary also In recent times the 
judiciary has been passing through a crisis. 
The Law Commission, in its 14th report, 
referred to the general impression that in¬ 
fluence exerted from the highest quarters 
had been responsible for some appointments 
to the Supreme Court. As for the high 
courts, it said that, “the almost universal 
chorus of comment is that the selections are 
unsatisfactory and that they have been in¬ 
duced by executive influence”. Other factors, 
such as supersession and transfer of judges, 
and the continuation of acting chief justices 
for years, during which period new judges, 
unacceptable to earlier chief justices, ate ap¬ 
pointed, have tended to further erode faith 
in the judiciary’s independence. If men of 
learning, like P M Bakshi, overlook vital 
problems of this kind, who will take care of 
the future generations? 

P D Sharma’s article on social disorgani- 
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satibn and the police is comprehensive in its 
coverage and does indicate the effort to be 
objective, although it says little that is 
new. 

Paradoxically enough, much obstruction 
to Sharma, in the expression of his ideas, 
is caused by words. One great harm which 
Ihlcott Parscms did to social science is to 
start the vogue of writing in a manner which 
interferes with clarity. In his own termino¬ 
logy, this may be functional: legitimation 
may be more effective if it is couched in big 
and difncult words and phrases, even as 
priests use Sanskrit or Latin instead of the 
common man’s language. However, for 
those, like us, who often use a foreign 
language, over which mastery is difficult if 
not impossible, love of big words poses the 
dual risk of lack of correctness and clarity. 
In any case, mudi more is lost than is gained 
by a style which expresses more the desire 
to impress than the writer’s ideas. Consider 
the following passage, chosen at random 
from Sharma’s article (p 226): 
Notwithstanding the appreciable side of 
developmental gains in terms of social 
change and economic progress, the students 
of social disorganisation and deviance can 
discern some very specific tendencies 
characterising group relationships of in¬ 
dividuals, institutions, governments and the 
system as a whole. Anxiety for and the 
development of resultant competition, affects 
the haemostasis (sic) which may become 
susceptible to deviant tendencies. 

What the writer says may be put in simpler 
words as follows: ‘Development results not 
only in progress and prosperity, but also in 
deviance and social problems, leading to in¬ 
stability! We may note in passing that the 
word ‘homeostasis’ (which has been misspelt 
twice in the article, on pages 221 and 226) 
has'been used unhappily, if not wrongly. 
Homeostasis does not mean equilibrium: it 
is the process which makes for physiological 
equilibrium in an organism. Hence it would 
have been better to use the phrase “disturbs 
the equilibrium ’ instead of “affects the 
homeostasis”. 

Lagging Behind 

When we consider the volume as a whole, 
we find that most of the writers adopt, 
consciously or otherwise, a functionalist 
framework. This indicates how social science 
in India has lagged behind. Thus the Inter¬ 
national Sociological Association’s tesearch 
committee on ‘Economy and Soceity’ con¬ 
ducted a survey in 1980 among international¬ 
ly recognised scholars of the economy and 
society who happened to belong to the US. 
Canada, W»tem Europe and Latin America. 
The questionnaire was sent to 300 scholars 
of whom 100 repUed..'Bvo of the questions 
In this questionnaire were as follows: 
(i) ‘What theoretical position and methodo¬ 
logical approaches do you believe are most 
often used in the study of the economy and 
soceity?’ gnd (ii) ‘Have any theoretical orien¬ 
tations or methodologies come to assume 


special importance or salience in the past 20 
years (1960 to 1980)?’. The responses have 
been summarised in the report of the 
research committee as foilows: “Practically 
all or 90 per cent of our respondents in¬ 
dicated that Marxist or neo-Marxist ap¬ 
proaches are most often used in the study 
of the economy and society. Even ‘ciassical’ 
economists who replied to our questionnsure 
acknowledged this orientation qnd admitted 
its growing salience in the past 20 years for 
the study of the economy and society!’* 
Thus while many of the best social scientists 
of the world have been moving in this direc 
tion of using Marxist or neo-Marxist ap¬ 
proaches, most Indian social scientists 
remain bogged down in functionalism. 
While in the west the post-behavioural 
revolution was proclaimed to have taken 
place about two decades ago, in India many 
social scientists continue to spend much of 
their time in learning behavioural techniques 
and jargon. The reason for such backward¬ 
ness seems to be that functionalism- 
behavioiiralism constitute the best available 
ideology for our dependent monopoly 
capitalism. New social science knowledge 
can be expected to grow only if our social 
scientists try to study the real problems, 
which are often related to exploitation and 


THE surge of interest in the Raj in recent 
years could be dismissed as just another in¬ 
stance of the swings of fashion, which touch 
even the literary and academic worlds. This 
particular swing has produced a substantial 
crop of literature of a wide range—from 
novels, memoirs, biographies and such like 
to more serious studies of various aspects 
of the Indian economy, society and polity. 
This book, a doctoral dessertation, belongs 
to the latter group and is remarkable in that 
it covers a relatively neglected aspect of a 
well-researched area. While there are books 
on the pioneering of industries such as plan¬ 
tations by the British, as also on missionaries 
and the socio-religious activities during the 
British period, there has been no effort to 
look at the “non-offidal British” as a group, 
in its entirety. This book deals with the 
British who came to India not to rule directly 
but to make money, build a career or fulfill 
a vocation as planters, industrialists, traders, 
missionaries, educationists, etc. It is hence 
not area-specific, either in a geographic or 
functional sense 

This is a vast canvas indeed and the 
author gives an indication of the limited 
scope of his study in his Preface His first 
objective is to ‘^tabiish the composition of 
the British non-official community... to 
study thdr activities in a great variety of 
worlds”. The second and more important 


poverty, through methods such as action 
research.^ The quest for truth must be com¬ 
bined with the struggle for social and 
economic justice and the determination not 
to be dissuaded b*/ the rewards and 
punishments administered by the rulers in 
their own interest. 
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objective is “to demonstrate the manner in 
which the members of the community orga¬ 
nised themselves and operated as interest or 
pressure group in a period notable for dra¬ 
matic change in the economic and political 
life in India”. (The reason why the study stops 
with 1920—though not explained by the 
author—is relevant to the latter objective. By 
that year, the impaa of the Indian na¬ 
tionalist movement had come to be felt and 
certain constitutional changes had been for¬ 
mulated, seeking to enlarge the involvement 
of Indian in the governance of their coun¬ 
try. Renford’s central thesis is concerned with 
the response of the non-official British to 
these changes. 

The “great variety of worlds” in which the 
community established itself, grew and 
flourished is described in the first half of 
the book. The author draws a distinction 
between the ‘mainstream’, the planters, in¬ 
dustrialists and traders, areas where the 
pioneering traits, enterprise and organisa¬ 
tional skills of the British were evident— 
and the ‘sidestream—the missionaries, 
educationists and other professiomils whose 
activities were in social rather than economic 
areas. It is understandable that thp former 
class should receive greater attention in the 
study as they held more potential for the for¬ 
mation of effective pressure groups. All the 
same, one does feel that in place of some 
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very detailed account*, such at that of the 
legMative regulation of the tea industry, a 
more complete picture of the British mis¬ 
sionaries and their work would have made 
the book more balanced. Not much is said, 
for instance, of the relationship between 
British missionaries and those of other na¬ 
tionalities. While the missionaries work in 
the field of education is dealt with in some 
detail, their significant contribution to 
public health receives only passing mention. 

More glaring is the cursory glanCe best¬ 
owed on journalists and newspapers. IVue, 
there are numerous references to what the 
British-lndian newspapers, especially the 
Englishman of Calcutu, had to say in the 
heated debate raised by the llbert Bill. There 
are also some references to journalists, 
including the maverick, B G Horniman. But 
there is no comprehensive picture of the 
British newspapers and newspapermen in 
India. The two paragraphs towards the end 
of the book, read like a hurried list, included 
as an afterthought. 

Even in regard to the ‘mainstream’, the 
treatment is somewhat uneven. In some 
areas, it is overloaded with detail, so much 
so that the readers start wondering as to the 
main thrust of the study. Several interesting 
facts have been put together, at least some 
of which could have been pursued further 
with profit. For instance, it is said that the 
indigo industry was sustained as part of the 
mechanism for the remittance of the India 
government’s Home Charges (p 39)—a state¬ 
ment that is not further elucidated, not even 
with a footnote. Similarly, the connection 
between the success of the Indian Jute 
Manufacturers’ Association (IJMA) and the 
managing agency system as it operated in 
Bengal could have borne further elabora¬ 
tion. There are some suggestions of inter¬ 
regional differences in the nature and degree 
of protest against the llbert Bill—the sub¬ 
ject which stirred the non-official British 
most during the period surveyed. There are 
also statements indicating that Calcutta- 
based organisations such as IJMA and the 
Calcutta Chamber of Commerce were more 
cohesive and effective than their opposite 
numbers in Bombay or Madras. These arc 
points that could have been pursued furthei 
with some propositions such as the proximi¬ 
ty to the capital of India, the economic 
signiHcance of Bengal, etc 

Pressure Groups 

The original contribution in this book lies 
in the tracing of the establishment and 
growth of the various organisations repre¬ 
senting the interests of individual groups and 
linking this up with the formation of 
‘pressure groups’. The author has obviously 
done a great deal of work in sifting through 
the records of a large number of associations 
of trade and industry and as a result we have 
authentic and valuable information on this 
aspect of institutional development imBritish 
India. Htmever, the details given of the pro¬ 
gress of certain associations sometimes 


seems disproportionate in Uie context of the 
stated objectives of the study. Thus, after 
reading a good deal about UPASI (United 
Planters Association of Southern India) it 
comes as someting of an anti-climax to be 
told that this body’s entire tea interests were 
“little more than those of the single house 
of James Finlay in the north’’ (p 355). 

The emergence of the European and 
Anglo-Indian Defence Association, as a 
direct consequence of the llbert Bill, receives 
exhaustive examination. The Bill (introduced 
in 1883) proposed to extend to Indian 
covenanted officials the power to try Euro¬ 
peans charged with criminal offences. The 
proposal arose out of sheer administrative 
necessity, because of the trouble and expense 
of sustaining the principle that Europeans 
could be tried only by the High Court in one 
of the Presidency towns. Ironically, no mpre 
than a small handful of Indian officials were 
actually of a rank eligible to etercise the 
proposed powers at that time (p 228). These 
considerations in no way affected the storm 
of protest that followed the proposal—protest 
in which there was some significant partici¬ 
pation by the official British as well. The role 
of the defence association in formulating 
and voicing the protest is dealt with in detail. 
Once the Bill was watered down to an inno¬ 
cuous consistency, the defence association 
lapsed into slumber. This development is 
traced minutely, with lavish documentation 
and repetitive stress, apparently to support 
the author’s thesis that the non-official 
British failed significantly in influencing the 
government of India in the long run, and 
hence had “helplessly to watch an Indian 
ascent and their own political decline’. 



On the.reuoiu fat this, Renford piesenu 
ample evidence There was more to divide 
than unite the non-official British. Hiere 
were sharp differences in interests eve>* 
within a small and seemingly homogeneous 
group such as the planters, or wen tea 
planters. Hmce each group acted from nar¬ 
row sectarian interests rather than the com¬ 
mon good. From this argument. Renford 
proceeds to pose the question—in the con¬ 
cluding paragraph of the book—whether the 
formation by the non-official British of ef¬ 
fective pressure gioups could have “prevented 
or much reduced the gains which Indian na¬ 
tionalism made^. His conclusion; not in the 
long run, but the advance could have been 
delayed. 

This sort of facile reasoning stems essen¬ 
tially from the advantage of hind-sight 
which should not be pressed too fhr. In 1920, 
the British, both official and non-official, 
could hardly have looked ahead to the 
developments of the thirties and forties. The 
“myopia” that Renford attributes to the 
British community in India is a common 
failing through the ages, afflicting all socie¬ 
ties and communities, the exceptions being 
only among individuals, and that too con¬ 
fined to a very small number of far-sighted 
men. Apart from divided and conflicting in¬ 
terests, the illusion of permanence—of the 
Ral and the stability that it stood for—surely 
contributed to the indifference of the non¬ 
official British to what is now seen as their 
long-term interests. As for the speculation 
on what might have happened had the com¬ 
munity been more perceptive, would it not 
be equally valid to ask what would have hap¬ 
pened had the Indians been more united? 
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Reservations Policy Revisited 

D L Sheth 

The reservations policy is being questioned today both at the level of principle and the level of operationalisa¬ 
tion. 7Wo inter-related questions are posed: (i) are reservations consistent with the principles of equality and 
secularism as enshrined in our Constitution? (ii) what criteria for identifying beneficiaries should be devised, such 
that they promote, rather than militate against, the basic values and goals of social transformation envisaged 
in the Directive Principles of State Policy laid down in the Constitution? In the light of these questions this paper 
examines the policy of reservations and its rationple, evaluates its performance and makes some suggestions for 
making the policy more effective. 


THE anti-reservation agitations which 
began in the late seventies in Bihar and 
spread to other parts of the country seem 
to have succeeded in two important respects. 
At one level, they have succeeded in reopen¬ 
ing the basic issue of the validity of provi¬ 
sions of positive discrimination for, and 
preferenti^ treatment of, the weaker .sections 
of society—a policy dtnbedded in the con¬ 
stitution of India. At another level, the agita¬ 
tions have forced the state to restore the 
status quo ante with respect to further 
implementation of the policy, in a state like 
Gujarat where the agitations were more per¬ 
sistent and virulent, they have forced rever¬ 
sals of policy on the government. Even if we 
discount the rhetoric employed by the anti- 
reservationists, which often resulted in 
escalating their demand to total abolition of 
all forms of reservations and preferential 
treatment, the impact that the agitations 
have made on the minds of the policy makers 
and of the intelligentsia in the country is 
quite significant. The agitations have in fact 
been able to exercise political power and in¬ 
fluence quite out of proportion to their bases 
of support in the society. 

The policy is now questioned both at the 
level of principle and the level of opera¬ 
tionalisation. TWo inter-related questions are 
posed; (i) Are reservations consistent with 
the principles ol equality and secularism as 
enshrined in our constitution? (ii) What 
criteria lor identifying beneficiaries should 
be devised, such that they promote, rather 
than militate against, the basic values and 
goals of social transformation envisaged in 
the directive principles of state policy laid 
down in the Indian constitution? It is in the 
light of these questions that we shall examine 
in this paper the policy of reservations and 
its rationale, evaluate its performance and 
make some suggestions for making the 
policy more effective. 

The Policy and Its Rationale 

It should be remembered that reservations 
are part of a much larger policy package It 
comprises a series of legislations, 
ameliorative programmes and preferential 
schemes, designed to benefit the weaker sec¬ 
tions of the society. The package has evolved 


over a long period of time and has been ad 
ministered by the central as well as the state 
governments. Although the history of these 
policies dates back to the first decade of this 
century, the present set of policies 'derive 
their legal status and legitimacy from the 
Indian constitution. 

The overall package, as it operates today, 
is addressed to three sets of policy goals. 
First, to remove social and religious 
disabilities of certain specified groups suf¬ 
fering disabilities on account of their social 
segregation and spatial and cultural isola¬ 
tion; namely.thc Scheduled Castes (SC) and 
Scheduled Tkibes (ST). Second, to facilitate 
and promote equal participation with others, 
of all socially disabled and disadvantaged 
groups in organised sectors of the country’s 
economic and political life. This is sought 
to be achieved through provisions for 
preferential treatment in education, in 
government employment, reservation of 
seats in parliament, sute legislatures and 
local bodies and through Other ameliorative 
measures and schemes designed to improve 
their life chances. With exception of reser¬ 
vations in legislatures the other preferential 
measures are not confined only to the 
scheduled castes and scheduled tribes; they 
also extend to the category described in the 
constitution as socially and educationally 
backward classes of citizens, better known 
as the CMhbr Backward Classes (OBC). Third 
to protect, if necessary through legislative 
action and executive orders, all these groups, 
also described in the constitution as weaker 
sections of society, or simply, the backward 
clas.ses, from all forms of social injustice and 
exploitation. 

Reservations, along with other measures 
of protection and upliftment of the weaker 
sections of society, should thus be viewed as 
an instrument of a larger social policy of the 
state addressed to a long-term goal of 
creating a civil society through extending 
effective citizenship rights to the vast sec¬ 
tions of the popualation who have been 
historically deprived and marginalised. 

In articulating these goals, the policy has 
acquired multifarious contents of which 
reservations is one Thus, we have a series 
of laws which aim at removing disabilities. 


such as, the untouchability offences act of 
1955, the subsequently amended and tight¬ 
ened protection of civil rights act of 1976, 
the legislation to prevent forced labour, the 
amended criminal tribes act of 1952 remov¬ 
ing the legal disabilities suffered by the so- 
called criminal tribes. We also have protec¬ 
tive laws preventing alienation of tribal 
lands, regulating money-lending and provid¬ 
ing debt-relief and legal aid to the weaker 
sections. Besides, there are schemes and pro¬ 
grammes for land allotments, housing, 
scholarships, subsidies, etc, aimed at pro¬ 
viding physical security and promoting 
occupational mobility of these groups. The 
five- year plans have a special feature in the 
form of tribal sub-plans and scheduled 
castes components of plans. The most signi¬ 
ficant and now a controversial aspect of the 
policy is however the provision of reserva¬ 
tions. Although these provisions arc based 
on the same values and rationale that inform 
other parts of the policy package, their im¬ 
pact is felt adversely and directly by those 
outside the beneHciary groups and that too 
in the vital area of social mobility where the 
means of mobility are always scarce and 
competition intense. 

The beneficiaries of the reservations com¬ 
prise three types of communities: ex-un¬ 
touchables designated as scheduled castes 
(SC) (over 104 million), the spatially and 
culturally isolated communities of tribals 
designated as the scheduled tribes (ST) (over 
51 million) and the vaguely defined category 
of the socially and educationally backward 
classes of citizens called OBC (an e.stimated 
300 millions). The OBC is a category con¬ 
sisting of a wide array of groups in need of 
preferential treatment, but it docs not have 
any centrally identifiable, systemic characteri¬ 
stics such as social segregation or spatial 
isolation found respectively in the case of 
SCs and Slk. By and large, the groups in the 
OBC category are at the lower rungs of the 
sudra castes socially disadvantaged in terms 
of occupational mobility and have, in the 
past, suffered from different degrees of ritual 
prohibitions. 

Let us now briefly review the extent of 
benefits each of the above categories is en¬ 
titled to receive and has, in fact, been 
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receiving. For the scheduled castes and the 
scheouled tribes reservations are made for 
seats iii the legislatures, in government 
employment and in educational institutions, 
in proportion to their strength in the popula¬ 
tion. For jobs in government services and 
seats in the educational institutions only 
those who meet certain minimum prescribed 
standards qualify. These standards are fixed 
with reference to the prevailing competitive 
standards for all. except that in the case of 
the scheduled castes and scheduled tribes 
candidates they are relaxed or lowered only 
to a certain degree. 

For the other backward classes there is no 
provision for legislative reservations, nor 
reservations in government jobs and educa¬ 
tional scats, in their case, are mandated by 
the constitution. Instead the matter of reser¬ 
vations for the OBCs in these two areas is 
left to the discretion of the state govern¬ 
ments. Thus, there are no provisions of reser¬ 
vations for the other backward classes in 
central government services. Since the con¬ 
stitutional provision in their case are only 
enabling, and not mandatory, no such re¬ 
servations for them exist in West Bengal, 
Orissa, Assam, states of North-East, 
Rajasthan or in any Union Territory. It is 
only since the mid-seventies, thanks to elec¬ 
toral pressures, that the states of north India 
and'Gujarat and Maharashtra have begun 
to extend the benefits of reservations to 
other backward classes. But the extent of 
benefits is quite moderate in these states. 
Compared to their massive strength in the 
population the reservations made for them 
are only 10 per cent in Gujarat, 14 per cent 
in Maharashtra, IS per cent in Uttar Pradesh 
and 14 per cent in Himachal Pradesh. For 
entrance in prized educational institutions 
standards are only marginally lowered for 
them. For example, all the OBC students ad¬ 
mitted between 1979-80 and 1983-84.under 
the reservation provisions in a medical 
coltege in Ahmedabad had obtained between 
76 and 79 per cent marks at the Std XII 
examination.' 

The story is quite different in the south 
Indian states. There reservations for the 
other backward classes have existed, in one 
form or the other, for over half a century. 
The extent of reservations there has reached 
the point of saturation, covering almost their 
proportional strength in the population.^ 

PERFORMANCE 

What has the policy achieved? Even aHer 
half a century of preferential treatment only 
negligible number of the SC, ST and OBC 
officers can be found in Class I positions 
of the government services. For example, of 
ail the Class I officers on the rolls of the 
central government in 1979, only 5.68 per 
cent belonged to the scheduled castes and 
scheduled tribes taken together and mere 
4.69 per cent came from the OBC category.^ 
In the public sector, in 1975, there were only 
1.4 per cent scheduled caste and 0.6 per cent 
scheduled tribe officers in Class I positions. 


A 1971 stimy of Indian managers showed 
that only one per cent among them came 
from all the thrw categories of the backward 
classes taken together.* In the north Indian 
states and in Gujarat and Maharashtra the 
utilisation rate of reservations in government 
services and educational institutions by the 
other backward cla.sses is much less than the 
allocations made for them. For example, in 
Gujarat, against U> per cent reservation, the 
utilisation of seats by the OBC students in 
the engineering and medical colleges has not 
exceeded 5 per cent since 1980.’ The unfill¬ 
ed seats have since been dereserved and 
made available to the non-backward popula¬ 
tion. To sum up, the backward classes have 
registered some progress in social mobility 
through reservations. But their presence in 
professional and white collar jobs is, even 
today, insignificant. 

Clearly, the provision of reservations is 
not enough. For reservations to improve the 
life chances of the socially disadvantaged 
significantly, other components of th£ policy 
will have to show a much higher operational 
efficiency. The low rates of utilisation, for 
instance, are indicative of the poor perfor¬ 
mance of the entire policy; for utilisation is 
essentially a function, not of availability of 
benefits, but of the capacity of the poten¬ 
tial beneficiaries to receive the benefits. For 
developing this capacity, effective perfor¬ 
mance of other aspects of the policy is equal¬ 
ly, if not more, important. For example, in 
Maharashtra and Gujarat, the scheduled 
castes have, over the last decade, reached the 
national level of the literacy. More impor¬ 
tantly, over the last ten to fifteen years, the 
number of scheduled caste graduates, post¬ 
graduates and professionally trained gradu¬ 
ates has increased phenomenally in these 
states. Their number runs into thousands. 
This has obviously increased their capacity 
of receiving benefits of reservations. Given 
the very low ba.se of the sixties there has been 
a rapid increase in the number of SCs in 
government offices and in educational in¬ 
stitutions making their presence more visi¬ 
ble in the eighties. And yet. even in these two 
states the rate of utilisation by the SCs and 
STk remains considerably low compared to 
the extent of allocations made for them. 

lb a significant extent it is this improve¬ 
ment in the rate of utilisation that has led 
to elite resentment and agitations against the 
policy. It is not accidental that the mi\-dalit 
agitations have since acquired a persistent, 
even vicious, character in these two states. 
Ironically enough, it .seems, the degree of 
protest against the policy is related to the ex¬ 
tent of its successful implementation. Here 
lies the paradox; when judged by the policy's 
own objectives and the values and goals that 
underlie it, its performance on all counts is 
much below any reasonable expectation. In 
no event, does it pose any serious threat to 
the life-chances of the upper and the middle- 
castes. But with the change in the overall 
climate of elite opinion on the issue of reser¬ 
vations even a small increase in rates of 
utilisation is seen as disturbing the status- 


guthanteai^ brings the policy under attack. 

The uppw and middle castes b^an to feel 
acutely insecure in the mid-seventies when 
many states in north India, and the states 
of Gujarat and Maharashtra, started pro¬ 
viding reservations for the other backward 
classes. It was not only higher rates of 
utilisation by the scheduled castes, but the 
actions that were taken, although belatedly, 
to extend reservations to the OBCs, that was 
responsible for the agitations. 

In the mid-seventies the backward classes 
commissions appointed by many of these 
states started submitting their reports, 
recommending reservations for the other 
backward classes. In 1978 the central govem- 
menl appointed the second backward classes 
commi.ssion which, in its report, submitted 
in 1980, recommended central action in 
regard to resm'ations for the other backward 
classes, assigning to the centre the same role 
that it plays vis-a-vis the scheduled castes 
and scheduled tribes. The commission used 
caste as a criterion to determine the social 
and educational backwardness of the groups 
of potential beneficiaries. The population of 
the other backward classes thus included was 
around 52 per cent of the total population. 
But in order to keep the total reservations 
for all categories within the limit of 50 per 
cent, prescribed by the Supreme Court, the 
commission recommended only 27 per cent 
reservations for the OBC with the caveat that 
the south Indian states which had already 
made reservations above 27 per cent would 
remain unaffected by this recommendation. 
Ihking a cue from the commission’s recom¬ 
mendations, the state of Gujarat appointed 
its own second commission in 1981. It 
recommended an increase of 18 per cent 
reservations for the OBCs, thereby raising 
the quantum of existing reservations for 
them from 10 per cent to 28 per cent, thus 
keeping the total reservations in the state 
within the prescribed limit of 50 per cent. 
That increase had to be withheld in face of 
agitations. Prior to this event, in 1977 
government directives were issued to semi 
and non-governmental organisations receiv¬ 
ing government grants or subsidies to reserve 
13 per cent of jobs for the scheduled castes. 
Although, by and large, their provision re¬ 
mained on paper, it gave rise to acute resent¬ 
ment in the middle classes. The agitations 
in Bihar, Mahara.shtra and lately in Gujarat 
were thus a sequel to this belated, even if 
diluted, implementation of the policy. These 
agitatidns have successfully stalled any fur¬ 
ther implementation of the policy or its ra- 
tiondisation in the north Indian and western 
Indian states. 

The agitations seem to have 'succeeded' 
in one other respect. They have created an 
acute fear of conflicts among those of our 
elites who are used to thinking of 'cost-free^ 
solutions to problems and who are addicted 
to a rhetoric of social change that prevents 
them froip anticipating a clash of interests 
which sfich changes inevitably entail. Instead 
of gearing the state and its policies to meet 
such conflicts they would rather retreat to 
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Uw iafer ground of the status quo mu. Any 
honest and effective measure of implement 
a transformative social policy—be It the 
removal of untouchability, land reforms or 
resdrvations—is bound to generate conflicts. 
Maintaining the statna quo on such issues 
is no guarantee that it will not be disturbed. 
In hict. what actually happens is that issues 
that are at one time solvable in the legal- 
rational frame of a policy process, get pushed 
into the arena of direct action; for the im¬ 
plementation of a policy is often not backed 
by the potentical will. The population af¬ 
fected by the status quo and disaffected 
political activists then take the issues to the 
streets, away from the legi.slatures and ad¬ 
ministrative apparatus of the state. It is in 
this context that the two major issues, 
thrown up by the agitations, need to be 
considered. 

Two Major Issues tN the Poli». y 

IWo issues have prominently figured in the 
recent agitations and in the debate they have 
triggered off in the intellectual circles. One 
pertains to the legitimacy of reservations for 
the other backward classes and the other to 
the criteria used for identifying beneficiary 
group.s. We shall now examine these two 
issues in the larger perspective of the values 
that underly the policy. 

Let us first take up the issue of reserva¬ 
tions for the other backward classes. We 
have seen that the provisions of reservations 
made for this category are not at all similar, 
either in type or extent, to those made for 
the scheduled castes and tribes. But the ra¬ 
tionale is similar. Although, the OBCs are 
not direct victims of untouchability or 
physical and cultural isolation, some com¬ 
munities among them are disadvantaged and 
oppressed by the hierarchical system of 
castes and as such in need preferential treat¬ 
ment. But the problem of identifying siiedflc 
beneficiary groups among the OBCs is quite 
complex 

This has caused several legal battles, con¬ 
stitutional amendments and movements and 
agitations as well. And yet the solution is 
nowhere in sight. In fact, reservation has 
ceased to be a problem of administrative 
decision making. It has now become an 
acute political problem, complicated by the 
history of policy itself as well as the 
economic and social changes that have taken 
place since Independence. These changes 
have affected the OBC communities much 
more than any other section of the society. 

Unlike the scheduled castes and schedul^ 
tribes, the other backward classes were the 
first to enter the reservation system and that 
too by using political means. Not being 
totally oppressed and marginalised like the 
scheduled castes and tribes, they were the 
first among the backwards to organise and 
mobilise themselves in the form of a move¬ 
ment. Its beginning can be traced lo the 
formation of the Justice Party in 1916 in 
Madras. It began as a social reform move¬ 
ment to .fight the ritual domination and 


cultural pre-eminence of the brahmins. But 
it soon entered the then prevailing scene of 
competitive ethnic politics with a view to 
wrenching concessions and benefits from the 
British government. In the process, the non¬ 
brahmin groups differentiated themselves 
fiom the independence movement lad by the 
Congress and earned for themselves the label 
of being ‘British loyalists’. When the reser¬ 
vation policy was reconsidered at the time 
of making the constitution, this label pro¬ 
bably came in their way. But, by then, they 
had acquired a significant political clout, at 
least in the states of south Indian and in 
parts of the erstwhile Bombay presidency- 
areas beyond which the movement did not 
spread. The movement succeeded in obtain¬ 
ing for the backward classes of the south a 
series of concessions and reservations, both 
from the British government and from the 
princely rulers who themselves were against 
the brahmin domination. As far back as in 
1918 the princely state of Mysore declared 
all non-brahmin communities as “backward 
classes” and allocated for them caste-wise 
quotas of seats in colleges and jobs in state 
service. This measure in fact marked the 
beginning of the system of reservations in 
India. The movement, then, demanded and 
got from the British government in 1919, a 
share of political representation. Thus, the 
movement politically established the claims 
of the backward classes for reservations at 
the national level and won them in the 
Madras and Bombay presidencies. 

Although the movement started as a front 
for all backward classes, including the lowest 
ones, as it developed, it became an organi.sa- 
tion of the middle and lower castes. The 
scheduled castes, then kown as the ‘Depressed 
Classes’ had to chart out a different political 
route for themselves. A part of the leader¬ 
ship and organisation of the depressed 
classes operated from within the Congress 
party. But another part acted separately and 
autonomously, often in tandem, with the 
backward classes. 

In the process of making the constitution 
when the policy of reservations was being 
considered anew, the problem of the 
backward classes appeared different from 
that of the scheduled castes and tribes. This 
is because the fear of ethnic conflicts that 
had characterised the independence move¬ 
ment, loomed large in the minds of our con¬ 
stitution makers. There was also a change 
in their perception caused by the improved 
economic and political conditions of the 
other backward classes. As a result, although 
their claims for preferential treatment were 
conceded in principle, the constitution re¬ 
mained silent on the criteria and mechanisms 
of sustaining and realising these claims. It 
seems the claims were conceded only grudg¬ 
ingly and half-heartedly. 

It is important to remember that the 
whole issue of reservations have debated and 
the policy was conceived by the makers of 
our constitution in the context of minority 
rights. The policy then conceived had a two¬ 


fold objective One to protea the interests 
and rights of those religious and other 
minorities who were likely to be affected 
adversely by the change in the balance of 
power after independence Accordingly, 
reservations for muslims, sikhs, Christians, 
Anglo-Indians and some groups of the 
backward classes in legislatures, cabinet, 
government service and education were 
discussed and recommended, by the minori¬ 
ty rights sub-committee of the constituent 
assembly. Two, to extend special privileges 
to the depressed castes, tribal population and 
other backward classes to help them over¬ 
come their social disabilities and backward¬ 
ness and thus enable them to participate in 
the ‘national mainstream’ with full citizen¬ 
ship rights. 

It is an interesting chapter of the politics 
of constitution-making that, by the end of 
the process, through a resolution moved by 
Ambedkar, all the previously existing reser¬ 
vations except for the .scheduled castes and 
scheduled tribes were abolished. Specific 
provisions for reservation of seats in legis¬ 
latures and in the services were made in the 
constitution only for these two categories. 
For the other backward classes only a 
reference to the protection of their interests 
was made in one of the directive principles. 
Later, a general reference in the amended 
Article 15 allowed the state, to take steps for 
the advancement of the socially and educa¬ 
tionally backward classes. Only Clause 4 of 
Article 16 made a somewhat direct reference 
in this regard. This article is about 
guaranteeing equality of opportunities for 
all, but Clause 4 makes provision for reser¬ 
vations of posts for what it describes as “any 
backward class of citizens”, and that too 
only if a class is not adequately represented 
in the services of the state. The words any 
and adequateiy are significant. Moreover, 
through Article 340, the procedure to deter¬ 
mine the need for re.servation$ and the 
criteria for identifying beneficiary groups 
within the category of socially and educa¬ 
tionally backward classes were left to in¬ 
vestigations by commi$.sions which the presi¬ 
dent may appoint. As against thiL Article 335 
makes explicit provision of .reservations for 
scheduled castes and scheduled tribes. In ad¬ 
dition, some time-bound provisions, which 
have now expired, were made for Anglo- 
Indians. On the insistence of the sikh leader¬ 
ship, the depressed castes of sikhs were even¬ 
tually included in the scheduled castes list. 
As for the religious minorities per se they 
were all kept out of the reservations provi¬ 
sions. Inde^ some, like the parsis, opted out 
of their own volition. 

What does this add up to? The constitu¬ 
tion is unambiguous and emphatic about ac¬ 
cording preferential treatment to the sche¬ 
duled castes and tribes. It has however left 
a great deal of ambiguity with respect to the 
OBCs; in specification of benefits, in laying 
down criteria for identifying the benenciary 
groups and in making provisions for moni¬ 
toring and implementing the policy. Conse- 
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quently, as noted earlier, there is no cenUai 
policy of reservations for the other backward 
classes. It is largely left to the discretion of 
the respective state governments. Such am¬ 
biguity has led to innumerable law suits in 
the courts of law. And now the issue is be¬ 
ing fought in streets in those states which 
have exercised their discretion in favour of 
the OBCs in the recent past. This is a 
dangerous development since it seriously 
threatens the legitimacy of the entire policy 
of positive discrimination not just in favour 
of the OBCs but also in favour of the sche¬ 
duled castes and tribes. Issues which were 
settled long ago are now being reopened. 

Reopening the issues has become possi¬ 
ble because the criteria for classification even 
of the scheduled castes and scheduled tribes 
are not clearly defined in the constitution. 
It more or le.ss accepts the classification 
made by the government of India Act of 
1935: any caste, race or tribe designated by 
the president, as ‘scheduled’, can be included 
in the list. And once included, only the 
parliament has the powers of exclusion. It 
was possible then, as it is possible now, to 
include in the scheduled li.st.s several com¬ 
munities currently classified as OBCs who.se 
conditions are no better than those of the 
scheduled castes and tribes. But these com¬ 
munities have been irrationally lumped with 
the well-to-do and upwardly mobile middle 
castes among the OBCs. Many among the 
OBCs. once considered as backward, have 
over the y^ars acquired considerable political 
clout and some economic power. They have 
also improved their social status. Yet, b^use 
they are classified as OBCs, they continue 
to receive the benefits of reservations. 

It is precisely for this reason that the pro¬ 
blem of inclusion and exclusion of groups 
in this category has become a political, 
rather than a .simple administrative problem. 
In it also lies the source of increasing resent¬ 
ment among the non-beneficiary groups. 
The prevalent criteria of identification are 
essentially social, rather than economic. 
Hence, the OBC category today includes, 
especially in some south Indian states, the 
dominant castes of agriculturists who at the 
local level are often locked in conflicts with 
the scheduled castes. At the same time, the 
category also includes a large number of ex¬ 
tremely backward and socially deprived 
groups whose condition of disability and 
disadvantage is in no way better, in some 
cases it is even worse, than that of the 
scheduled castes and tribes. In the states of 
north India and in Gujarat and Maharashtra 
where reservations for the other backward 
classes have been introduced only recently, 
the groups identified as socially and educa¬ 
tionally backward, by and large, include 
communities of the latter type. They com¬ 
prise ex-criminal tribes, nomadic com¬ 
munities, scheduled castes converted to 
Christianity or islam and a whole range of 
small castes which suffered untouchability 
in relative, though not in absolute terms and 
are engaged in caste-bound marginal oc¬ 
cupations. These groups have little or no 


capadty to receive benefits. \bt, enhanced 
reservations are demanded and given in their 
name. But, in reality, a large part of the 
benefits actually go not to them but to a 
minority of the well-to-do and advanced 
commu^ties which are technically classified 
as ‘backward’. If strict criteria of disability 
or social disadvantage were to be applied, 
they would no longer qualify for the bmefits 
of reservations. And this is what the upper 
castes strongly resent. 

It is significant that the states in which 
reservations for the OBCs have recently been 
enhanced and where agitations have taken 
place happen precisely to be the states where 
the issue of classification has been wrongly 
handled. In these states, the category of 
.scheduled castes has been artificially 
restricted and the category of OBCs cor¬ 
respondingly expanded. Whereas the na¬ 
tional average of scheduled caste popuiafion 
is about 16 per cent, in states like Puitjab, 
Haryana, Himachal Pradesh around 25 per 
cent are classified in that category and in 
West Bengal the comparable figure is 22 per 
cent. As against this, a meagre 7 per cent 
are included in the category of SC in Gujarat 
and Maharashtra. This obviously means that 
many a marginal caste sufferingly only 
relative untouchability are included in 
scheduled castes list, say in a state like West 
Bengal. Similar castes are included in the 
OBC lists in states like Gujarat and 
Maharashtra. This imbalance in classifica¬ 
tion has led several states to enhance reser¬ 
vations for the OBCs. The enhancement is 
intended to cover the deserving but so far 
leftout backward communities in the prevail¬ 
ing SC and ST lists. 

Clearly, there is a case for disaggregating 
the category of the other backward classes 
and for thoroughly rationalLsing the schedul¬ 
ed lists.'’ A number of communities of the 
other backward clas.ses which by their con¬ 
dition of disability and disadvantage are 
close to the scheduled castes and tribes need 
to be integrated into the respective lists of 
scheduled castes and tribes.’’ This will not 
only remove the patent anomalies we now 
see in the OBC category, it will do much 
more. At present, the scheduled castes carry 
the social identification of untouchability. 
The entry of several ’touchable* but extreme¬ 
ly backward castes into the schedule will 
erode such identification. 

Now let us consider the issue of criteria 
for reservations. We saw that there is am¬ 
biguity in the constitution about the status 
of the other backward classes, and there is 
also the rise of a section of politically domi¬ 
nant castes among them. These factors 
together bave led to a demand for changing 
the prevalent criteria of reservations. The 
demand, now being made through agitations, 
is not only for modifying the criteria. The 
agitators seek to alter the very basis of the 
present system of classification, which will 
affect not just the other backward'classes 
but also the scheduled castes and tribes. The 
crux of their argument is that economic 
backwardness should be the criterion for 


identification of beneficiaries in the place 
of the present complex one based on social 
disability and disadvantage 

Such a demand, if it is conceded, will call 
for changes in the basic structure of our con¬ 
stitution, involving the fundamental rights, 
not only of the socially disabled groups but 
also of the religious minorities. For the new 
demand recognises equality only among in¬ 
dividuals gua individuals, not between 
groups. The constitution, on the other hand, 
is sensitive to the problems involved in realis¬ 
ing equality in a country of religious and 
cultural pluralities on the one hand and op¬ 
pressive caste hierarchies on the other. So, 
it has, through various provisions, worked 
out a fine balani^ between these two notions 
of equality. The Indian constitution can not 
accommodate any demand that trades one 
notion of equality for the other without 
undermining its basic character. 

As it now stands, there is little doubt that 
the constitution stipulates social and 
religious (e g, untouchability) disabilities as 
criteria for the identification of beneficiary 
groups. These characteristics when com¬ 
pounded with economic and educational 
backwardness create a structural situation 
of backwardness, which the policy seeks to 
overcome. The policy of preferential treat¬ 
ment is, thus, conceived in the context of 
membership of a group that is socially 
disabled and disadvantaged. It is not for any 
individual or household which may be poor 
or otherwise economically deprived. Put dif¬ 
ferently, re.servation is a device to eliminate 
backwardness arising from historical condi¬ 
tions of social injustice in which certain 
groups arc located. It is not meant as a 
scheme to counter conditions of economic 
backwardness or poverty of individuals or 
groups that may arise as a by-product of the 
development process itself. Of course, there 
is nothing to prevent the state from for¬ 
mulating special schemes for overcoming 
economic backwardness. But reservation is 
not meant for that purpo.se So, to repeat my 
point, there is no sanction in the constitu¬ 
tion for applying economic criteria, either 
exclusively or primarily for reservations. 
There seems to no escape from using caste 
as a primary criterion for identifying the 
beneficiary groups of scheduled castes and 
scheduled tribes and for including the other 
truly marginalised groups from among the 
OBCs into the Scheduled lists. 

As for the remaining communities within 
the OBt: category, other criteria such as in¬ 
come, education, occupation can be brought 
in. T^iere is no constitutional impediment in 
doing this because the courts have already 
offered interpretations of the OBCs’ am¬ 
biguous status in the constitution. While 
holding caste as the primary criterion for 
identifying social and educational backward¬ 
ness the courts have approved the use of 
other criteria as wdl. In fact, in many states 
the identification of beneficiaries is done at 
the individual and household levels from 
among the OBC communities, by applying 
the income and educational criteria. This 


I960 

. -Jik. 


Economic and Political Weekly November 14, 19S7 



meiiiu that only the deserving individuals 
or households within the communities and 
not the communities as collectivities are 
entitled to preferential treatment. 

The status of the scheduled castes and 
tribes, in the coiutitution, unlike that of the 
OBC, is however, quite (hfferent. These 
categories specified in the constitution have 
substantial social content. They are referred 
to as ‘castes’, ‘races' and tribes’ and specific 
lists of them are constitutionally authoris¬ 
ed. While the lists were, for the most part, 
inherited from the 1933 Act, the constitu¬ 
tion gave a wide lattitude to the government 
to include any new group which in its opi¬ 
nion deserved to be included. But the con¬ 
stitution did not empowft the government 
to change the rationale of classification itself 
which is based on considerations of social 
disability and not of economic backward¬ 
ness perse. ‘Social disability’ is a condition 
shar^ by all the members of a group; it is 
not a characteristic of only a few households 
within that group. 

Constitutional stipulations apart, it will 
be a mistake to apply the logic of economic 
criteria to scheduled castes and tribes. It is 
true that there is among them a small sec¬ 
tion which has improved its economic con¬ 
dition. But, for them, the problem does not 
end with economic upliftment. In fact, it 
often begins with it because they continue 
to suffer acutely from status disability. 

There is abundant empirical evidence to 
show that wherever .they have unproved their 
economic position by availing benefits from 
special schemes, they have become targets 
of atrocities. The perpetrators are often the 
locally dominant castes of the so-called 
backwards. Reservations, thus, allow the 
scheduled castes a route to escape from the 
life of social terror in villages to the 
anonymity of towns and cities with the help 
of education and government jobs. 

The problem of the scheduled castes and 
tribes is, thus, qualitatively different. For 
them both the economic and social disad¬ 
vantages constitute two sides of the same 
coin. They are poor because of their status 
disability; and in order that they get rid of 
their stetus disability first thing they have 
to do is to move out of poverty. And when 
they begin to move out of poverty they 
become tarots of atrocities. A recent aiuilysis 
based on 1977-78 data show how different 
is the problem of poverty for SC/ST popula¬ 
tion from that of the general population.* 
The rural population of the SCs and SB. 
taken together, is about 27 per cent. The in¬ 
cidence of poverty among them is over 70 
per cent. Whereas the 73 per cent non- 
scheduled rural population shows the in¬ 
cidence of poverty at 54 per cent. (Among 
these 34 per cent a vast majority will be 
members of the communities belonging to 
the OBC’s.) The picture of urban poverty in 
terms of divergence between the scheduled 
and non-scheduled populations is even 
worse: for 13 per cent urban scheduled 
population the incidence of poverty is close 
to 00 per cent For87percentnbn-scheduied 


urban population the incidence of poverty 
is 43 per coit. A similar pattern was observ¬ 
ed with respect to per capita consumption. 
The average per capita expenditure among 
the bottom half of the pop^tion was found 
to be substantially low for the scheduled 
population than for the rest of the 
population. 

These data leave little doubt about the fact 
that economic backwardness for the sche¬ 
duled population is of systemic nature; aris¬ 
ing out of their social condition. Economic 
backwardness for them is not a random oc¬ 
currence. Unless the barriers of social struc¬ 
ture are removed for them they can not 
graduate either from their present state of 


penury to any livable standard, or from 
social bondage to a state of full citizenship. 
If social policies of the state were aimed at 
creation of a civil society, they have to pro¬ 
tect and promote interests of these com¬ 
munities through reverse discrimination in 
their favour. 

The upper castes, which are getting 
agitated about reservations forget that for 
long they ate the beneficiaries of a parallel 
and on-going system of discrimination in 
their own favour. It is not accidental that in 
Madhya Pradesh, the government bureau¬ 
cracy is dominated by Kanya-Kubja brah¬ 
mins, or that the clerks and officers in a par¬ 
ticular nationalised bank have, for long. 
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been recruited lusely from two sub-castes 
of Gujarat—one of the brahmins and 
another of the banias: or that, until recently, 
jobs in the Western Railway were almost 
mopopolis^ by the Anavii brahmins from 
Gujarat. Again, in Gujarat, the soiu and 
daughters of medical doctors, irrespective of 
thdr poor performance in schools, manage 
to get admission to medical colleges. One 
can go on and on with such examples. The 
point is that it is not the application of social 
criteria for reservations which consolidates 
the caste system. It, in fact, enables the 
backward population to move out of tradi¬ 
tional, caste-bound occupations. By decoup¬ 
ling caste and occupation it destroys the 
material base of the caste system. Once this 
process is accomplished, caste may remain 
as a form of social consciousness, a political 
identity, who.se membership being socially 
and occupationally so differentiated that it 
loses its basis in any collective material in¬ 
terest in the society. What has consolidated 
caste system in mc^ern times is, in fact, the 
informal but ongoing system of social 
preference and discrimination in favour of 
the upper caste, described above. It has im¬ 
parted a peculiar composition and'character 
to our middle-class. 

Our middle-class, as is now constituted 
comprises largely the dwija castes and the 
upper rungs of the sudra ca.stes. This narrow 
caste character of our middle-class can 
change only if its members are recruited 
from a wider social base. The middle-class 
is, no doubt, quantitatively expanding. But 
it is not getting sufficiently diversified. Such 
a socially stagnant middle-class cannot pro¬ 
cess or dissolve identities that lie outside its 
limited cultural ambit. An expanding and 
diversifying middle-class, on the other hand, 
can become a solvent of old identities, with 
the new groups drawn into its fold also con¬ 
tributing to shaping its culture. Reservations 
reverse the process of ongoing discrimina¬ 
tion, and prevent the social and cultural self- 
perpetuation of our traditional upper-caste 
based middle-class. By enabling people from 
a cross-section of castes and religions to get 
into the system of higher education and 
white-collar jobs, reservations contribute to 
the diversification of the middle class. 

Suggestions for the Policy 

From the analysis presented so far follow 
certain conclusions and suggestions for 
policy. The reservation policy has been 
wavering in several of its aspects and has 
been diluted in its implementation. My first 
conclusion is that it needs to be nrmly 
reoriented in the basic values enshrined in 
the constitution, namely of equality and 
social justice. Hence, preferential treatment 
must continue until the basic goal of bring¬ 
ing significant numbers from the lower social 
strata of the population into professions, 
white-collar jobs and government services, 
is achieved. The problem, as it is now un- 
fortoMtely formulated, is not of/a vourfng 
Hiecific groups. It is a problem about the 
Uhd of society and political system we want 


to build. Let me illustrate this with ah 
episode ftom the past. During the discus¬ 
sions in the constituent assembly, Smrdar 
Patel argued against a time limit for reser¬ 
vations. He suggested that reservations con¬ 
tinue until the backward classes had visibly 
improved their position. But Dr Ambedkar, 
who is today thought of by some people as 
a sectional leader, piead^ that the issue 
should be considered in larger national 
terms. He argued that on a matter like this 
the future generations of parliamentarians 
should not be bound by the constitution. So^ 
a time limit should be set such that future 
parliaments, in their wisdom, could continue 
or discontinue it In contrast, our discussions 
on the issue today have come to be narrowed 
down to only legal constitutional and paro¬ 
chial aspects: they lack the political imagina¬ 
tion that should inform thinking on su^h a 
problem of vital importance for the system 
as a whole. We must, therefore, elevate the 
discussion of this issue to the larger 
framework of values and goals for a social 
policy. 

Secondly, the other aspects of the policy, 
especially the enabling measures aimed at 
increasing the capability of beneficiary 
groups to receive benefits of reservations, 
need to be vigorously implemented. At pre¬ 
sent the constitutional obligation of the state 
is remembered only at the time of elections. 
The action appears as a political gimmick 
and tends, thereby, to discredit the entire 
policy. 

Lastly, I shall recapitulate the suggestion 
I have already made, in somewhat clearer 
terms. The state should, after detailed 
surveys, incorporate the oppressed com¬ 
munities of the other backward classes, 
which today exist on the margins of schedul¬ 
ed castes and scheduled tribes, into the 
scheduled lists, and the allotments should 
be proportionately increased for these 
categories. This will, not only remove the 
persistent anomaly, and reduce the degree 
of resentment by the non-beneficiaries, it 
will proceed to blur the social identification 
of groups comprising the ST and SC 
categories. 

From the remaining communities of the 
other backward classes those which show the 
educational and economic level (say, above 
poverty line) comparable with that of the 
non-scheduled and non-backward popula¬ 
tion should be identifled and separately 
listed. While they may continue to receive 
benefits of enabling provisions of the policy 
they should be excluded from beneHts of 
reservations. For the still remaining ones, 
who have yet not graduated to the specified 
level of economic and education^ attain¬ 
ment and could also not be included in the 
scheduled lists, the beneficiaries should-be 
identified by applying the economic and 
educational criteria from within the com¬ 
munities listed as OBC’s. Thus, by first ap¬ 
plying the criterion of social identiHcation, 
we can proceed with applying other criteria 
such as income, land-holding, occupation, 
education and habitation to locate the 


benefidaries from within each OBC com¬ 
munity. This will ensure that households 
within each community of the OBC which 
m V be in need of preferential treatment can 
actually get it, as also exclusion of those who 
have improv^, over time, their economic 
and educational position. This'calls for a 
centralised policy of reservations for the 
OBCs to be fbllo^^ uniformly by the states. 
Also needed will be systematic surveys by an 
independent authority to assess changes/im¬ 
provements in their economic and educa¬ 
tional conditions. But I wish to end this 
paper by repeating what I have already said; 
For the scheduled categories, even after the 
lists are enhanced, only social criteria will 
have to be used, at least until their stetus 
disability ceases to come in the way of their 
social mobility. 
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Trends in Foreign Direct Investment from 

India (1950-1982) 

Sebastian Morris 

Foreign direct investment from India is not a marginal phenomenon. It is quite sizeable relative to foreign direct 
investment into India and^vate corporate investment In India. It is also quite comparable with the magnitudes 
qf foreign direct investment of the rt^fy industrialising countries and some small developed capitalist countries. 
Foreign direct investment from India has grown steadily since the mid-sbaies. However, there has been a distinct 
slackening cf the rate of growth since 1979-81. The author is of the view that transnationalisation of the Indian 
private corporate sector is not too insubstantial, the Indian capitalist class has ixime of age’ and is undertaking 
industrial ventures abroad in its drive towards capital accumulation. 

[This paper has been published in two parts. The first part appeared last week.] 


VII 

Geographical Patterns 

OFFICIAL data giving the geographical 
distribution of Indian JVs for some of the 
years from 1978 onwards are available. They 
suffer from the problems outlined in Section 
IV(i). Hence, we have used our own tabula 
tions. Despite the lack of systematic 
evidence, it seems that Africa was host to 
much Indian investment activity before 1970. 
Thus, the stock end-1970 (see annex Ikble) 
shows that Kenya had absorbed as much as 
41 per cent of the outflows prior to 1970. 
Next in importance is clearly the South-East 
Asian region—Malaysia and Thailand. 
Africa and South East Asia have continued 
to be of importance throughout the period 
of our study as is revealed by the very large 
stocks of Indian equity share capital in these 
regions. 

Canada and West Germany absorbed 7 
and 6 per cent, resp^tively of the (under¬ 
estimated) outflows in the pre-1970 period 
on account of JVs. This observation is in¬ 
congruous in relation to the clear pattern of 
the entire post-1970 period; the predominant 
bulk of the investments going to the LDCs. 
Since the early ‘large’ investments in Candda 
and West Germany art; due to one JV in each 
country, we are not particularly bothered by 
this-incongruity. 

The stock figures for the years 1970,1974 
and 1978 reveal that the most important 
hosts for Indian investments have been 
the five countries—Malaysia, Indonesia, 
Thailand, Nigeria and Ken^ which together 
held 75,86 and 81 per cent of the stock for 
the respective years. In 198», IFFCO’s large 
investment in Senegal, which again is an 
exception, brings down the weight of these 
countries to 47 per cent. Thus, despite the 
diversification in terms of the number of 
countries that host Indian investment, there 
has been much concentration in the five 
countries throughout the period; though 
towards the end there is a discernible if slight 
decline in the concentration as is revealed by 
the newly acquired importance of Singapore 
and Sri Lanka. 

'Able 10 on outflows is much more reveal¬ 
ing than the stock flgures. Duri^ the period 
1971-74 (see column 2) Malaysia was by far 


the most important destination accounting 
for more than Rs 5.4 crore of equity share 
capital which gives a fairly high dnnual 
average outflow to this country of Rs 1.35 
crore. Kenya and Indonesia were next in im¬ 
portance together absorbing about as much 
as Malaysia. Thailand absorbed less than 10 
per cent. It is quite likely that the concen- 
tratiori in this period was triarginally higher 
than in the prc-1970 period. 

During 1975-78, Indonesia and Nigeria 
were clearly more important than Malaysia 
and Kenya. Small but significant outflows 
to Nepal, Oman, UAE, Mauritius, reveal 
that .there was some diversification during 
this period. During the period, 1979-82, 
there is little doubt that there has indeed 
been a diversification. Kenya was only 
a minor destination and Malaysia had 
declined considerably in importance. 
Thailaitd showed an absolute decline in ab- 
.sorption, but Indonesia and Nigeria showed 
only a marginal relative decline in their im¬ 
portance. Sri Lanka and Singapore (besides 
Senegal) were the most important new hosts 
in this period. That further diversification 
had taken place is revealed by the small but 
nevertheless significant contribution by 
a number of countries (see Ihbic 10). 
Thailand, Malaysia, Kenya and Indonesia aJI 
reached their peaks in terms of investments 
from India during the period 1975-78, 

An explanation of the geographical pat¬ 
terns of Indian investments abroad would 
have to be primarily in terms of the policies 
(including political) of the host countries 
and the economic prospects they offer, along 
with an understanding of the underlying 
internal factors that have propelled Indian 
investments. This interesting exercise is not 
carried out in this paper. Nevertheless, it 
seems that mid-sired LDCs not too closely 
aligned to any particular great power and 
which have also been rMipients of much 
foreign investment in general, have attracted 
investments from India. The fact that coun¬ 
tries like Kenya have shown much variation 
as hosts in absorbing direct investments Ot>m 
India implies that the explanation calls for 
a detailed aitalysis of the changing political, 
economic and social conditions of the host 
countries. 


Wc have already seen that Indian direct 
investments are miniscule in comparison 
with foreign direct investments from the 
developed capitalist countries. A corre.spon- 
ding fact is that even in the important host 
countries, India is only a minor and often 
miniscule source. This is despite the large 
concentration of FDI in a few host coun¬ 
tries. Barring a few exceptions, the countries 
which have attracted investments from India 
have also been important recipients of FDI 
in general (see Ihble 11). In the case of 
Malaysia, Indonesia, Thailand, Nigeria and 
Singapore du. ing no period was FDI from 
India more than 2 per cent of all FDI into 
these countries. In the case of Kenya dur¬ 
ing 1975-78 Indian FDI was quite significant 
(about 5 per cent). Similar is the case of 
Mauritius. Although we do not have the data 
on total investment inflows into Kenya 
during 1971-74 and earlier, we may surmise 
that Indian FDI into Kenya may have been 
at about 5 per cent level because, in the 
pie-1970 and early 1970s, Indian investments 
were mainly directed to Africa, particularly 
Kenya. In the tase of Mauritius, FDI flow 
from India is quite important having been 
at a level nearly equal to 10 per cent. 
Disinvestment by India during the 1979-82 
period was also important having exceeded 
17 per cent of net inflow. 

In the ca.se of Sri I-anka, we shall argue 
that the figure of 14 per cAit or so may be 
gross understatement of FDI from India. 
Informal conversation with members of the 
Indian embassy reveal that the number of 
Indian firms in Sri Lanka is more than 15 
or so times'the number of officially ratted 
JVs. These are over and above the firms that 
belong to Indian citizens resident in Sri 
Ljinka and to persons of Indian origin long 
settled in Sri Lanka, all of whom constitute 
an intermediate category of investments. A 
.study by a Japanese business group reported 
that the stock of Indian direct investment 
in Sri Lanka, circa, 1978, to be as high as 
31.9 per cent, the highest for any source 
country.This is more likely to be the cor¬ 
rect estimate. Inclu.sion of SWC’s sub¬ 
sidiaries alone would revise the 1982 stock 
in Sri Lanka for India by over Rs 7.7 crore 
over the Rs 7.4 crore, on account of JVs. The 
Bank of Ceylon reported that in July and 
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August 1983, when the ethnic disturbances 
began to effect the large cities, over 122 
industrial establishments were affected 
rendering more than 13,000 employees 
jobless.^ Only Indian firms, both Chettiar 
and others, were affected by the ethnic 
disturbances. Many of these l^rms were 
known to belong to persons resident/com¬ 
panies registered in India.’’ Therefore, there 
is little doubt that the officially reported 18 
or .so JVs along with a few other ‘sub¬ 
sidiaries’ are gross underestimates of Indian 
investments in Sri Lanka. 

In the case of Nepal too, the official list 
of JVs may have missed out some Indian 
firms operating in Nepal. Thus, the Nepalese 
government had approved around 30 Indo- 
Nepalese joint-ventures by about 1983, 
whereas the official Indian data reported 
only eight. A further 10 firms were reported 
to be fully owned by Indians.’^ We do not 
know if any of them belong to the set of 
‘subsidiaries’. Similarly, the city states of 
Hong Kong and Singapore would have much 
larger Indian investments than that officially 
reported.” 

Wc have carried out the discussion so far 
in terms of JVs. Inclusion of ‘subsidiaries’ 
would alter the picture quite a bit since the 
‘subsidiaries’ unlike the JV are not concen¬ 
trated in the LDCs. We have very roughly 
distributed the estimates of FDI stock, circa 
1983, due to the ‘subsidiaries’ on the basis 
of the geographical distribution in Ihble 12. 
We observe that while the JVs are highly 
concentrated in the LDCs, the ‘subsidiaries’ 
are more evenly distributed between the two 
sets of countries. Much of the investments 
in the advanced capitalist countries, whether 
in the form of JVs or ‘subsidiaries’, is in the 
services sector. In other words, the invest¬ 
ments in the advanced capitalist countries 
as also in Hong Kong and Singapore arise 
due to the metropolitan status of these coun¬ 
tries. Singapore has attracted manufacturing 
investments too (in the form of JVs). The 
inclusion of the ‘subsidiaries’ thus makes 
FDI from India less pronounced in its 
concentration in manufacturing, and in 
the LDCs. 

VIII 

Industrial Patterns 

Official data giving the industry-wise 
investments in the form of JVs are available 
for 1982 onwards.’* They suffer from the 
problems mentioned in Section IV(i). An 
added problem with the official data is that 
the method of categorisation does not follow 
a standard scheme. Hence we have used our 
own tabulations (see Thble 13). The in¬ 
dustrial sector has absorbed as much as 84 
per cent of Indian equity share capital in 
JVs. Within the industrial sector there are 
hardly any purely extractive operations.’* 
Although there is a fairly wide spread over 
the sectors, the bulk of the JVs in terms of 
the Indian equity share capital is in six 
industries; textiles, textile fibres, vegetable 
oils (chiefly palm oil), paper and board and 
machinery and transport equipment. The 
above mentioned industries absorbed nearly 
63 per cent of the Indian equity share 
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capital. &cept -the machinery and transport 
equipment sector, all the five others are 
homogeneous industries constituting few 
products. The transport and machinery sec¬ 
tor is constituted by a motlt^ set of in¬ 
dustries wherein machine tools and auto¬ 
mobile anciliaries are important. 

Besides these six major industries there are 
several minor industries: food and beverages, 
manufactures of iron and steel, dyes, 
enamels, paints, glass and asbestos and 
cement pr^ucts. The above groups absorb¬ 
ed Indian equity share capital ranging from 
about one per cent to about six per cent in 
the case of manufactures of iron and steel. 
All other industries having more than one 
per cent of the Indian equity share capital 
consist of single Arms abroad. 

The importance of process industries is 
not in doubt: paper, vegetable oil process¬ 
ing, chemicals (due to one firm in Senegal), 
textile fibres from among the major in¬ 
dustries, and dyes, enamels, glass, asbestos, 
cement products, etc, from among the minor 
industries. Major non-process industries are 
textiles and industries of the transport and 
machinery sector. For the latter group 
although the Indian equity share capital 
adds up to only about 12 per cent of the 
total, the number of firms is 38, nearly a 
quarter of all industrial sector firms. 

The services sector absorbed about IS per 
cent of the Indian equity share capital: bank¬ 
ing and hotels being the most important sec¬ 
tors. But in terms of number, trading, 
marketing and Indian restaurants are the 
most important with 26 and 13 firms respec¬ 
tively. The bulk of the firms abroad in the 
services sector, particularly those in trading, 
marketing and consultancy have taken the 
form of ‘subsidiaries’. Hence, a detailed 
study of Indian direct investments in the 
services sector based on JVs alone would be 
quite inadequate. The picture of industry- 
wise distribution of JVs needs to be sup¬ 
plemented with that of the ‘subsidiaries’ to 
arrive at the industry-wise picture of direct 
investments from India. When this is done, 
the near total predominance of industrial 

Table 10: Outflows of Indian Equity Share 
Capital on Account of •Joint Ventures’ to 
Important Destination Countries 

(Rs lakh) 


Upto 1970 

Kenya 

318.90 

Malaysia 

(41.25) 

188.95 

Canada 

(24.44) 

55.76 

Thailand 

(7.21) 

48.62 

West Germany 

(6.29) 

38.93 

Singapore 

(5.04) 

31.85 

All others 

(4.12) 

90.09 

Total 

(11.65) 

773.10 

1971-1974 

Malaysia 

541.28 


(42.74) 


Kenya 

26.36 


(20.95) 

Indonesia 

252.85 


(19.96) 

Mauritius 

21.31 


(1.68) 

All others 

66.26 


(5.23) 

Ibtai 

1266.57 


(100.00) 

1975-1978 


Indonesia 

986.56 


(21.17) 

Nigeria 

913.47 


(19.60) 

Malaysia 

690.09 


(14.81) 

Kenya 

518.93 


(11.14) 

Thailand 

507.01 


(10.88) 

Nepal 

303.22 


(6.51) 

Oman 

191.82 


(4.12) 

UAE 

137.94 


(2.96) 

Mauritius 

109.01 


(2.34) 

Alt others 

301.74 


(6.92) 

Total 

4659.78 


(100.0) 

1979-1982 


Senegal 

1976.10 


(28.08) 

Singapore 

864.40 


(12.28) 

Nigeria 

746.35 


(10.61) 

Sri Lanka 

741.70 


(10.54) 

Indonesia 

720.64 


(10.24) 

Malaysia 

384.18 


(5-46) 

Sudan 

360.00 


(5.12) 

Thailand 

343.81 


(4.89) 

Greece 

115.14 


(1.64) 

Saudi Arabia 

111.60 


a-59) 

Liberia 

103.06 


(1.47) 

Nepal 

102.14 


(1.45) 

UAE 

91.24 


(1.30) 

Baharain 

76.96 


(1.09) 

USA 

75.12 


(1.07) 

Kenya 

69.92 


(0.99) 

All others 

155.27 


(2.21) 

Total 

7037.63 


(100.0) 

Note. Figures in brackets are percentages to 


total. 

Source. Annex Ihble. 
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activities is no longer there. ‘Bible 14 at¬ 
tempts to arrive at a very rough aggr^ate 
picture based on the sketchy data that we 
have on the 'subsidiaries’. Very roughly, the 
distribution is now 60 per cent and 40 per 
cent between industry and services. 

IX 

‘Subsidiaries Abroad’ 

In this section we will piece together 
whatever little information we have been able 
to obtain on the ‘subsidiaries' abroad. We 
do not have detailed information on the 
nature of their activities. But we do know 
that few of the ‘subsidiaries’ are involved in 
manufacturing activities. Trading, 'agency 
business, technical services, consultancy, 
bidding for contracts, investments' in and 
holding other companies are important as 
far as the ‘subsidiaries’ are concerned. 
Ikble IS is based on the information for 48 

TABLh 11: Ratios or Iniiows ot FoRtioN 
Dirf.c I Investment on Account or Indian 
■Joint Vi niures'. to Total Inhows, in Sei ect 
Ho.st Countries 

(Per Cent) 


Country 


Period 


1971-74- 

1975-78 

1979-82 

Malaysia 

0.84 

0.70 

0.17 

Indonesia* 

1.00 

0.83 

1.28 

Thailand 

0.40 

1.92 

0.76 

Singapore 

0.01 

negl 

0.21 

Sri Lanka* 

(0.44) 

na 

4.38 

Kenya 

na 

5.06 

0.60 

Nigeria 

0.01 

0.89 

0.69 

Mauritius* 

§.04 

9.25 

(17.77) 


Notes: Inflows on account of Indian “Joint 

Ventures” are derived from Thble 9. 
Reserves are added on, based upon 
a ratio of reserves to equity share 
capital in units in operation wherever 
required. Inflows from India are con¬ 
verted to US $ at average (rf of IMFs 
International Financial Statistics 
Yearbook) exchange rates during the 
last year of the period. 

Total inflows arc taken from 
UNCTC, Third Survey, Table 11.13, 
ultimately based on IMF’s Balance 
of Payments Yearbook. Total inflows 
normally include long term loans 
from the parent firms to the host 
country firms as per the IMF’s 
definition. Since loans from Indian 
parent firms to “Joint Ventures" 
abroad are generally nil no ad¬ 
justments have bCbn made to add the 
equity share capital and reserves 
data. For country specific details 
about the coverage of the data per¬ 
taining to total inflows refer to the 
ultimate source. 

* Total inflows do not include 
reinvested earnings; hence inflows 
from India also do not include 
reinvested earnings (reserves and 
surplus). 

Soufcer. (1) See Tkble 9. 

(2) UNCTC. Thiid §urvey, Ikble 
11.13. 


‘subsiefiaries’ including those of SWC and 
B.BTC. Geographically, ‘subsidiaries’ are 
rather more prevalent in the advanced 
capitalist countries. Thus, of the 72 firms 
abroad known to be ‘subsidiaries’ SO were 
in the advanced capitalist countries mainly 
in the UK and the US. Even within the L£>Cs 
there is relatively greater concentration in the 
city states of Hong Kong and Singapore, five 
out of the remaining twelve. 

Applications for setting up ‘subsidiaries’ 
abroad^ are mainly approved for.the reason 
that they can earn foreign exchange directly, 
through bidding for contracts, consultancy, 
other .service exports and indirectly by help¬ 
ing their parents or Indian firms in general 
to export/secure orders. The experience, 
from the point of view of the government, 
has on the other hand been quite disappoin¬ 
ting. Based on a reading of several inter-i 
departmental communications of the 
government, we have come to the conclusion 
that the government and the RBI have little 
‘control’ over the ‘subsidiaries’ once they are 
set up. Thus, a common complaint by 
government officials against ‘subsidiaries’ is 
that they do not repatriate anywhere near 
the initially projected dividends, either 
because they show fictitious book losses, or 
because the dividend payout ratio is low. The 
'subsidiaries’ choose to retain very large por¬ 
tions of their profits within. Apparently, 
very many of them arc known to evade sub¬ 
mitting their detailed performance reports 
to the government. And when cases of viola¬ 
tions of the provisions of FER A like not sub¬ 
mitting reports, selling and transferring of 
shares of ‘subsidiaries’ without government 
permission, invoice manipulation, etc, are 
brought to the notice of the Enforcement 
Directorate by the RBI, hardly any action 
has been taken. Government views with 


disfavour investments made by ‘subsidiaries’ 
and permission is usually not granted to set 
up ‘subsidiaries’ for purely investment acti¬ 
vities. Nevertheless, we do observe that in¬ 
vestments in and holding other companies 
are important activities of the ‘subsidiaries’ 
(including those of SWC and BBTC). Thus 
for 29 firms, for which we have the relevant 
data, 17 had investments of Rs 32 crore when 
the equity share capital and networth of 
these firms was only Rs 34 crore and Rs 69 
crore respectively. Of this Rs 17 crore was 
known to be in affiliates/subsidiaries. Even 
if we exclude the firms belonging to SWC 
and BBTC, the picture does not change 
much, because, out of 14 ‘subsidiaries’ 3 had 
some investments totalling Rs 15.5 crore 
when the equity share capital and networth 
of these firms was Rs 3.7 crore and Rs lO.S 
crore respectively. It is quite likely that much 
of these investments are in affiliates/sub¬ 
sidiaries, although we do not have the rele¬ 
vant break-up. Thus, if our sample is not 
altogether unrepresentative, it is quite clear 
that investments constitute an important 
activity of the ‘subsidiaries’ abroad. 

The reluctance to bring bdek earned 
foreign exchange into the country, as also 
the fact that these firms have made fairly 
large investments outside, suggest that one 
important motivation for their emergence 
has been to get around exchange restrictions. 
It is easy to shift funds from the Indian 
parent to the ‘subsidiaries’ abroad through 
commissions, routing much of the exports 
(and even imports) made by their Indian 
parent firms and other related firms through 
them. The commission paid out to Ikta Ltd, 
UK, a ‘subsidiary’ of Tkta Sons Ltd, works 
out to 4.8 per cent for the year 1983. If this 
is anything like an average picture, then the 
scope of the ‘subsidiaries’ for transferring 


Table 12: Distribution of the Stock of Foreign Dirfct Investment and Number or Firms 
FROM India between Deveuiped and Less Developed Couniries (Circa. 1982) 

(Rs lakh) 



III LDCs 

(Of Which) in 
Hong Kong 
and Singapore 

In DCs 

In All 
Countries 

1 Indian equity share capital in JVs 

2 Reserves in JVs attributable to 

13417.12 

939.06 

319.06 

13737.08 

Indian share holders 

1688.17 

121.06 

36.15 

1724.34 

3 FDI on account of JVs, (1 )-f(2) 

15105.29 

1060.06 

356.11 

1.5461.40 

4 FDI on account of 

(97.70) 

(6.86) 

(2.30) 

(100.00) 

“subsidiaries” abroad 

5253.16 

2188.82 

4549.23 

9802.39 


(53.59) 

(22.33) 

(46.11) 

(100.00) 

5 FDI from India; (3)+(4) 

20358.45 

3248.88 

4905.34 

25263.76 


(80.58) 

(12.86) 

(19.42) 

(100.00) 

6 Number of JVs 

7 Rough estimate of the number 

185 

25 

35 

221 

of “subsidiaries” abroad 

80 

30 

170 

250 

9 Number of all firms abroad 

265 

55 

2ff5 

471 


Notes: I A reserve/eqpity share capital ratio based on a 78 per cent sample in terms of the 
Indian equity share capital is applied to all units in operation to arrive at these entries. 

2 The estimate of FDI via subsidiaries for all countries is based on a sample of 19 
firms plus the data for another 12 firms not included in the sample. For limitations 
and other details see text. 

Source: (I) Annexure Ikble. 

(2) Information on subsidiaries available with the author from various sources like An¬ 
nual Reports, a partial list of subsidiaries (unofficially obtained), IDBI Board Papers, 
press reports, etc. 
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Tabu- 13: Inddstrywise Classification of Indian -Joint Ventures* Abroad 


Sector 

Units in Operation 

Units under 

Units Abandoned 

All Units 


Number Indian 

Implementation 

“Number Indian 

Number Indian 


Equity Share 
Capital 
(Rs lakh) 

■"Nunircr Indian 

Equity Share 
Capital 
(Rs lakh) 

Equity Share 
Capital 
(Rs lakh) 

Equity Share 
Capital 
(Rs lakh) 


I Services 


Hanking, insurance, exchanges 

2 

175.64 

3. 

395.03 

— 

— 

5 

570.67 (4.04) 

Hotels, holding cos for 

4 

210.09 

8 

631.48 

— 

— 

12 

841.57 (5.95) 

Restaurants 

9 

14.14 

2 

5.31 

2 

2.92 

13 

22.37 (0.16) 

Architectural consultancy 
Engineering and technical 

— 

— 

— 

— 

2 

1.76 

2 

1.76 (0.01) 

con.sultancy 

5 

8.72 

2 

15.08 

1 

0.01 

8 

23.81 (0.17) 

Shipping 

1 

8.84 

— 

— 

1 

35.97 

2 

44.81 (0.32) 

Real estate 

Civil, and related 

— 

— 

3 

232.44 



3 

232.44 (1.64) 

construction 

Engineering and industrial 

3 

81.86 

5 

77.83 



8 

159.69 (1.13) 

projects construction 

3 

50.89 

3 

62.31 

— 

— 

6 

113.20 (0.80) 

General trading 

Trading in product of parent 

8 

75.09 

1 

1.77 



9 

78.86 (0.54) 

company/group 

9 

36.69 

6 

40.03 

2 

25.43 

17 

102.15 (0.72) 


Miscellaneous, i e, electrical 


repair, road transport, 
leasing, exhibition of films. 


conducted tours 

3 

9.69 

2 

18.23 

— 

— 

5 

27.92 (0.20) 

All services 

47 

671.65 

35 

1479.51 

8 

66.09 

90 

2217.25 (15.69) 

11 Industrial sector 
(with SlTC-code) 

0 Food 

3 

22.18 

2 

40.56 

3 

113.99 

8 

176.73 (1,25) 

1 Beverages 

2 

15.87 

2 

28.01 

1 

6.24 

5 

50.12 (0.32) 

26 (Man made textile fibics) 

3 

416.66 

2 

607.98 

— 

— 

5 

1024.64 (7.25) 

i Viscose staple 

2 

234.27 

i 

281.29 


- 

3 

515.56 (3.65) 

ii Polyester and nylon 

filament yarns 

1 

182.39 

1 

326.69 

— 

— 

2 

509.08 (3.60) 

27 Refractories of DBM 

— 

— 

1 

216.32 


— 

1 

216.32 (1.5) 

28 Zinc, lead, including their 

mining 

— 

— 

1 

59.76 

— 


1 

59.76 (0,42) 

43 Vegetable oils (proce$.sed) 

9 

10.32.11 

2 

24.51 

1 

35.33 

12 

1091.95 (7.73) 

i Refined palm oil 

9 

1032.11 

— 

— 

— 

— 

9 

1032.11 (7.30) 

ii Other vegetable oils and 

hydrogenics 

— 

— 

2 

24.51 

1 

35.33 

3 

59.84 (0.42) 

5 Chemicals 

Ii 

265.53 

8 

2178.90 

1 

4.25 

20 

2448.68 (17.33) 

of which (53) dyes, enamels. 

paints, pigments, varnishes (54) 

4 

42.13 

2 

150.09 

— 

— 

6 

192.22 (1.36) 

drugs and pharmaceuticals 

4 

144.34 

2 

18.92 

1 

4.25 

7 

167.51 (1.19) 

(56) fertilisers, phosphoric 

acid 

— 

— 

1 

1976.10 

— 

— 

1 

1976.10 (13.90) 

6 Manufactures of goods 

Class by material 

36 

3052.14 

13 

1694.26 

4 

121.79 

53 

4868.19 (34.45) 

of which (62) rubber products 

1 

11.03 

4 

130.47 

— 

— 

5 

141.50 (1.00) 

(64) pulp, paper and board* 

3 

1078.24 

1 

503.15 

1 

55.95 

5 

1637.34 (11.59) 

(65) textile yarns only 

7 

559.52 

1 

57.16 

— 

— 

8 

616.68 (4.36) 

fabrics (and yarns)* • 

7 

845.83 

1 

95.10 

1 

48.48 

9 

989.51 (7.00) 

(66) glass and asbestos 

products 

4 

269.52 

2 

302.64 

— 

— 

6 

572.16 (4.05) 

(67) iron and steel mfgrs 

6 

236.98 

4 

605.74 

1 

8.13 

II 

850.85 (6.02) 

(68) manufactures of 

other metals 

5 

33.87 

— 

— 

— 

— 

5 

33.87 (0.24) 

7 Machinery and transport 

equipment 

25 

1165.13 

10 

622.45 

3 

5.87 

38 

1793.45 (12.67) 

pf which (713/714) diesel 
engines, pumps, agri- 

cultural machines 

5 

142.78 

I 

7.09 

— 

— 

6 

149.87 (1.06) 

(73) machine tools (mainly) 

4 

237.67 

2 

413.31 

— 

— 

6 

651.00 (4.61) 

(775) kitchen and sewing 

machines, etc 

2 

217.% 

1 

5.32 

— 

— 

3 

223.28 (1.65) 

(760) automobiles and 

ancillaries 

10 

410.03 

2 

27.78 

2 

4.28 

14 

442.09 (3.13) 

8 Miscellaneous 

manufactured articles 

6 

116.39 

3 

43.34 

2 

26.16 

II 

185.89 (1.32) 

All industries 

95 

6086.01 

44 

5516.09 

15 

313.63 

154 

11915.73 (84.31) 

All “joint ventures” abroad 

142 

6757.66 

(47.81) 

79 

6995.60 

(49.50) 

23 

379.72 

(2.69) 

244 

14132.98 

(100.00) 


Noies: Units in operation and under implementation are as circa, January 1983; Abandoned units are those that after having reached operations 
were given up, nationalised, sold off or liquidated. 

* Includes pulp (alone) S1TC-2S. 

** Includes one unit manufacturing jute goods. 
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The way in which the capital was increased, •*' 
and the shares disposed of gives an impres¬ 
sion that the Indian company is hiding cer¬ 
tain facts, and it is quite likely that they are 
maintaining undisclosed funds abroad, par¬ 
ticularly when we observe that the capital 
repatriated to India after a period of seven 
years is just the same as that released by us 
earlier. The fact that certain German ladies 
invested a large sum of DM 2,00,000 in a 
losing jostensibly] firm also requires further 
investigation!’^' 

The cases of Thta Zambia (TZ) and Birla 
AG, in Zambia and Switzerland exhibit 
somewhat similar tendencies, so we will not 
go into them at length. Ihta Zambia was set 
up in Zambia as a tuily owned ‘joint venturi 
of Tkta Exports (TE). Apparently, exports 
of commercial vehicles and other products 
to Zambia and perhaps also to some other 
countries were routed through TZ, and 
through Ihta AG in Switzerland. Tata 
Zambia showed book losses. TE approached 
the government of India to sell off the shares 
of TZ since it was making losses. They 
wanted to sell TZ to a firm based in 
Switzerland ostensibly because ownership by 
a firm based in Switzerland would enable 
TZ to draw upon credit from the Swiss 
export finance banks. On repeated queries 
regarding the identity of the Swiss firm it 
was revealed that the Swiss firm was none 
other than Tata AG, then an 100 per cent 
subsidiary of Tata International, which in 
turn was a ‘subsidiary’ of Tata Sons Ltd, 
Bombay. Government allowed TE to sell off 
its shares in TZ. It was not that the govern¬ 
ment was unaware of the exchange (mani¬ 
pulation) implications that the proposal of 
TE raised. The following remarks by one of 
the constituent ministries of the IMCJV is 
interesting. “If the presumption that Tata 
AG, Switzerland is a subsidiary of the Tatas 
is correct, the current request of TE would 
actually be tantamount to one subsidiary 
acquiring control over another subsidiary. 
In the light of certain unsavoury experiences 


relating to subsidiaries and also-the intrac¬ 
tability of subjecting the subsidiaries to 
discipline from India, both the ministry of 
finance and the RBI have been, of late, quite 
chary in approving tne establishment of 
subsidiaries!’^^ 

At a later date, (sometime in 1984) TE was 
permitted by the government to buy back the 
shares of TZ which were being then held by 
a Hong Kong-based firm controlled by 
the Tatas. 

Birla AG was set up in Switzerland before 
the enactment of FERA. So, approval was 
granted post FERA. In this case regular 

TaBI I. 15: SKTORSOrOPtRATIONOF Ofi icial 
S liBsiuiARiF.s' Abroad 


Sector of Operation 

Number of 
‘Subsidiaries’ 
Abroad* 

1 Trading and marketing 

12 

(of which) commission agency 9 

2 Investments, holding other 

companies 

3 Manufacturing plantations 

II 

and mines 

4 Technical and management 
consultancy, software, main¬ 
tenance services other than 

11** 

(6) below 

5 Contract engineering and 

8 

construction 

6 Consultancy related to 

6 

hotels operation 

2 

7 Shipping agency 

2 

8 Book publishing 

1 


Notes: * Including subsidiaries/affiliates of the 
‘official subsidiaries' of Shaw 
Wallace and Company, and The 
Bombay Burmah Trading Corpora¬ 
tion. No of “subsidiaries is more 
than the sample size (48), since many 
firms had more than one activity. 

** Includes eight subsidiaries of one of¬ 
ficial ‘subsidiary of Shaw Wallace 
and Company in Sri l.anka. 


Table 14: Distribumon oe the Srfx k or Inuian Foreion DiRi tT bi tween Industrial and 

Servic e Activitus (Early 1983) 

(Hs lakh/NosJ 


fhnds abroad through commissions on 
exports (and imports) is quite large. The 19 
sample firms showed a fairly reasonable pro¬ 
fitability, their profit after tax (PAT) 
networth exceeded 10 per cent, and their 
PAT/equity share capital was 20.S per cent. 
The dividend pay-out ratio was only about 
38 per cent. 

The following two cases illustrate the 
point about getting around exchange restric¬ 
tions as an important factor in the setting 
up of ‘subsidiaries’ abroad. They are based 
on the Agenda Papers and on the corres¬ 
pondence between various government 
departments/ministries. 

In June 1966, the RBI had permitted 
M M Bilaney and Company, consulting 
engineers and architects to establish a branch 
office in Dusseldorf, West Germany to at¬ 
tract design contracts releasing foreign 
exchange amounting to DM 63,000 and a 
further £ 600 for the initial maintenance of 
M M Bilaney, one of the partners ol the 
Indian firm deputed to West Germany. 
However, instead of establishing a branch 
office, a subsidiary private limited company, 
Bilaney Consultants GmbH, was established, 
without the specific approval of the govern¬ 
ment. The ostensible reason was that therein 
the German operations would attract only 
lower rates of tax. While the conditions of 
approval stipulated that remittances would 
be made regularly, even as late as December 
1970, only the DM ll.OtX) allowed as loan for 
the German operations had been repatriated 
to India. As per the balance sheets submit¬ 
ted to the government, the initial authorised 
share capital was DM 20,000 out of which 
DM 5,(XX) was paid by the Bilaneys. The firm 
made losses ever since its inception, although 
the venture was projected to have a payback 
period of less than two years. The company 
had been operating with accumulated 
‘losses’ always exceeding DM 13,000 for over 
eight years. Moreover, “the authorised and 
pafd-up share capital of the subsidiary was 
increased to DM 10,000 and DM 25,000 
during the year 1970. The share capital was 
again increased to DM 2,00,000 during the 
year 1972 and appears to be fully paid up 
since no break up is given in the balance 
sheet for 1972. But the RBI was neither 
officially informed nor its approval obtain¬ 
ed’’.*' During 1973, the Indian shareholders 
and promoter directors disposed of their 
share holdings in the firm, without the prior 
approval of the RBI, for the ostensible 
reason that since the German firm was 
making losses and they wanted to save the 
capital. The sale proceeds at face value were 
repatriated to India. One wonders how, if 
the losses as reported were really genuine, 
the shares could have been sold off at 
face value. 

The motivations in all these transactions 
is quite clear: to avoid bringing back the 
. large profits the company was making, 
maintaining the same as undisclosed funds. 
We quote again, “After disposing of his 
shareholding M M Bilaney wanted to 
continue to function as its non-resident 
director without shareholding”. Further, 
M M Bilaney has been avoiding replies to 
our queries in spite of repeated reminders. 


1 Indian equity share capital on account 
of JVs 

2 Reserves attributable to Indian 
shareholders 

3 (Very rough) estimate of FDI on 
account of “subsidiaries" abroad 

4 FDI on account of all firms abroad 

5 Number of JVs 

6 Rough estimate of the number of 
“subsidiaries" 


Services 

Industries* 

Total 

2151.16 

11602.10 

13753.26 

184.47 

1671.52 

1855.99 

8037.96 

10373.59 

(40.82) 

82 

1764.43 

15038.05 

(51.18) 

139 

9802.39 

25411.64 

(100.00) 

221 

205 

45 

250 


Notes: A reserve/equity share capital ratio based on a 68 per cent sample in icrins of the Indian 
equity share capital is applied to all units in operation to arrive at these entries. 
Based on the equity share capital and reserve data for a poor sample of 19 firms and 
the data on the activities as in Tkble 14. Other inve.stmenis of Indian parent firms in 
the firms abroad in the form of loans are too miniscule (certainly for JVs) to be included. 
Figures in brackets are percentages to total. 

* Including plantations and mines. 

Source: Derived from 1kble 13. 
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Annex Table Geographical Pattern of Indian Joint Ventures’ Abroad. 1970, 1974, 1978 and 1982 
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annual reports and other details were being 
submitted to the RBI. The RBI and the 
ministry of finance wanted Biria AC to 
declare dividends in keeping with its pro* 
fitability. Biria AG was actually declaring a 
‘fair’ 10 per cent dividend (on equity share 
capital) but this was far too low in com¬ 
parison to the profit after tax or the level 
of reserves. On repeated requests from the 
government to increase the repatriations to 
India, Biria AG changed its directorship and 
share capital in such a way that the majority 
of directors were non-Indians thereby enabl¬ 
ing Jiyajeerao Cotton Mills Ltd, the holding 
company of Biria AC to give the excuse that 
the dividend payout ratio was not within 
their control. In this case the government 
was not on firm ground in insisting upon 
a certain dividend payout ratio from a firm 
registered abroad. In other words, there is 
little a government can directly do when 
firms abroad choose to keep their earnings 
and not bring them back to the home 
country. 

According to reliable sources, such cases 
are by no mean.s uncommon."” 

X 

Conclusions 

FDl from India is not a marginal pheno¬ 
menon. It has reached fairly large dimen¬ 
sions relative to home investments and FDl 
into India. It is comparable to FDl from 
other LDCs and from some of the small 
advanced capitalist countries. The pheno¬ 
menon has shown sustained growth since the 
late sixties, although of late, i e, 1981 
onwards, there has been a distinct slackening. 

The phenomenon draws attention on its 
own merits and cannot any more be viewed 
exclusively from the foreign exchange or 
export effect angles alone; as the government 
has so far chosen to do. It raises important 
issues related to the transnationalisation of 
Indian business, and the links developed 
with Indian business communities abroad. 
Official data is w'ocfully inadequate and the 
tight-fistedness of the government with 
regard to information on ‘subsidiaries’ 
and JVs must be cased, before any mean¬ 
ingful analysis of FDl from India Can be 
attempted. 

This study collates reliable information on 
the phenomenon, from inaccessible files of 
the government and other sources, to chart 
out the extent of the phenomenon and to 
build up a time series. Nevertheless, as 
regards the ‘subsidiaries’ the information 
remains quite inadequate. Even then, an 
attempt has been made to bring ‘sub¬ 
sidiaries' into the ambit of the discussion on 
FDl from India. 

(Concluded) 

Notes 

[The author is thankful to N K Chandra, 
Amitava Bose, Sudep Chaudhuri, C R Pratap, 
Deepak Nayyar,- N Ramachandran and Suben- 
dhu Dasgupta for their help and suggestions. 
He is grateful for the detailed comments made 
by R NagaraJ and Sunil Mani and is also in¬ 
debted to Alice Morris for many of the com¬ 
putations and tabulations. However, the short¬ 


comings that remain are entirdy his own.] 

33 As reported in UNCTC (Sailent Features). 

34 These firms covered 18 product groups, 
ibetiles and garments (43 units), food and 
beverages (20), chemicals and pharma¬ 
ceutical plastics (21), fabricated metal works 
(1^) were most affected. 

35 As revealed informally by a Sri Lankan 
citizen of Indian origin and officer in the 
Ministry of Industry, on leave in India. 

36 Pradhan, Radhe S (1984). 

37 Singapore and Hong Kong are known to be 
very important centres for the foreign 
operations of Indian banks. Offshore joint 
venture banks in these centres lend largely 
to ‘Indian’ businesses. Of course, it is dif¬ 
ficult to know thrpioportiun of lending to 
people of Indian origin but citizens of other 
countries, to non-resident Indians abroad, 
and to ‘benami’ and officially sanctioned 
firms abroad. Only the last category would 
be strictly direct investments from India. 
That very large sums of money are held in 
these countries by Indian businesses is com¬ 
mon knowledge, although there are no 
estimates of the sums so involved; 

38 lie, ‘Joint Ventures Abroad: An Apprai-sal’, 
irregular issues. 

39 The one large unit in Senegal involved the 
use of purchased phosphates ores to pro¬ 
duce phosphoric acid and fertilisers. There 
were two other units both in Nepal, one to 
mine magnesite and the other zinc and lead 
ores and to further process them. These 
were the only extractive industries. 

40 Letter from the RBI to Assistant Director, 
Enforcement (FERA) Gowrnment of India, 
dated December 13, 1977. 

41 Ibid. 

42 Agenda Papers, circa 1982. 

43 As revealed by a regular member of the 
IMCJV who would like to remain unnamed 
and confirmed by an officer of the RBI. 
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The Labyrinth of Bhakti 

On Some Questions of Medieval Indian History 

Hiren Gohain 

What was the social structure and the substratum of ideas and attitudes which gave rise to the bhakti move¬ 
ment of medieval India which drew support from diverse religious sects? What was the impact of Islam on the 
content of the movement which attempted to dissolve social taboos and prescriptive communal rules? What was 
the relationship between the phenomenal growth of the movement and the rise and expansion of commodity pro¬ 
duction and domestic trade in medieval India? And what if any are the parallels between the heterodox sects 
of the bhakti movement and the radical sects of European Protestantism? 


THE underlying connections of many im¬ 
portant historical phenomena still remain 
obscure because of the preponderance of 
chronicle-style narratives in our history. This 
is especially true of ideological develop¬ 
ments, which have been monopolised by 
spiritualists with their transcendent longings 
and social apathy. Historical processes arc 
thus further mystified rather than explained. 
There are of course exceptions like Kosanibi 
and Debiprasad Chattopadhyaya. But as 
path-finders they often cannot linger long 
even on an interesting spot or explore pro¬ 
mising byways. Besides, they have mostly 
concentrated on ancient Indian history. 
Further, their strong suspicion of mysticism 
and idealism appear to lead them at times 
into rather crass formulations.' 

The immense, prolonged and richly varie¬ 
gated movement of medieval India— 
generally known as the bhakti movement— 
has not yet benefited from such a searching 
study. There are a few good books, but they 
do not match the scope and complexity of 
the subject with a corresponding range of 
erudition and depth of scrutiny. Certain 
questions kept nagging me throughout when 
1 recently attempted a modest survey of the 
bhakti movement in Assam.^ 

The first question is the origin and back¬ 
ground of the bhakti movement. It is 
customary to see it mainly as an aspect of 
Vishnu-worship, especially in his human 
incarnations. Yet the shaiva form of bhakti 
had been not less ardent and intense, sug¬ 
gesting that the impulse was much deeper 
than attachment to a particular deity. What 
was the substratum of ideas and attitudes, 
or going deeper, social structure, common 
to vaishnavas and shaivsui? Again it is com¬ 
mon to trace the origin of bhakti to the 
Bhagavadgita.^ One indeed finds there the 
stress on monotheism, the deification of 
Krishna, and devotion as a superior path to 
salvation—all elements that played a vital 
role in later schools of bhakti. Yet the very 
sublimity of the conception and language 
there put them at some distance from the 
passionate longings and intimate fervours of 
the bhakti of medieval times. 

Kosambi secs apart from sublimating 
feudal loyalty two social functions of bhakti 
as it occurs in the Gita: (1) reconciling 
different sects and schools of thought 
among the ruling-classes duringa period of 


abundant economic surplus, and (2) guaran¬ 
teeing divine intervention in times of 
Adharma (impiety) and human distress.^ 
Yet dharma in the Gita is only one of the 
four-fold human goals, and it is different 
from moksha or salvation. It would thus 
follow that when god descended into the 
human world to rc.store dharma he would 
show more interest in buttre.s.sing a col¬ 
lapsing caste system than in establishing the 
Kingdom of Heaven on earth. The haunting 
fear of varnashankuras (offspring of 
miscegenation) and the anxious admonition 
to uphold swadharma (specific caste rules 
and taboos) certainly indicate a social crisis 
which does not interest Kosambi. 

The other important .sacred text for the 
vaishnava form of bhakti —the “bhagavata 
purana”—had been composed centuries later. 
It is definitely more tolerant and liberal in 
its attitude to caste, and concedes that a 
chandala devoted to god is more worthy of 
respect than a brahmin who has no true 
devotion in hi.s heart.’ Yet the twelfth book 
of the “bhagavatha puiana” has plenty of 
apocalyptic passages where social chaos is 
depicted with grim despair. Kaii Yuga is 
characterised by unbounded greed and 
oppression of kings, the ruin of the caste 
system including the monstrous rise of 
kaivartas and other despised castes to posi¬ 
tions of prominence, and the atrocious 
power of money to subvert even the justice 
of the courts. Women are particularly prone 
in this base epoch to behave with gross 
sexual freedom.* The “bhagavatha purana” 
also pays a rather fulsome tribute to the 
brahmin.s, who are adored by the great god 
Krishna himself, and whose property is 
iasured against the rapacity of the possessive 
kings.’ 

Bhakti in these two central texts thus 
remains ideologically subservient to the 
interests of the dominant intelligentsia and 
the ruling-classes even in the midst of social 
crisis. It is yet to turn into a movement of 
radical social protest against an oppressive 
social structure." This reorientation comes 
through the leaven of popular feeling in the 
work of the alvar saints of south India, 
many of whom belonged to the lowest strata 
of society and whose songs were filled with 
a profound sense of worldly distress and 
ardent longing for god as friend and 
redeemer.* A later North Indain saying 


declared that bhakti First arose in the south, 
was then revealed by Ramananda, and 
finally spread broadcast by Kabir. It was the 
emotional leaven, with close and deep links 
with popular feeling, that brought bhakti to 
its influential radical .stage. 

How did it happen? Historians of ancient 
India like R S Sharma and Romilla Thapar, 
following in the footsteps of Kosambi, point 
out how during and following the Gupta era 
outlying areas in the south, central India and 
eastern India made the transition to plough- 
agriculture and adopted a pattern of social 
life marked by the exalted position of the 
brahmins, who almost received an obeisance 
due to gods and corresponding exploitation 
and degradation of a vast and heterogeneous 
mass of sudras who provided the labour for 
the transformation."’ And the kings of such 
regions, nco-kshatriyas recruited from the 
ranks of tribal chieftains, were only too glad 
to follow literally all ihe traditional ritual 
obligations of kingship, including the very 
important one of preservation of caste. It 
is significant that the ancient copper-plate 
inscriptions of Kamarupa (old Assam) refer 
a number of times to the king’s active role 
in maintaining the varnashrama dharma or 
the caste system." 

Thus it is arguable that like the negro 
spirituals of the American deep south, the 
bhakti movement was a sublimation of 
terrible worldly suffering, pain and misery 
that found natural outlet in spontaneous, 
sweet-sad and poignant devotional songs. 
The compensatory imagination of a friendly 
and loving god, who would not abandon the 
devotee in his most forlorn moments, seems 
to have been compelled by grim and relent¬ 
less exploitation and oppression. At the same 
time it also made for adjustment and adap¬ 
tation to the pains and privations of the real 
world, Further, this was a more acceptable 
creed than the esoteric cult of tantra, which 
merely veiled actual social misery through 
the fantasy of primitive communism.'^ As 
far as I can see, the main attraction of tantra 
must have been'the recall of primitive com¬ 
munism and tribal solidarity through ritual 
inter-caste dining, ritual equality of women, 
and ritual freedom of sec. 

When Ramanuja, following a line of 
acharyas, decided to give an exalted status 
to the prubandham of the alwar saints, it was 
a marked departure from the convention 
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Choi the yedas alone, the monopoly of the 
brahmin intelligentsia, had a claim to be the 
‘Word of God*. Ramanuja’s bhakti pres¬ 
cribed charity to the oppressed and the 
injured, and it was a more progressive 
doctrine than Shankaracharya’s advaila 
which obliterated all social differences and 
degrees at the transcendent level only to 
insist rigidly on enforcing them in day-to- 
day life.*’ But Ramanuja showed a 
patronising attitude to the siri (woman) and 
the sudra, did not overturn the ritual 
supremacy of the brahmin, and preserved 
the overriding status of Sanskrit as the 
sacred language.'^ But Ramananda, a later 
follower of his sect, settled in Benares, and 
threw the doors of bhakti open to all castes 
and professions, including the mpst despised 
and degraded. His great disciples abandoned 
Sanskrit altogether to speak in Bhasa or the 
language spoken by the people. They totally 
ignored the ritual purity and supremacy of 
the brahmin which found a place even in the 
“bhagavata' purana” and allowed true spiri¬ 
tual authority to a genuine bhakta from any 
caste. There is here a clear transition from 
notions of ritual purity to thotse of sincerity 
and spiritual purity, dramatically demon¬ 
strated in many of Kabir’s iconoclastic acts. 
The age-old caste structure iS .simply laid 
aside. If Ramanuja had widened the scope 
of society to accommodate the new ques¬ 
tionings and aspirations, the later bhaklas 
undermined the foundations of that unjust 
society itself. 

Kshiti Mohan Sen’s outstanding work, 
“Medieval Mysticism of India" (1935) is 
sometimes given to closeness to the soil and 
that great religious liberal did not allow his 
vision to be clouded by orthodox prejudices. 

He divided the great saints of medieval India 
between those who accepted central Hindu 
scriptures and institutions within a reformed 
and liberalised framework, and those who 
rejected them outright. Indeed they even 
overcame the fear of and prejudice against 
Islam and went on to found virtually new 
religions free from the narrowness of both 
orthodox brahminism and orthodox Islam. 
Kabir, Nanak, Dadu and Rajjab desired to 
anchor their views to a i^ree religious 
atmo.sphere untrammelled by external 
symbols and observances. They made fun of 
the sraddha, obligatory Hindu funeral rites, 
and were less concerned with god as an 
avatara than as a presence within every 
human heart.'* Ifaditional religious con¬ 
cepts were re-interpreted, so that maya 
changed from cosmic illusion somehow 
emanating from god himself to conventional 
beliefs and attitudes that prevented the 
meeting between the self and the god within. 
The emotional fervour of bhakti must have 
a^ed as a solvent on rigid social taboos and 
prescriptive communal rules. 

How far was this change linked to the 
advent of Islam? Ihra Chand’s “Influence 
of Islam on Indian Culture" (1922, first 
published in 1946) and Sen’s book show 
decisively that the heterodox bhaktas owed 
a lot to Muslim sufls, who mixed with the 
down-trodden, illiterate masses without 
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pretence and presumption, and practised the 
fellow-feeling for the creatures of god that 
they preached.'^ The inward-looking 
meditation of the sufi saints also helped to 
release the individual from the constraints 
of conventional society. This is a point hotly 
contested by some historians who would not 
have the ‘native’ religion owe anything to an 
“alien’ source Yet popular traditions resound 
with stories of Kabir’s and Nanak’s wan¬ 
derings as far as Basra and Baghdad in 
search for spiritual enlightenment. From the 
accounts of Sen and Ikrachand it appears 
that ideas travel and penetrate society in 
ways other than those of floating seeds, not¬ 
withstanding the endeavour of idealists to 
prove the contrary. Islam and Hinduism 
found a meeting-ground in the masses of 
new converts to Islam, people who belonged 
to the lowest and most despised castes and 
were subject to grim exploitation and oppres¬ 
sion. Another meeting-ground was found in 
the minds of travelling peddlars and small 
traders, whose livelihood tended to free them 
from local prejudices and customary inhibi¬ 
tions. The new converts could hardly have 
been deeply immersed in Islamic traditions. 
They had embraced Islam, moved by the 
piety and loving humanity of the sufi saints, 
but the entire hinterland of their mind had 
been still under the spell of age-old Hindu 
concepts and attitudes. They had every 
reason to resent brahminical tyranny and 
humiliation, but both the language and ideas 
of Islam were only partly assimilated by 
them. That is why the mission of the bhaktas 
which made use of ideas familiar to them 
and yet transcended the narrowness of 
orthodoxy had such an impact on them. 
Many of them must have drifted towards 
various forms ot bhakti, along with other 
castes that had not changed their religion. 

But by itself the impact of Islam cannot 
explain the phenomenal growth of bhakti. 
Historians have rightly sought an explana¬ 
tion in the ri.se and expansion of commodity- 
production and domestic trade in medieval 
India.'* It seems to me that Soviet 
historians have grasped this point more firm¬ 
ly, though I am not aware of any systematic 
treatment of this subject. A swift survey of 
the scene will be quite in order here.'" It 
must be borne in mind that in backward 
regions like Assam and Maharashtra proper, 
where commodity production did not reach 
the degree of development it did in Gujarat 
and some parts of north India, the heterodox 
forms of bhakti with their defiance of 
orthodox Hindu traditions also failed to 
burgeon. The caste structure, along with the 
ritual supremacy of the brahmin, prevailed 
in spite of the challenge from the liberal 
bhaktas.^ Further, even in the advanced 
areas, feudal institutions and ideas revived 
sufficiently in the end to limit the effec¬ 
tiveness of the heterodox preaching. 

Tlic combination of agriculture and 
domestic industry, considered by Marx the 
basis of the ‘unchanging’ Asiatic society, and 
inferred by Kosambi to have been the stable 
unit of Indian feudalism emerging after the 
collapse of empires.^' was certainly not 
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transformed completely. Areas remote from 
the centres of growth retained that form 
down to British times. But that mode of pro¬ 
duction and its corre.sponding social rela¬ 
tions undoubtedly underwent significant 
changes during the period under review. The 
village artisan in such areas ceased to be a 
mere servant of the village community, and 
began to cater to a wider clientele through 
the market, the small trader helping him to 
sell his goods at places far from his native 
village. Money transactions replaced barter, 
at times helping to improve the economic 
position of the artisan. Specialisation and 
division of labour increased at a pretty fast 
pace, and even the implements of produc¬ 
tion showed improvement. This rise in pro¬ 
ductivity and circulation of commodities led 
to the growth of towns, which now depended 
on trade and industry to a remarkable extent. 
Such towns as Dacca, Patna, Surat, Masuli- 
pattam had the majority of their residents 
dependent on industry, especially weaving. 
Out of an estimated population of two 
million in the Bhagalpitr district in the late 
18th century. 1,69,000 were spinners and 
7,500 weavers. There was regular trade in 
foodgrain, thread, spices, etc, between 
Bengal and coastal areas of the Deccan and 
the Punjab.Correspondingly roads and 
communications also improved. The ruins 
of serais or travellers’ inns dotting the major 
roads of the Mughal times bear eloquent 
testimoney tc the flourishing commerce of 
those days. On the other hand in A.s.sam, in 
spite of a brisk increase in trade, even the 
bullock cart was unknown before the 
nineteenth century. Marx himself had testi¬ 
fied that in the eighteenth century India’s 
balance of trade with Britain had been 
favourable and Indian textiles far out¬ 
weighed the British exports to India. 

This growth of commodity production 
had its expected impact upon the social rela¬ 
tions. New ca«tc groups had formed cor¬ 
responding to the increasing division of 
labour. Rigid caste rules and taboos had also 
been loosened up in some respects. Brahmin 
widows now found a source of livelihood in 
the despised occupation of spinning.^* 
Dependence on the market may also have 
freed the aitisans from direct fcdual links, 
given them a taste for independence and self- 
respect and a new courage to think more 
highly of their lowly professions, it is 
interesting that Kabii was a jotah or weaver, 
Dadu (or Daud) a cotton-carder or Muslim 
origin, and Ravidas a shoe-maker. It is also 
noteworthy that all three of them believed 
in doing an honest day’s labour, economic 
self-reliance, and ridiculed asceticism and 
renunciation of the world.’' Abdul Fa^l 
reports that Akbar the (ireai took special 
care to fix the prices o( essential com¬ 
modities througliout his realm on the basis 
of pci iodic studies of the market, and taxes 
on the people including the artisans had also 
been similarly fixed.But Aurangreb 
showed no such compunctions.^^ Only the 
bare subsistence was left with the working 
people in the extortionate demands of the 
state on their income. The alienation of the 
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court and the feudal ruling orders from the 
people from his time onwards is thus sug¬ 
gested by such trends, whereas Akbar’s con¬ 
cern showed a relatively progressive role of 
the state in his time. Aurangzeb persecuted 
some of the new sects and sufi saints, but 
Akbar had been sufficiently influenced by 
the new intellectual and spiritual currents to 
abandon Muslim orthodoxy. Aiirangzcb's re¬ 
action seems to us roughly contemporaneous 
with the feudal counter-attack. Some of the 
Hindu princes at the same time (those of 
Assam for instance) also started to persecute 
the new liberal trends and patronise a rigid 
version of Hindu orthodoxy. The economic 
position of artisans declined in the eigh¬ 
teenth century as a result of such feudal 
extortion in spite of the rise in productivity 
and the expansion of the market. Death 
from famine and starvation was a familiar 
fate.-* 

But the new trends certainly had pro¬ 
gressive, democratic potentialities. The 
widending of economic and social links 
beyond the narrow confines of the village- 
community led to wider and mpre liberal 
notions of human relations than allowed by 
Hindu orthodoxy. The new sprit ual con- 
.sciousness of the heterodox .sects, like the 
radical sects of European Protestantism 
(chronicled by Troeltsch and other histo¬ 
rians), laid great stress on the “movement 
of the spirit within”, an experimental attitude 
to spiritual truth.s, and a categorical rejec¬ 
tion of the feudal hierarchy in spiritual 
life.^ The society of hhaktas, who at times 
broke off from conventional communities to 
live separately, was potentially more demo¬ 
cratic in that they made light of all tradi¬ 
tional distinctions. Like Wycliffe and Luther 
the medieval Indian saints also cultivated the 
languages of the people. Of course there are 
important differences, like the Indian 
reliance on the Guru or Pir. But the parallels 
are too striking to be thought accidental. 

The Weber-Tawney thesis on the connec¬ 
tion between the Reformation and the rise 
of capitalism still remains a very convinc¬ 
ing hypothesis. ’® The question that naturally 
occurs to us is, why capitalism did not follow 
the remarkable development of commodity 
production in India. While some historians 
dismiss that question as smacking of a 
unilinear scheme of human progress and 
hence ii relevant, others argue that the 
natural growth of native capitalism had been 
frustrated and foiled by the deliberate 
sabotage by western colonialists.^' The 
further question raised by this answer is, why 
did not the budding Indian capitalist class 
fight back before the westerners grew mote 
powerfully? Why, again, did it not hasten 
to seize power even when the feudal forces 
had suffered a decline? One possible ex¬ 
planation was the failure of the Indian 
bourgeoisie to. develop a revolutionary 
political ideology and a sound political base, 
whether in the civic organisations or in the 
community of new proselytes. The fact that 
the sikhs in the Punjab and the Moamorias 
in Assam did take to arms suggest that such 


a possibility couia not be ruled out of hand. 
But the fact remains that the possibility was 
only thinly realised. In the west the first 
phase of the Reformation succeeded because 
the secular princes supported it in their greed 
for the vast landed property of the Church. 
In the second phase there was an attempt 
to take over power from the kings and 
princes themselves, as in the English Revolu¬ 
tion of the seventeenth century. Concomit¬ 
antly, one may observe that the Puritans and 
advanced Reformers showed a paradoxical 
enthusiasm for science.’^ Bacon believed 
both in Protestant doctrine and the necessity 
of adding to god's glory through such 
human efforts as improved technology.” 
The radical forms of bhakti rather remind 
us of anabaptism with its elements of strong 
social protest and revolutionary tendencies, 
confined to the lower orders of society but 
held in deep suspicion by the affluent and 
the learned.” 

Long before the European merchants 
became a menace, the development of com¬ 
modity production and liberal social rela¬ 
tions seem to have reached a kind of plateau 
in India, and one witnesses feudal relations 
and ideology once again conquering the 
space Wrested from them by ideas of human 
dignity and freedom. Even the lives of the 
great saints become shrouded in obscurantist 
mystification. Kabir is given out to be a 
brahmin by birth, and Dadu is held to be 
a human incarnation of god, whose caste is 
indeterminate.^’ While the tailor Namdev’s 
remains had been buried under the gate of 
the shrine of Pandharpur, the priests now 
begin to plead it was a different Namdev, a 
brahmin who had been so honoured for his 
piety.’* In Assam vaishanava satras or 
monasteries, founded by great men with 
radiant humanistic ideals and radical 
attitudes (though not going as far as the 
heterodox saints like Kabir or Nanak) in the 
sixteenth century, later became the pillar of 
the caste-system.’^ The simple trail of 
bhakti with its cry of the heart ended in a 
labyrinth. 
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DISCUSSION 


Keynesian Economics and 
the Indian Economy 

L K Jha 


AT a time when there is a growing tendency 
among economists to have recourse to modish 
mathematics, it is with real pleasure that one 
reads A K Dasgupta’s piece on ‘Keynesian 
Economics and LDCs’ (EPW, September 19) 
in which the author makes his points in plain, 
persuasive prose. What prompts this comment 
is that 1 thought I should put down some of 
my own thoughts on the role of demand in a 
country like India. 

Both Dasgupta and V K R V Rao belong to 
a generation which had already achieved 
academic renown when Keynes propounded his 
General Theory, while I was an impressionable 
undergraduate in Cambridge listening to lec¬ 
tures in which he propounded his ideas before 
they came out in print. Later, when I got in¬ 
volved in the shaping and administration of 
India’s economic policies, time and again, I asked 
myself the question to which Dasgupta has ad¬ 
dressed himself; What is the relevance of the 
Keynesian approach in a country like India? 
Could the Indian economy be puUed out of its 
state of chronic—not cyclical—depression by 
a stimulus to demand? Or was the constraint 
of capital shortage, on which Dasgupta has 
dwelt, and not demand the real obstacle to 
employment generation and growth? The con¬ 
clusion I came to was in tune with what Nurske 
had to say in his “problems of capital forma¬ 
tion in underdeveloped countries”. He stated; 
The supply of capital is governed by the abili¬ 
ty and willingness to save; the demand for 
capital is governed by the incentives to in¬ 
vest. On the supply side, there is the small 
capacity to save, resulting from the low level 
of real income. The low real income is a 
reflection of low productivity, which in its 
turn is due largely to the lack of capital. The 
lack of capital is a result of the small capacity 
to save and so the circle is complete. On the 
demand side, the inducement to investment 
may be low because of the small buying 
power of the people, which is due to low pro¬ 
ductivity. The low level of productivity, 
however, is a result of the small amount of 
capital used in production, which in its turn 
may be caused at least partly by the small 
inducement to invest. The low level of teal 
income; reflecting low productivity, is a point 
that is common in both circles. 

The manner in which demand had influenced 
investment in India is clearly brought out by 
looking at our past experience. The sectors of 
the Indian economy in which there had been 
a signifleant measure of development during 
the days of British rule were those in which ex¬ 
port demand had attracted external capital, e 
g, tea plantations and juta Matches and cheap 
cigarettes were among the few industries for 
which the domestic demand was high enough 
to attract foreign investment. Some enterpris¬ 
ing industrialists no doubt ventured to invest 
in more significant fields, lila textiles and even 
steel, but, with limited domestic demand much 


of which was diverted to imports, they often 
incurred losses. In agriculture too, the crop pat¬ 
tern was influenced by the growing externial de¬ 
mand for cash crops, like cotton and oilseeds 
compared with the sluggish demand for food- 
grains. Such growth as we had was ‘export-led*. 

The phase of import substitution began in 
World 11 when imports had to be drastical¬ 
ly curtailed on account of shipping difficulties 
and supply constraints, while there was an up¬ 
surge in domestic demand to meet defence 
needs. During this period serving in the supply 
department, I witnessed and assisted in the pro¬ 
duction for the first time in India of machine 
tools, armoured fighting vehicles and other 
technically advanced products. After indepen¬ 
dence, domestic demand continued to rise on 
account of public sector investment and rUing 
income levels, while policies of protecting 
domestic industries reinforced by the shortage 
of foreign exchange, acted as a check on im¬ 
ports. An analysis of the new industries, which 
were set up in this phase, brings out a 
preponderance of those catering to the con¬ 
sumption of upper income groups, whose de¬ 
mand was effective because they had the 
necessary purchasing power. 

While the country was rapidly industrialising 
itself during the first three plans under the im¬ 
pact of growing demand for industrial goods, 
the agrarian economy continued to be sluggish. 
Whenever there was a good harvest, inadequacy 
of effective demand led to a collapse of 
agricultural prices. If the crops were poor, such 
increase in prices a.s took place went to traders. 
Further, any excess of demand over output— 
of foodgrains, cotton and even tobacco—was 
mostly met by imports tinder PL-480. It is dur¬ 
ing the drought years of the mid-60s that the 
dangers of dependence on imports for feeding 
the population in a vast agricultural economy 
came to be adequately realised. 1 was asked to 
chair a committjw to go into the policy for 
foodgrains prices with D T Lakdawala and 
S R Sen as members of the committee. We 
unanimously recommended that there should 
be a good support price for foodgrains and that 
the state should purchase any surplus, if pro¬ 
duction exceeded demand at those prices. When 
government accepted these recommendations, 
the assured demand encouraged farmers to 
make the investments, by borrowing from 
banks, in seeds and fertilisers to herald the 
Green Revolution. 

Against this background, it is clear that de¬ 
mand plays an unquestionable role in pro¬ 
moting sectoral growth. But what about overall 
growth? The point Dasgupta makes is that with 
the shortage of capital addition to aggregate 
demand through budgetary deficits wiU not 
help countries like India. This, to my mind, is 
too negative a conclusion and not borne out 
by our actual experience. During the Hrst three 
plans, the overall rate of industrial growth— 


not just of selected industries—quadrupled in 
comparison with what it had been in the first 
half of the century. Side by side, the level of 
savings, as a percentage of GNP, also was going 
up. No doubt, taxation helped in curbing cur¬ 
rent consumption. But there was also an in¬ 
crease in the level of voluntary savings, as the 
return on investments began to improve. In ad¬ 
dition, budgetary deficits helped capital forma¬ 
tion in the .«me way as taxation—through forc¬ 
ed savings. In a piece entitled ‘Deficit Financ¬ 
ing, Capital Formation and Price Behaviour in 
an Underdeveloped Economy’, V K R V Rao 
had argiled in the February 1953 issue of Indian 
Economic Review that (within limits of course) 
deficit financing could contribute to capital 
formation. 

It is true that deficit financing would raise 
prices unless there is idle capacity for it to reac¬ 
tivate. But many of the methods of additional 
resource mobilisation, such as indirect taxation 
and upward revision of administered prices, 
also lead to an uptrend in prices. It would also 
not be easy to argue that taxation through 
deficit financing would he more regressive than 
our excise duties, whose incidence has been 
mainly on the lower income groups. Further, 
since budget deficits result in higher incomes, 
they can, therefore, be targeted to promote more 
equitable income distribution. Unquestionably, 
the price support extended to agriculture im¬ 
proved the terms of trade for the agrarian sec¬ 
tor. If budgetary deficits are consciously used 
to promote productive employment, they can 
help the objective of growth with .social justice. 

In this context—to become autobiographical 
again—1 had, in November 1976, addressing 
a meeting of the Forum of Financial Writers 
in New Delhi, put forward the idea of a ‘Food 
for Work Programme* which subsequently 
came to be adopted. Since then, generalising 
the basic idea underlying the food for work pro¬ 
gramme, I have been repeatedly arguing that 
we should aim at^roducing a surplus of wage 
goods. Such an effort would not only generate 
a lot of additional employment by itself, but 
also enable us to create more jobs through 
deficit financing without the danger of infla¬ 
tion. What is more, the new employment gene¬ 
rated by public works financed by budgetary 
deficits would help transform labour, of which 
we have a surplus, into capital of which, as 
Dasgupta rightly emphasises, we have such a 
shortage. 

To sum up, I feel that the injection of addi¬ 
tional demand through budgetary deficits can 
be a useful tool in promoting growth in priority 
sectors as well as creating new job oppor¬ 
tunities. This does not mean that the Keynesian 
ideas of the mid-sixties can be straightaway ap¬ 
plied to India in the mid-eighties; they have to 
be adapted to our conditions and objectives. 
Instead of thinking of aggregate demand, we 
should focus on sectoral demand. What worries 
me is that such a high proportion of budgetary 
outlays get spent on public administration, con¬ 
tractors and other intermediaries and eat into 
the resources for raising agricultural and in¬ 
dustrial production and benefiting the rural 
poor. In consequence, the agriculture and in¬ 
dustrial sectors are recording much slower 
growth rates than the tertiary sector. 


Economic and Political Weekly November 14, 1987 


1973 



Labour Relations in Agriculture 

A K Srivastava 


THIS refers to the article 'Labour ReUtions in 
Agriculture: A Study in Contrasts* by Ashok 
Rudra (EPW. April 25). The author has made 
a comparative study of two rural areas in West 
Bengal—one relatively developed (Bardhaman) 
and the other relatively backward (Bankura). 
He has come to the conclusion, surprising to 
him, that labour relations in agriculture in the 
backward area are more advanced than those 
in the developed area. Labour relations which 
permit greater freedom to labourers in their 
dealings with employers have been considered 
by the author as more advanced compared to 
labour relations which give less freedom to 
labour. The author himself is conscious that 
there ate some problems with this criterion of 
judging the degree of advancement of labour 
relations. Sometimes freedom may mean 
freedom to starve. On the other hand, some 
fteedoro may have to be sacriflced in the in¬ 
terest of assured meal.s, shelter, etc. 

The article raises more questions than it 
answers. This by itself is not a bad thing 
because it is useful to raise the right kind of 
questions. 1 wish, however, that the author had 
tried to fathom the reasons for the apparent 
paradox that the supposedly more advanced 
area has less advanced labour relations than the 
relatively backward area. 1 am aware that 
labour r^ions were only one part of the study 
carried out by the author and his team of 
researchers. Also, one cannot expect a com¬ 
prehensive discussion of all relevant points in 
a short article. However, the author has given 
pride of place in his thesis to the domination- 
subordination aspect of relations between 
labouren and employers. In this context, 1 
would have expected a more detailed look at 
the problem of debt bondage, and some men¬ 
tion of the number of scheduled castes and 
scheduled tribes among the agricultural labour. 

However, this piece would not have been 
written but for some specific problems which 
I have with the article: 

(a) From Ikble 1 a of the article it is clear 
that SO.S per cent of the labourers of 
Bardhaman area are casual labour while in 
Bankura the percentage of casual labour is 30.3. 
However, the author does not draw the conclu¬ 
sion from these facts that the labourers in Bar- 
dhaman are more free and therefore the labour 
relations there are more advanced. The author 
has given some reasons for this. He says that 
the degree of freedom should not be confused 
with the duration of the contract. He goes on 
to say “A daily labourer can be^ and often is, 
under the domination of an employer in various 
ways. A labour working for the same employer 
over several years, let alone just a few months 
or just a year, is often a farm servant with an 
atmual (or some other period) contract which 
he renews voluntarily year after year. In this 
connection, it may be kept in mind that out¬ 
side agriculture in the industries tmd the ser¬ 
vices workers with permanent appointments are 
regarded as eiyoying better service conditions 
than those with temporary appointments: 
likewise wqrkers with temporary appointment 
for a period are regarded as better off than 
those working on a daily basis”. 

One may or may not agree with this reason¬ 


ing. But it was expected of the author that hav¬ 
ing adopted the stand that, under certain cir¬ 
cumstances, a long-term contract may be bet¬ 
ter than a short-term contract he would be in¬ 
sistent in sqiplying this yardstick in assessing 
the state of labour relations, unless there were 
strong reasons for not doing so. However, this 
is just what the author has not done in assess¬ 
ing the degree of freedom/unfreedom in attach¬ 
ed and semi-attached situations. Ihble 1 b 
shows that 93.7 per cent of the attached and 
semi-attached laiur in Bardhaman have con¬ 
tracts of indefinite durations. On the other 
hand, the table shows that most of the attached 
and semi-attached labour of Bankura have con¬ 
tracts of definite duration. Most of these are 
for short duration of periods less than a yeu, 
the bulk being contracts of two years. The 
author goes on to explain about Bardhaman 
that "most of the semi-attached labourers are 
of the second type; that is, while their contracts 
are for the whole year, they do not get any an¬ 
nual or monthly payment on a regular basis. 
They are at the 'beck and call’ of the employers: 
they have to work on whatever day they are call¬ 
ed to work by the employer and get paid for 
the day; on other days, they are neither given 
any work nor paid any wages!' It is a discrepan¬ 
cy here that the author has talked of contracts 
for the “whole year”, while in Ihble 1 b these 
are stated to be contracts of “indefinite dura¬ 
tion”. The author concludes that the ‘beck and 
call’ labour are worse off than the other kind 
of attached or semi-attached labour who have 
fixed-duration on contracts for short periods. 
He saysv “Clearly the labourers of the Bankura 
area have much better bargaining position than 
those of Memari (Bardhaman) area”. In other 
words, in the case of attached and semi- 
attached labour the author has taken the stand 
that a long-term contract may not be a good 
thing. This is in contradiction to his stand, 
while discussing casual labour, that a long-term 
contract is preferable. 

I do not know whether the author's assess¬ 
ment of the ‘beck and call’ type of contract is 
correct or not. One only wishes that more facts 
were given to enable the reader to make up his 
mind. 1 would imagine that in actual practice, 
it will be difficult to distinguish betvreen casual 
labour and ‘beck and call’ labour (recall the 
author’s thesis that a daily labourer may be less 
free than a labourer with a contract of some 
duration). How did the author overcome this 
problem? What is the sanction behind the lieck 
and call’ contract? What happens when the 
labourer does not respond to the employer’s 
call? What is the frequency of such cases of 
disobedience? How docs the labourer earn his 
livelihood when he is not called? Does he get 
enough work on reasonable wages elsewhere 
and how often is he “not called" by the emplo¬ 
yers? The author .says that the Bardhaman area 
has cultivation in all the four seasons and 
“therefore naturally there is considerable 
employment over the year”. 1 would imagine 
that this would reduce the rigours of the ‘beck 
and call’ system as far as the availability of 
work and regularity of wages are concerned. 
Here, it is also relevant to mention that the 
author has stated that 31 per cent of the semi- 


attached and attached labourers in Bardhaman 
area own land or take land cm lease This point 
will be discussed subsequently. 

(b) Wliiie discussing the degrees of servility 
in various kinds of relationships the author 
observes, “Obviously, even more servile are the 
conditions of the worker who is working for 
the employer on a continuous basis as a func¬ 
tion of a long-standing debt. (However, such 
debt bondage hat all but disappeared in most 
parts of West Bengal and no cases of them have 
been found in the two areas studied.)” The 
statement that no cases of long-standing debt 
have been found in the two areas studied, does 
not tally with the figures given in Ihble 2, even 
assuming that the author draws a distinction 
between ‘long-standing debt’ and “old debt in¬ 
curred by the labourer himself’. According to 
Bible 2, ll.S per cent of the labourers had taken 
old debts themselves in the Bankura area. 4.2 
per cent had hereditary debts and 33.4 per cent 
had old debts taken by themselves in the Bar¬ 
dhaman area. At another place, the author says 
that “hereditary debt does not also seem to be 
an important factor. The few cases encountered 
all belong to the village Bhattapara (in Bankura 
area), there being not a single case in the other 
three villages” This is not in consonance with 
Tkble 2 in which not a single case of hereditary 
debt is reported in respect of the Bankura area. 

In view of the law on the subject, prima facie 
it would appear that the cases of hereditary 
debts and old debts incurred by the labourer 
himself are instances of debt bondage. But there 
is not a single word in the article to explain as 
to why the author does not consider them as 
cases of debt bondage. 

(c) The point about land possessed by labou¬ 
rers has bMn referred to earlier. Ihble 3 of the 
article gives information about the land posse¬ 
ssed by labourers. According to the table; 28.9 
per cent of the labour (both daily and semi- 
attached and attached) in the Bankura area 
possess land; and the average amount of land 
possessed per labourer is 39.3 acres. This is 
obviously improbable The author has stated 
elsewhere in the article that the land possessed 
per landed labourer in the Bankura area is0.59 
acres. It seems, therefore, that this confusion 
has been caused by the printer’s devil. 

As regards the Bardhainan area, 31.2 per cent 
of the semi-attached and attached labourers 
possess land and the average amount of land 
possessed per semi-attached and attached 
labour is 2.11 acres. It is not clear from the 
article as to how much of the labourers’ land 
is irrigated. But the author has stated that the 
Bardhaman area has multiple cropping, 
modern irrigation, etc. It is, therefore; possible 
that even the small holding of 2.11 acres may 
be providing work to semi-attached and attach¬ 
ed labourer when he is not called for work by 
the ’beck and call’ employer. This may further 
reduce the rigour of the ‘beck and call' system. 
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LETTERS TO EDITOR 


Working Capital 

IN his recent paper, ‘Towards a Com¬ 
prehensive Theory of Working Capital: A 
Techno-Financial Approach’ {EPW, 
August 29) Hrishikes Bhattacharya has, 
perhaps for the first time, captured all 
essential elements of working capital 
management in a single model making it 
easier for the financial analysts and cor¬ 
porate finance managers to view working 
capital management from the perspective 
of total productive operations of the 
business. Hitherto, the approach has been 
rather closed and disjointed. Even the 
Tkndon and Chore Committees’ approach 
have suffered from these demerits. 

However, I want to point out a few 
discrepancies that have crept into the 
arithmetical and accounting presentation 
of the system. One is related to the 
calculation of Core Working Capital 
(CWC) and projection of work-in-process 
for a projected level of activity. It is true 
that if the fixed overheads remain more 
or less constant in the projected year’s 
level of aaivity (which is usually the case) 
the CWC multipliers for work-in-process 
will give an almost exact value of work- 
in-process in the projected year because, 
as has been shown by Bhattacharya, the 
Hxed overheads remaining constant per 
fund cycle, will now be distributed over 
a large volume of production released by 
each fund cycle. But if there has been a 
sudden and substantial increase in sales 
(SO per cent as assumed by Bhattacharya 
in his example) then obviously there will 
be an increase in fixed overheads as well 
particularly because of the semi-variable 
component of overheads. Bhattacharya 
has assumed that overheads will increase 
to Rs 5,500 from the present level of 
Rs 4,320. If work-in-process of a firm is 
presumed to be the conversion fund 
(which is Rs 246 in the second example) 
then we should get back this figure as 
projected work-in-process of the firm 
when we multiply the projected CWC 
(Rs 254.70) with its relative multiplier, 
i e, 0.96. But we get instead Rs 244.51 
(Ikble 9). The difference is small—only 
Rs 1.49—even for about 30 per cent rise 
in overheads and hence, can be said to be 
negligible but it points to the fact that a 
rise in overheads cannot exactly be 
adjusted within the framework of CWC 
cycles. One way to solve this problem is 
to take conversion fund cycles instead of 
CWC cycles but it will leave out the 
overheads which are an important com¬ 
ponent of cost of sales and enter into all 
current assets of a firm. 

Secondly, the cost of production has 


presumably been assumed by Bhattacharya 
as variable or predominantly variable with 
the volume of activity which is in agree¬ 
ment with the appraisal system under 
CAS. This, however, differs from the cost 
of production calculated by cost accoun¬ 
tants because they include administrative 
expenses also with works cost. Again if 
we go by cost accountants’ approach then 
work-in-process should compose of 
material, labour and manufacturing 
expenses but exclude administrative 
expenses. It would have been better if the 
author had elaborated on the approach 
taken by him in relating cost of produc¬ 
tion with the work-in-process because 
later in the paper he suggested that work- 
in-process from published financial 
statements of a company can also be taken 
as representing conversion fund cycle. 

SusHANiA Bosk 

Calcutta. 

Women and Housing 

W'HILE we warmly welcome Gabriele 
Dietrich’s important article ‘Women’s 
.Struggle for Housing Rights’ (EPW, 
October 17-24), we would like to make one 
or two clarifications with respect only to 
the introduction to the National Cam¬ 
paign for Housing Rights (NCHR) that 
is given. 

The campaign was formed in July- 
August 1986, not 1987 as mentioned. 
More important than the likelihood of a 
misprint is that the NCHR was born not 
so much out of this year being lYSH 
(International Year of Shelter for the 
Homeless) as out of the struggles for 
housing and housing rights that have been 
taking place in both rural and urban areas, 
and all over the country, for the past 5-10 
years. That these forces were, as Gabriele 
Dietrich points out, hitherto scattered, is 
certainly true; the campaign was forged 
as one step to raise a common voice, but 
only after what could in retrospect be seen 
as preparatory meetings in various parts 
of the country over the previous 3-4 years. 
But yes, it was agreed chat we should take 
advantage of lYSH and the climate and 
interest that was likely to exist. The dif¬ 
ference in the perception of lYSH—on 
which the campaign has severe reserva¬ 
tions—is subtle, and perhaps only in 
wording, but nevertheless important. 

The Madras Workshop on Women and 
Housing—more accurately, on Gender 
and Housing, and titled ‘Humanising 
Housing—was a very important step for 
the campaign. Among other things, it led 
to a number of amendments in the cam¬ 
paign’s Approach Paper, in particular 


I 

introducing patriarchy as a fundamental I 
aspect of the framework in which housing 
in India takes place today—just as expan¬ 
ding capitalism. This will influence in a 
radical manner the Bill of Housing Rights 
that is sought to be forged, as well as the 
education and public awareness work 
that is the other main platform of the 
campaign. 

Gabriele Dietrich’s report is all the more 
welcome because it so succinctly sums up 
the second national meeting in the cam¬ 
paign; the ones that foUow are a Consulta¬ 
tion on the Housing Policy, in Delhi from 
November 29 to December 3; on ‘the 
Struggle for Housing in Rural Areas’ in 
early February; and on ‘Social Control 
Through Housing Action’ in late March. 
Anyone interested, including in the ! 
Approach Paper and the report of the 
Madras Workshop, should get in touch 
with us at the Campaign Secretariat, 
36/lA Garcha Road, Calcutta 700019, or 
with State and Regional Campaign 
Centres. 

Jai Sen 

Convenor 

National Campaign for Housing Rights 
Calcutta. 
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Technology for the Few 


T he seventh Regional Research Laboratory foundation 
day lecture instituted in honour of S Hussain Zaheer 
by Abid Hussain, member, Planning Commission, on 
‘Industrial Policy and Technological Innovation’ should 
evoke interest since there is a pressing need to foster an en¬ 
vironment for technological innovation in this country. There 
will be general agreement with Abid Hussain’s contention 
that “innovation is more incremental than big bang; more 
gradual and creeping than sudden and one-shot; more evolu¬ 
tionary rather than revolutionary ’’. He does not, however, 
draw the right policy implications that seem to follow. 

A radical technological change is one that eliminates or 
replaces one or more of the current technological processes 
or creates an entirely novel option. On the other hand, 
incremental technological developments encompass process 
modifications that improve efficiency, increase production, 
improve product quality or lower operating costs. If one were 
to observe the process of worldwide technological develop¬ 
ment in an industry over a 75-100 year period, one would 
find that radical technological changes are few and far bet¬ 
ween while, in contrast, incremental technological changes 
arc numerous and closely spaced in time. Rather than import 
most of their technological needs, both radical and incremen¬ 
tal, would it not be prudent for developing economies to 
import only radical technological changes and develop 
incremental technological changes themselves, a strategy well 
within their capability? This would mean that if India im¬ 
ported state-of-the-art technology for a petrochemical plant, 
absorbed it and incorporated incremental technological 
changes, then, ten years hence, when a new petrochemical 
complex is to be built, there would be no need to rely entirely 
or predominantly on imported technology unless ‘some 
radical technologies were developed in the intervening period. 

The late industrialisers like Japan and Russia started out 
by importing most of their technological needs. Over time, 
however, they fitted imported technologies into a system of 
developing domestic technological activity and actively 
adapted, modified and improved on imported technologies. 
In other words, they imported state-of-the-art technology, 
radical technology with whatever incremental technological 
changes that had been incorporated within it, but did not 
depend on imports for further incremental technological 
changes that would take place over time. Imported techno¬ 
logy thus did not substitute for local technological develop¬ 
ment but was complementary to it. In contrast, in a country 
like India, technology imports substitute for local techno¬ 
logical development. Over a period of time, in Japan or the 
StAflef Union, an increasing proportion of their technological 
needs were generated within the economy whereas India more 
or less remained in the position where it imported a majority 


of its technological needs. Here we are referring to that 
component of technology which is a commodity and is 
patented or proprietary in nature. 

Over the last decade the Indian economy has been 
gradually moving from import substitution based industriali¬ 
sation to import liberalising, export promotion based 
industrialisation. Although conditions are being created to 
generate greater internal competition, the set of economic 
policies taken together, including technology policy, aie 
inimical to the fostering of an environment for technological 
innovations to take place Not that the earlier phase of import 
substitution based industrialisation was any better in this 
respect. 

It has been suggested that our R and D system has the 
potential to generate technologies if only the demand existed 
from the production system which finds it more profitable 
to meet its technological needs through imports. But it is 
difficult to agree that demand is the only constraint on local 
R and D although it may be the principal one. Bureaucratic 
control of science and technology and how this strangles the 
motivation and creative ability of working scientists is often 
mentioned in this context. 

Abid Hussain suggests that technological change will be 
the engine of growth in India in the coming years. The idea 
of technological change being the prime mover of growth 
is very much Schumpeterian in its origins. Schumpeter was 
of course concerned about the dynamics of monopoly 
capitalism in the developed capitalist countries when he wrote 
that the “prime mover of growth in the capitalist system 
comes from introduction of new products and methods of 
production and transportation, exploitation of new markets 
and introduction of new forms of industrial organisation*’. 
In an underdeveloped economy like India with a vast pool 
of surplus labour, an indiscriminate application of techno¬ 
logy and technological development taking place in a different 
context can have devastating consequences. India is still in 
the extensive phase of industrialisation where the vast reserves 
of surplus labour power with the judicious utilisation of 
capital goods can generate considerable additional output. 
Rather than viewing technology purely from the point of view 
of its growth objective, there can be other social objectives 
set for technology such as employment generation, satisfac¬ 
tion of basic needs, more equitable distribution of incomes, 
etc. This would mean fostering an environment for the 
development of labour intensive technologies for the produc¬ 
tion of wage goods. The ecological angle also merits equal 
consideration in the choice of technology. Unimpeded 
capitalist growth with modern western technology will lead 
only the Indian elite into the 21st century; the vast majority 
will emerge as the victims of that process of industrialisation. 
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MAHARASHTRA 

Change of Tactics 

VASANTRAO PATIL, who has been con¬ 
ducting a running battle to have S B 
Chavan removed from the chief minister- 
ship of Maharashtra, has apparently had 
a change of heart. He told journalists in 
Bombay this week that he was “no longer 
interested in the removal of Chavan”. This 
statement was especially unexpected com¬ 
ing as it did after what was one of the 
sharpest confrontatioas between Patil and 
the chief minister over the former's attempt 
to convert the public felicitation function 
in Sangli on his seventieth birthday into 
a demonstration of the support for him 
among state Congressfl) MLAs (and, con¬ 
versely, of the lack of such support for the 
chief minister). The projected trial of 
strength had so unnerved the chief minister 
that he even took the politically naive step 
of threatening to issue a whip to party 
MLAs to stop them from attending Patil’s 
birthday festivities in Sangli. 

It is doubtful, however, that S B Chavan 
can draw much comfort from Vasantrao 
Patil's declaration of loss of interest in 
toppling him. fbr it is very likely that Patil 
has changed only his tactics and not his 
objective. He used the public meeting in 
Sangli to proclaim his resolve to launch 
a struggle for a better deal for farmers. 
In doing so, he was holding out both an 
inducement and a stick to the Con- 
gress(l)'s central leadership which has 
been stonewalling his demand for the 
sacking of Chavan. The farmers’ move¬ 
ment in Maharashtra led by Sharad Joshi 
has been given a shot in the arm by 
national political des'clopments of the last 
few months and there have been indica¬ 
tions that Sharad Joshi may be willing to 
provide a foothold in Maharashtra politics 
to V P Singh and his Jan Morcha to the 
discomfiture of the Congress(I). Against 
this background, Vasantrao Patil’s move 
could be interpreted as an offer to the 
party’s central leadership to build an alter¬ 
native farmers’ movement in Maharashtra 
and thus neutralise Sharad Joshi and 
checkmate V P Singh’s ambitions. This is 
something for which the Congrcss(I) 
leadership would be grateful to Patil and 
he would no doubt expect the quid pro 
quo in the form of S B Chavan’s forced 
exit from the chief ministership. On the 
other hand, should the party's central 
leadership continue to be unresponsive, 
Vasantrao Patil could threaten to throw 
the weight of his farmers’ movement 
against the Congress(I). Talking to jour¬ 
nalists in New Delhi on Monday Patil said 
that he was not averse to seeking V P 
Singh’s support, though he would not 
work under the Jan Morcha flag. 

It is of some significance that at the 
Sangli meeting Vasantrao Patil is supposed 
to have made his announcement about 
taking up the farmers’ demands in res¬ 
ponse to an ‘invitation’ from Sharad 


Paww to him to come forward to lead the 
farmers’ agitation in Maharashtra. It 
would thus appear that Vasantrao Patil 
and Sharad Pawar are acting in concert. 
Both have a stake in Chavan’s removal- 
after all Pawar had been persuaded to join 
the Congress(l) more or less on the assur¬ 
ance that the Maharashtra chief minister- 
ship would be his in due course—and both 
also have a measure of credibility as 
claimants to leadership of farmers in 
Maharashtra. In a number of states, the 
Congress(l) and the opposition are vying 
for support of farmers’ movements and 
organisations. In Maharashtra the farmers’ 
movement seems about to acquire an 
added dimension—as a factor in the 
power struggle within the Congress(l). 

HOU.SING 

Plight of Urban Poor 

THL Nivara Hakk Suraksha Samiti, an 
organisation involved in the struggle 
against demolition of slums and eviction 
of slum dwellers in Bombay, has recently 
published a booklet entitled “The Struggle 
for Housing: A People’s Manifesto’. This 
booklet articulates the problems and 
demands of the urban poor for housing 
from a working cla.ss perspective. It con¬ 
tains a critique of the draft National 
Hou.sing Policy of January 1987 and a 
review of the J B D’Souza committee’s 
report. But, more interestingly, it provides 
an account of the living conditions of the 
urban poor in the city of Bombay and 
seeks to counter the false propaganda 
carried on by the governmental authorities 
and the builders’ lobby. It also formulates 
a proposal for providing the 5 million 
slum and pavement dwellers a reasonable 
dwelling place within the existing political- 
economic framework. 

The root cause of the problem of hous¬ 
ing the 5 million slum and pavement 
dwellers of Bombay is not over population 
or high rates of migration into the city but 
“unequal distribution of urban land bet¬ 
ween various cla.sses of the people”. The 
draft National Housing Policy ignores the 
potentialities of the Urban Land (Ceiling 
and Regulation) Act or the Sites and Ser¬ 
vices schemes. It is unconcerned with 
existing slums and the need to improve 
them. Tenancy rights are not discussed 
and it does not deal with the provision of 
public amenities for the urban poor. 
Housing is to be declared an industry and 
the policy envisages increasing participa¬ 
tion of the private sector. The government 
seems to be shirking its icsponsibility of 
providing affordable housing to the poor. 

The Manifesto has separate sections on 
urban planning, land, services and hous¬ 
ing. The section on urban planning dis¬ 
cusses the question of decentralisation, 
the government’s development plans, the 
controversy over floor space index (Kl), 
the question of location of hou.sing and 
the provision of amenities like schools. 


hospitals, ration shops, markets, etc, 
transportation and the environment. Based 
on the rationale of decentralisation, the 
Manifesto supports the plan for the 
development of the Bandra-Kurla complex, 
the Kalyan complex, the Vikhroli-Kanjur 
Marg complex, the development of New 
Bombay and the shifting of the onion, 
potato and iron and steel markets there. 
The Manifesto accuses the government of 
succumbing to bribery and corruption in 
incorporating elements favourable to the 
interests of the builders and developers in 
the development plans. By bits and pieces, 
land formerly used for housing the work¬ 
ing class has been made available for com¬ 
mercial use. Housing areas of the poor are 
marked illegal or temporary thus permit¬ 
ting government officials to reassign them 
for commercial exploitation. The Manifesto 
demands that ail existing slums be legali- 
.sed and regularised. Reg^ing location of 
housing the Manifesto demands that 
workers be given houses close to their 
work places. If workers have to spend long 
hours on travel they should be compensa¬ 
ted by adjusting part of the commuting 
time against the working day. Ration cards 
are routinely denied to the poor on 
grounds of their inability to disclo.se a per¬ 
manent residential place. The Manifesto 
comments that “just because a person 
does not have a permanent residence, 
there is no rea.son to deny him or her 
access to food”. Invariably one finds poor 
sewage and drainage and irregular garbage 
clearance in working class residential 
areas. This is because the government, given 
its class bias, does not care to improve the 
living conditions of the working cias.s. 

Speculation has pushed up the com¬ 
bined price of land and buildings to about 
Rs 4,00() a square foot in some areas of 
the city. The existing land u.se pattern is 
highly irrelevant to the needs and priori¬ 
ties of the people. Areas marked as ‘no 
development /ones’ in the development 
plans are taken over by speculators and 
businessmen by bribing government offi¬ 
cials and ministers. The textile millowners 
have proposed to the government that they 
be permitted to move out of the city and 
sell the substantial urban land that they 
occupy. The Manifesto urges the govern¬ 
ment to purchase this land and use it for 
housing the economically weaker sections. 
The Manifesto supports the construction 
of the new port at Nhava-Sheva as it will 
decongest the ports at Bombay. The Urban 
L^nd (Ceiling and Regulation) Act came 
into force in 1976 but there is “adminis¬ 
trative apathy, legal loopholes and most 
important, the lack of political will and'- 
commitment to implement the Act”. 

The Manifesto demands that since 
housing is an essential need it be made a 
fundamental right so that “workers would 
be able to ask for housing not as a favour 
but as a right”. U has become fashionable 
to talk of low-cost housing for the poor 
where the cost of the house is reduc^ by 
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Uling substandard materials and improper 
designs. The concept of low cost housing 
seems to be to tinker with the house white 
maintaining the overall system of profiteer¬ 
ing in the housing business. Very little 
money is spent by the government on 
public housing out of which only a frac¬ 
tion actually benefits the working class. 

The Manifesto suggests an immediate 
solution whereby all the S million slum 
and pavement dwellers can be housed. 
This is by way of the ‘sites and services’ 
scheme. Out of the S million slum and 
pavement dwellers, it is estimated that 
about 2.5 million comprising all the pave¬ 
ment dwellers, construction workers and 
slum dwellers who will be displaced from 
areas with extremely high population den¬ 
sities and unhealthy living conditions, will 
need to be housed. The remaining 2.5 
million are already settled in slums that 
only need improvement but don’t icquire 
additional land. Assuming that the 2.5 
million people are to be settled at a 
population density of 500 persons per 
acre, only 5,000 acres of vacant land will 
be required. It is estimated that at present 
there are 50,000 acres of vacant land in 
the city of Bombay. 5,000 acres of vacant 
land would be required to be taken over 
by the government under the Urban Land 
(Ceiling and Regulation) Act and divided 
into thousands of small plots. Water sup¬ 
ply, sewage, drainage and electricity would 
have to be provided to each plot. Each 
household allotted a plot would be re¬ 
quired to build a hou.se for which tech¬ 
nical know how and skills, interest free 
loans and building materials at subsidised 
I ales would have to be provided by the 
government. Depending on the financial 
capacity of each household, either galva¬ 
nised steel sheet and/or brick houses can 
be built. The minimum budget required 
should be around Rs 2,000. In this way 
2.5 million people can be housed without 
an inenase in the financial outlay for 
public housing. The scheme is not a new 
one. It has been proposed to the govern¬ 
ment in the past but the government, 
under the influence of the builders’ lobby, 
has not released land for the purpose. 

PHARMACEUTICALS 

Dangerous Drugs 

THE drug industry has always insisted 
that the manufacturers are so responsible 
to public opinion that they ‘voluntarily’ 
withdraw drugs which are harmful or 
dangerous. Yet another illustration of such 
‘voluntary’ action comes from West 
Germany. 

In an apparently magnanimous move, 
Hoechst has ‘voluntarily’ withdrawn 
dipyrone combination analgesics from the 
West German markets. Dipyrone (also 
known as analgin), it may be recalled, has 
been causing a great deal of controversy 
be.cause of extensive reports that it in¬ 
creases the risk of agranulbcytis (severe 


loss of white blood cells) and aggravates 
the tendency to bleed. Hoechst has in the 
last couple of years mounted a massive 
campaign to counter these findings, inclu¬ 
ding a sponsored study popularly known 
as the ‘Boston study’ to promote which 
the company has been seeking the co¬ 
operation of medical associations. In 
1983-84 nearly five per cent ($ 75 million) 
of Hoechst’s worldwide drug sales were 
accounted for by its two dipyrone pro¬ 
ducts, Novalgin and Baralgan. (In India 
analgin drugs are among the largest selling 
analgesics.) it is surprising, therefore, that 
it should choose to withdraw the drug 
even in this limited sense, from the home 
country market. Or is it? 

Over the past few years there has been 
an active mobilisation of consumers in 
several countries of Europe and among 
their special focus have been multinationals 
like Hoechst. In West Germany the BUKO 
Pharma-Kampagne has played a signi¬ 
ficant role in creating an awareness among 
the public about the unethical practices 
of the industry and consequently in bring¬ 
ing pressure on it. The group has also 
undertaken investigative studieti into the 


functioning of large transnationals, the 
most recent of which is on Hoechst which 
markets its drugs in 76 countries. Examin¬ 
ing the company’s drug policies in 28 
countries of Africa, Asia and Latin 
America, the group has found that 
Hoechst has consistently exported to these 
countries drugs which are not for .sale in 
West Germany. The ‘voluntary’ withdrawal 
of analgin containing drugs is therefore 
quite in keeping with its policy of pacify¬ 
ing hpme consumers, while continuing to 
manufacture and market these drugs 
abroad. In fact, in a letter to the BUKO 
Pharma-Kampagne, the company has 
categorically stated that it will neither 
restrict nor withdraw the drug voluntarily 
elsewhere—unless it is forced to do so by 
the national authorities. 

This is precisely the pattern which drug 
multi-nationals have followed in the past. 
C'iba Geigy, for instance, ‘voluntarily 
withdraw’ its clioquinol containing drugs 
mexaform and cnterquinol from the In¬ 
dian market, long aftci it had stopped sell¬ 
ing the drug abroad and had paid out 
large amounts as damage to victims of the 
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drug in Japanese and Swedish court cases. 
It is in this context that the recently pass¬ 
ed Hatch Bill in the US gim cause of con¬ 
cern. US companies can now export drugs 
even while they are pending approval in 
the US. 

SRI LANKA 

Militant Secular 
Alternative 

BOTH the Indian media and the politi¬ 
cians are so engrossed with news of 
atrocities on Ihmils in Jaffna that they 
seem to forget that Jayewardene’s govern¬ 
ment has been equally repressive against 
democratic sections among the Sinhalese¬ 
speaking citizens of Sri Lanka. 

Even as Jayewardene was holding talks 
with Rajiv Gandhi in Delhi last week, a 
group of 23 Sri Lankan citizens were fac¬ 
ing a trial in Colombo on 14 counts under 
the Prevention of Tferrorism Act (PTA) 
and the Emergency regulations. The group 
known as ‘Vikalpa Kandayama’ (Alter¬ 
natives group) comprises Sinhalese¬ 
speaking people as well as Tkmils, 
Muslims as well as Christians. In a coun¬ 
try split today on linguistic and religious 
lines, this multi-ethnic, multi-lingual and 
multi-religious group had been building 
bridges between the youth of the Sinhalese 
and Tkmil communities. As a result it 
became the target of attacks by the 
extreme Sinhalese chauvinistic Janatha 
Vimukhti Peramuna (JVP), just as the 
secular Ihmil guerilla group EPRLF has 
been made the object of elimination by 
the Ikmil chauvinistic LTTE. 

There seems to be a deliberate design 
on the part of the Jayewardene govern¬ 
ment to immobili.se the secular and demo¬ 
cratic Sri Lankans to prevent them from 
playing a significant role in bridging the 
gulf between the Ihmils and the Sinhalese. 
According to one estimate over 400 
Sinhalese are detained under the PTA and 
Emergency regulations. Among them is 
Pulsara Nayani Liyanage, lecturer in the 
English department of Vidyalankara 
University, and a human rights activist of 
the Movement for Inter-Racial Justice and 
Equality (MIRJE). Because of her ill 
health, several Sri Lankan opposition 
leaders have made a special appeal on her 
behalf to have her released on medical 
grounds. 

It is apparent that between the 
^S^ese chauvinist JVP on the one hand 
the Tamil chauvinist LTTE on the 
if, there lies a broad spectrum occu- 
by smaller revolutionary groups— 


both Sinhalese and Ihmii—who often 
work in collaboration, but about whom 
we hear very little Speaking about the 
Sinhalese prisoners, the Sri Lankan 
minister for national security, Lalith 
Athulathmudali told parliament last year 
that one Sinhalese group was “linked with 
PLOT (the Ikmil guerilla group)”, while 
another group was “connected with the 
EPRLF... They are pledged to conduct 
an armed revolution on Marxist lines 
together with the EPRLF to overthrow the 
government of Sri Lanka”. The reference 


BUSINESS 

STOCK MARKET 

Pandering to 
Stockbrokers 

THE worrisome state of the stock market 
and the capital market which are required 
to play a vital role in mobilising huge 
resources for the corporate sector—private 
as well as public—has, of late, been the 
subject of a lively debate in various 
forums. On November 9, the union 
finance minister N D Tiwari convened a 
meeting of the presidents of the stock 
exchanges, heads of the major financial 
institutions, RBI deputy governor 
C Rangarajan and the controller of 
capital issues P G Mankad to take stock 
of the situation and review the function¬ 
ing of the stock exchanges. Reports of 
lengthy deliberations at the meeting have 
brought into sharp focus the wide dif¬ 
ferences in the perception of the Hnance 
ministry and of the stock exchanges in 
regard to what needs to be done to deal 
with the malaise afflicting the stock/ 
capital markets. Briefly stated, the govern¬ 
ment is mainly concerned with the more 
basic issues—promoting a steady and 
healthy growth of the market, efficient 
functioning of the exchanges and safe¬ 
guarding the interests of investors. The 
stock exchanges are concerned primarily 
with the increase in turnover through 
relaxation of curbs on trading in ‘speci¬ 
fied’ scrips and by promoting the cult of 
equity through administrative changes 
and fiscal inducements. 

That the ‘specified’ scrips account for 
an overwhelmingly large proportion of the 
total turnover in the stock exchange is no 
secret. The stockbroking community 
cannot therefore be expected to take 
kindly to any kind of curb on trading in 
‘specified’ scrips. The current volume of 
trading at most centres is said to be hardly 
one-third of what it used to be earlier. But 
the way the memorandum, jointly submit¬ 
ted by the stock exchanges to the union 


was to two new groups—Janatha Vimukti 
Peramuna Nava Pravanathayaya (JVPNP) 
or New Ibadency, and the Sama Jawadi 
Janatha Viyaparaya (SJV) or Socialist 
People’s Movement. 

The convergence of these Ikmil and 
Sinhalese revolutionary groups—which 
at the moment appear to be outweighed 
by the LTTE and the JVP—may in future 
emerge as a militant secular alternative 
to the chauvinists on the one hand and 
the parliamentary opposition on the 
other. 


finance ministry on November 9, has 
pleaded for the early implementation of 
Phase 11 of the Dave committee’s recom¬ 
mendations is not calculated to enhance 
the prestige of the stock exchanges. 

Trading under Phase I has not yet been 
given full trial and the memorandum con- 
cede.s that “it is rather too early for us to 
make an assessment of the revised pattern 
of trading with the price bands”. Even so, 
the stock exchanges have made a fervent 
plea for advancing the schedule for im¬ 
plementing the Phase II on the ground 
that the gradual shrinkage of the turnover 
of business and the consequent lack of li¬ 
quidity in the market is‘“a matter of great 
disturbance”. It is argued that the facility 
of carry-over of business is a “surer way 
of increasing the liquidity in the market”. 

The plea for further relaxation of curbs 
is sought to be reinforced by holding out 
a “solemn assurance'’ that the monitoring 
and surveillance divisions will be properly 
geared up to ensure that “no one is 
allowed to play truant with the market”. 
It is indeed ironical that while so much 
is being made of the curbs on trading, the 
Bombay stock exchange authorities felt 
obliged to decide on November 13 to shift 
four scrips of the ‘specified’ section— 
Bajaj Auto, Baroda Rayon, Premier Auto¬ 
mobiles and Reliance to the ‘spot’ delivery 
section with effect from November 16 in 
order “to curb speculative activities 
witnessed in these scrips during the last 
few days”. This is not all. A committee of 
three directors has been appointed to look 
into the alleged heavy sales in Reliance 
shares by a group of operators. It is per¬ 
tinent to ask how unhealthy speculative 
activity is allowed to develop when the ex¬ 
change claims to have “completely com¬ 
puterised processing of trading returns 
and settlement of transactions”, more so 
when monitoring and surveillance divi¬ 
sions have also been set up. 

What is one to make of the claim in the 
memorandum that possible measures” 
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bailie b«en taken to‘lensure thtt the prices 
do not get unduly depreciated” and that 
these measures have “had a salutary ef¬ 
fect on the movement of prices"? This 
chdm is sought to be supported by poin¬ 
ting out that the Bombay stock exchange 
sensitive index rose from 41S.SI on 
June 23 to 501.75 on August 11. But 
what about the subsequent decline which 
has brought down the index extremely 
close its year's low of June 23? On 
November 16. the index stood at 419.26, 
less than one per cent above its previous 
low of 415.51. The Financial Express all- 
India equity prices index made a new low 
on November 16—293.94 against the June 
low of 294.15. Equity price indices have 
slipped back to the year’s low points 
despite massive institutional purchases 
from time to time. 

Since the conunencement of trading 
under the Dave committee’s Phase I 
dispensation on October 22, the Bombay 
stock exchange sensitive index has come 
down by 7.3 per cent, the Financial 
Express index for Bombay by 8.1 per cent 
and that of all-India also by 8.1 per cent, 
lb what extent the recent decline is at¬ 
tributable to the relaxation of curbs on 
trading in ‘specified’ scrips under Phase I 
is a moot point. But there can be little 
doubt that the relaxation is bound to 
result in increased speculative supply 
through short sales when the overall 
economic and political environment is far 
from congenial. 

Whether speculative elements should be 
allowed free play in the market is an issue 
on which opinion is bound to be sharply 
divided. But if free interplay of speculative 
forces behind supply and demand is to be 
permitted its consequence have also got 
to be accepted. In the present economic 
and political scenario freedom to sell 
‘short’ accords ill with massive institu¬ 
tional support almost on a continuing 
basis. The union finance minister has 
done well to reject the plea by the stock 
exchange presidents to advance the 
sch^ule for the implementation of 
Phase n allowing limited carry-forward of 
business from one settlement to another. 
If equity prices continue to drift lower 
under pressure of ‘short’ sales permissi¬ 
ble under the existing dispensation, one 
need not be surprised if the curbs on 
trading in ‘spedf!^’ scrips are reimposed. 
The point made by the stock exchanges 
that the shrinkage in turnover of business 
has resulted in lack of liquidity does not 
make much sense. It would indeed be 
naive to believe that investors are experien¬ 
cing any difficulty whatsoever in buying 
and selling shares in the ‘specifled’ list 
under the existing curbs on trading. 
Besides, it is pertinent to ask-as to how 
the liquidity in ‘spedfled* scrips number¬ 
ing 125 (all exchanges) and constituting 


hardly 2.5 per cent of the total number of 
listed securities is relevant to the rest of 
the market. 

The stock market remains depressed 
and the capital market for new issues con¬ 
tinues to be sluggish. The challenges 
facing the capital market have been 
debated umpteen times at various forums. 
If these discussions have contributed lit¬ 
tle to imparting vitality to the sick and 
anaemic capital market it is mainly 
because the malaise is deejAy tooted in the 
poor overall performance of the economy 
and particularly of the corporate sector. 
Companies which are doing really well 
and are able to reward their shareholders 
properly are relatively few in number. It 
is good to be told by the union finance 
minister that the government has com¬ 
pleted, to a large extent, an industry-wise 
review, and that while some steps have 
already been taken, others are under 
examination. 

Referring to the demand for fiscal 
reliefs or incentives put up by the stock 
exchanges in their joint memoiandum, the 
finance minister very aptly pointed out 
that one should not think of growth in the 
market solely on the basis of relief. Fiscal 
measures affecting the corporate sector, 
industries and individual investors need to 
be considered in an overall context. 

Unquestionably, the most significant 
aspect of the meeting on November 9 is 
the announcement by the Hnance minister 
Tiwari of certain decisions which have far 
reaching implications for the stock/capital 
market. The government has, at long last, 
decided to set up a board to help in the 
regulation and promotion of the securities 
industry, including trading practices on 
the exchanges, inspections, disclosures by 
companies and control on insider trading. 
The financial and investment institutions 
are to be given a greater and more liberal 
role in providing underwriting support to 
new industries where projects are apprais¬ 
ed and institutionally approved. Institu¬ 
tions are also being asked to work out a 
safety net arrangement which would offer 
selectively buy-back to sub-underwriters 
at a pre-determined price upto an agreed 
extent. This is not all. Banks have been 
asked to extend advances liberally to 
shareholders as well as stockbrokers. 

If these announcements have not had 
any favourable impact on market senti¬ 
ment and equity prices have moved fur¬ 
ther down it is perhaps because the 
market’s fond hopes about immediate 
relief measures to improve the outlook for 
equities have not materialised. The stock¬ 
broking community, of course, is not 
really bothered about the outlook for 
equities. AJl it wants is freedom to trade 
in ‘specified* scrips with carry-forward 
facility. This only underlines the highly 
speculative character of the stock market. 


TWENTY YEARS AGO 

EPW, November 25, 1967 

Much else besides the pound sterling was 
devalued last Sunday. Now sterling has 
finally abandoned its claim to primacy in 
world currencies. Since the dollar is not in 
much better shape and France has with¬ 
drawn from the gold pool, the prospects of 
a smooth growth of internationaJ trade; 
liquidity and capital export are none too 
bright. With both the reserve currencies in 
trouble and the West Europeans in no mood 
to hasten the pace of additions to inter¬ 
national liquidity, the die is cast for substan¬ 
tial cuts in export of capiuil to the develop¬ 
ing countries... How will sterling devalua¬ 
tion affect India, now that Ceylon has 
devalued by 20 per cent and Pakistan has 
reduced its export duties on cotton and jute 
by 10 per cent?... Immediately, the long- 
postponed conversion of the export duty on 
jute from specific to ad valorem basis would 
have to be hastened. Iba is somewhat better 
placed to take on both Ceylon and Pakistan 
but even here some readjustments in the 
duty structure would be necessary... The 
loss of revenue due to reduction to export 
duties will make the budgetary position 
more difficult... A supplementary budget 
in the current session of parliament is 
clearly indicated. 

* • * 

P C Ghosh, that sainted Gandhian, was 
loath to give up his ministerial abode in the 
Raj Bhavan after his resignation from the 
United From government. So he petitioned 
the governtiient that he should be allowed 
to stay on and offered to pay rent for the 
hou.se. It was a hypocritical offer, for Ghosh 
knew well that he had already paid the rent 
in kind to the governor by resigning from 
the Ajoy Mukherjee ministry and engineer¬ 
ing the defection of enough legislators to 
raise doubts about the government’s mtuorit) 
in the assembly. Well, on lliesday night the 
governor dismissed Ajoy Mukherjee from 
office and P C Ghosh well and truly earned 
his house. 

• * * 

The home'minister had to face angry 
questions in parliament last week over abo¬ 
lition of privy purses and princely privi¬ 
leges. There were half-voiced charges of 
appeasing the princes. Chavan’s answers did 
not seem to satisfy the questioners who 
picked on his emphasis on an agreed solu¬ 
tion ... This is not to say that there is com¬ 
plete concord in the Concord of Princes. 
There is understandable resistance among 
some leading worthies to mixing with the 
more ordinary princes. Some sent represen¬ 
tatives to the Bombay convention, others 
conveniently fell ill in the city, and still 
others departed prematurely... Many ex- 
rulers who have carved out nice niches for 
themselves in the democratic set-up prefer¬ 
red to send private messages of support to 
making a public show of solidarity... An 
interesting aspect of the deliberations of the 
Concord of States at Bombay was the con¬ 
fident assumption by a number of ex-rulers 
that the ‘people* arc still loyal to them. The 
results of the last general elections in which 
in a few states ex-rulers and their nominees 
were elected are adduced in support of the 
claim. The hot-heads of the Concord are 
actually talking of “taking the privy purses 
issue to the people”. 
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1981 



STATISTICS 


Variation (per cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 - 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 


(31-10-87) 

Month 

Year 

28. 1987 

86-87" " 

85-86"" 

84-85 

83-84 

All Commodities 

1000 

410.0 

0.8 

7.0 

8.4 

4.8 

5.8 

7.1 

9.5 

Primary Articles 

417 

390.1 

0.7 

8.4 

12.4 

5.7 

2.1 

4.8 

Il.O 

Food Articles 

298 

373.7 

0.1 

7.0 

9.5 

7.2 

7.9 

6.4 

l3.5 

Non-food Articles 

106 

397.2 

2.2 

27.8 

24.2 

6.7 

-10.3 

-2.3 

15.1 

Fuel, Power, Light and Lubricants 

85 

634.5 

— 

2.4 

1.3 

6.7 

11.9 

2.6 

7,6 

Manufactured Products 

499 

388,5 

1.0 

7.1 

7.2 

4.7 

7.2 

6.0 

8.7 






Variation (per cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1987 

86-87 

85-86 

84-85 

83-84 

For Industrial Workers 1960 = 100 

745« 

1.2 

10.2 

8.6 

8.7 

6.5 

6.4 

12.6 

For Urban Non-Manual Employees 60 = 100 

670* ■ 

1.8 

9.3 

7.2 

7.3 

7.9 

8.1 

10.3 

For Agricultural Labourers July 60 to 

621* 

2.8 

7.8 

8.4 

4.8 

4.8 

0.2 

11.4 

June 61 - 100 













Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

l.ast 

Last 

March 

In 

In 

In 

In 


(23-10-87) 

Month 

Year 

27, 1987 

86-87-"" 

85-86"" 

84-85 

83-84 

Money Supply (M,) 

Rs crorc 

1,51,372 

2,487 

22,628 

10,767 

21,627 

14,423 

16,058 

13,031 



(1.7) 

(17.6) 

(7.7) 

(18.3) 

(13.9) 

(18.7) 

(17.9) 

Net Bank Credit to Government Sector 

Rs crore 

79,935 

1,111 

13,026 

8,637 

12,822 

6,555 

8,445 

5,757 

Bank Credit to Commercial Sector 

Rs crore 

97,112 

1,705 

11,345 

3,966 

10,576 

10,%3 

10,809 

8,830 

Net Foreign Exch Assets of Banking Sector 

Rs crorc 

4,385 

230 

971 

-340 

1,251 

13 

1,419 

104 

Deposit of Scheduled Commercial Banks 

Rs crorc 

1,10,377 

777 

16,472 

7,633 

16,723 

13,160 

11,519 

8,550 




(0.7) 

(17.5) 

(7.4) 

(19.6) 

(18.2) 

(19.0) 

(16.4) 

Foreign Exchange Assets** 

Rs crorc 

6,720 

210 

88 

-898 

604 

197 

1,319 

1.233 







(8.6) 

(0.8) 

(24.0) 

(28.9) 

Index Numbers of industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (per cent) 


(1970 - 100) 





In 

In 

In 

In 

In 




1986 

1985 

1986"" 

1985 *" 

1984 

1983 

1982 

General Index 

100.00 

222.0'“ 

217.5 

204.4 

6.1 

6.4 

6.6 

4.2 

.4.5 

Basic Indusirics 

33.23 

288.7'“ 

272.6 

250.9 

7.7 

8.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

235.1"’ 

231.0 

224.1 

2.4 

3.1 

6.6 

5.3 

0,9 

Intermediate Goods liidustne.s 

21.33 

187.1'® 

187.7 

179.2 

6.0 

4.7 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

174.4'® 

173.1 

161.9 

5.3 

6.9 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

303.1'® 

286.7 

246.3 

14.0 

17.4 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

156.0'® 

156.9 

150.1 

3.4 

4.5 

0.2 

0.5 

6.5 

Foreign Tratle 

Unit 

Latest 

Cumulative for* 








Month 


... 








(Sep 87) 

1987-88 

1986-87 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 

Exports 

Rs crorc 

1,341 

7,411 

5,959 

12,550 

11,012 

11,855 

9,872 

8.908 






(14.0) 

( 7.1) 

•(20.0) 

(1.0.8) 

(14.2) 

Imports 

Rs crore 

1,933 

10,399 

9,562 

20.063 

19,766 

17,173 

15,763 

14,356 






(1.5) 

(15.1) 

(8.9) 

(9.8) 

(5.0) 

Balance of Trade 

Rs crore 

- 592 

-2,988 

-3,603 

7,513 

■ - 8,754 

-5,318 

-5,891 

- 5,448 

FImployment Exchange Statisties 

Unit 

Latest 

Cumulative for* 








Month 










(June 87) 

1987 

1986 

1986 

1985 

1984 

1983 

1982 

Number of Applicants on l.ive Registers 

Thousand 

30,525 

30,525 

27,812 

30,131 

26,270 

24,861 

23,034 

19,753 

(as at end of period) 





(10.9) 

(6.0) 

(7.9) 

(16.6) 

(10.7) 

Number of Rcgistiations 

Thou.sand 

670 

2,656 

2,3% 

5,473 

5,824 

6,220 

6,756 

5,862 






(- 6.0) 

(-6.4) 

(-8.0) 

(15.3) 

(-6.6) 

Number of Vacancies Notified 

Thousand 

50 

317 

298 

616 

683 

707 

827 

820 






(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

(-8.4) 

Number of Placements 

Thousand 

32 

180 

182 

356 

388 

407 

486 

474 






(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

(-6.1) 

Income 

Unit 

1985-86’" 

1984-85 * • 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Gross Domestic Product (current prices) 

Rs crore 

2,15,024 

1,90,888 

1,72,704 

1.45.%1 

1,30,770 

1,13,548 

95,358 

87,214 

Gross Domestic Product (1970-71 prices) 

Rs crore 

64,988 

61,838 

59,541 

55,068 

53,470 

50,623 

47,191 

49,619 

Per Capita Income (1970-71 prices) 

Rupees 

798 

775 

764 

721 

720 

698 

664 

717 


* f or current year upto latest month for which data are available and for corresponding period of last year. 

** bxcluding gold and SDRs. 

-) Upto latest month for which data are available. 

+ + Provisional data, 

Sotes: (1) Superscript numeral denotes month to which figure relates, e g, superscript^ indicates that the figure is for January and so on. 
(2) Figures in britekets denote percentage variation over previous period. 
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Calcutta Diary 

AM 

Heavens would not have fallen if we had at least agreed to take a 
closer look at the Pakistan-Bangladesh proposal for a nuclear-free 
zone in South Asia, but New Delhi decided to reject it out of 
hand. No, we are not prepared to risk peace and the consequential 
reduction in defence expenditure. 


CRICKET for peace. But it is, seemingly, 
only cricket for peace. 

At the end of each annual session of 
the heads of the Commonwealth, com¬ 
mentators are wont to speculate on the 
apparent absurdity of India’s continuance 
in the body: what, after all, can be com¬ 
mon between a Botha-loving Margaret 
Thatcher and our magnificent socialist 
regime with love and sympathy oozing 
from its every pore for South Africa’s 
fighting blacks and the ‘frontline’ states? 
Pardon the innocent ones, they do not see 
even what is sticking in their eye. There 
is a unifying theme. Margaret Thatcher 
loves the bomb and is allergic to nuclear 
disarmament. We too are dead set against 
proposals for nuclear disarmament of all 
species, unilateral, mutual, collective. It 
was Albert Einstein who said at the time 
Mahatma Gandhi was murdered that 
future generations would scarcely believe 
that such a person had actually walked on 
this earth. Einstein could not have been 
more right. fVe are the future generation. 
We can scarcely believe that, Gandhi, that 
apostle of peace, had ever anything to do 
with this nation we belong to. This nation, 
at least this nation’s government, does not 
approve of either frivolities or fission 
phobia; it will not overtly declare its 
nuclear intentions, but it will fight to the 
last breath its right not to be non-nuclear. 

Till now, Pakistan has been a conve¬ 
nient peg on which to hang the non¬ 
nuclear alibi: with the foolish Americans 
arming the Pakistanis, and turning the 
Nelson’s eye while Pakistani agents keep 
niching fissionable material from here, 
there, everywhere, be reasonable, you must 
agree that it would be madness for India 
to agree to nuclear non-proliferation. 
Unfortunately, Pakistan is tending to turn 
perHdious; she is making threatening 
noises to cut us off the alibi. Her govern¬ 
ment has gone and teamed up with that 
of Bangladesh and have opted for a 
resolution suggesting a nuclear non¬ 
proliferation zone for south Asia. About 
every Ibm, Dick or Harry is these days 
taking the cue from Mikhail Gorbachev. 
The Pakistan-Bangladesh joint proposal 
repeats to the minutest detail the whole 
battery of safeguards and inspection 
arrangements Gorbachev has been hinting 
to* the Americans. Obviously we cannot 
agree Gorbachev’s is a global package; the 


Pakistan-Bangladesh one is zonal. Even 
a child knows, there can be no such con¬ 
cept as that of zonal non-proliferation. 
Until and unless the whole world is rid of 
the menace of nuclear contamination, the 
zone we are in cannot be made free of the 
peril. We in the zone may agree to non¬ 
proliferation, you in the zone may also 
agree, but what about outsiders, they can 
always intrude into our arena and con¬ 
taminate us. Therefore, quod erat 
demonstrandum, zonal non-proliferation 
is a non-starter, its only purpose is to 
embarrass India, the India of Mahatma 
Gandhi, the apostle of peace. The world, 
alas, is full of petty envy and malice; those 
who dislike our constant strivings in search 
of peace have thought up this dirty strata¬ 
gem of zonal non-proliferation. That will 
not however deter us from our dedicated 
march in search of universal peace in the 
manner of Mahatma Gandhi, Jawaharlal 
Nehru, Indira Gandhi and we would like 
to add one or two other names too, our 
traditional modesty stands in the way. 

No, we are not prepared to risk peace 
and the consequential reduction in 
defence expenditure. Heavens would not 
have fallen if we had at least agreed to take 
a closer look at the Pakistan-Bangladesh 
proposal. New Delhi decided to reject it 
out of hand. Th^ mandarins currently 
crafting our foreign policy have moved it 
quite some distance away from what it was 
in the halcyon 19S0s. Pakistan, once 
ensnared in the Dullesian doctrine of col¬ 
lective security, is willing to give non¬ 
proliferation a try, or she claims she is. 
Were Krishna Menon around, he would 
have jumped at the opportunity the 
Pakistani gesture provided, and used it to 
develop a tactical crusade. IVue, if others 
elsewhm are bent on madness, we belong¬ 
ing to a particular region will be unable 
to save them from annihilation, there 
would always remain the danger of their 
lunacy overrunning our region too. But 
why do you not place some trust in your 
own capability, and look at the problem 
the other way round? Why must not you, 
even as an experiment, take the words of 
the Pakistan regime at their face value, 
and proceed from there? Were the two ma¬ 
jor powers in South Asia to abjure the 
production and use of nuclear weaponry, 
would it have been grotesque to dream of 
a magniHcent worldwide movement 


gradually asserting itself—a movement for 
global peace and disarmament, with India 
and Pakistan, by their examples, convert¬ 
ing the overwhelming majority of the 
nations belonging to the Group of 
Seventy-seven in the United Nations, and, 
then, shaming the major powers into 
agreeing to cry a halt to their exponential 
contributions to the nuclear pile? Such a 
crusade could indeed have assumed the 
role of a pincer to Mikhail Gorbachev’s 
initiatives, and engineered a climate so 
resolutely hostile to insensate defence 
spending that the Reagans and the 
Weinbergers would have come a total 
cropper in each and every country. 

Our mandarins will not be caught dead 
risking such an experiment. They, the 
legatees of the British-Indian empire, love 
the game of sabre-rattling, and what 
would they rattle if the sabre is gone? But 
perhaps there is a little more to it. There 
is in any case a formidable lobby of 
scienti.sts—or, rather, scientist-adminis¬ 
trators—who would under all circumstan¬ 
ces go to battle in support of a prolifera¬ 
ting nuclear programme never mind even 
if this poor nation is in the process bled 
to death. Such individuals would have 
loved to blossom as politicians and wield 
concrete power. Since that is not on, it is 
the stratagem of the second best: in the 
name of defence research, they now come 
to vast funds, and, with very little of par¬ 
liamentary control, preside over the dis¬ 
pensation of these funds much in the style 
of feudal lords of yore. To them, there 
could be no greater calamity than the pro¬ 
spect of a cut-back in budgetary alloca¬ 
tions. They have their appropriate links 
with advantageously placed civil servants, 
and can be trusted to oppose tooth and 
nail any proposition which might even 
mildly suggest that de-escalation of arms 
is not necessarily and always a dirty term. 

Even that may not be the entire story. 
Old man Karl Popper is not altogether 
wrong; the open society has its enemies. 
And these enemies love to dress up as its 
truest defenders. To distinguish the gentiles 
from those who are non often becomes a 
near-impossible task. The hide and seek 
that has been going on for the past few 
months has thrown up at iea.st one convin¬ 
cing lesson. Commis.sions and kick-backs 
sustain the government’s purchase arrange¬ 
ments. The larger the size of a government 
contract, the greater the amount of kick- 
back. In the name of seducing the govern¬ 
ment, somebody will receive the kick-back, 
and ensure that the contract gets signed 
with the right parties. Those who pay these 
commissions are no fools; they have the 
reputation of being the world’s toughest 
businessmen; they will never pay unless 
they know that they are paying to the right 
parties, and they will never pay unless they 
are fully satisfied. Any curtailment of 
defence outlay will be grim tidings for 
such bribe-takers as well as bribe-givers. 
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TVuc, governments in any case will spend 
money, if not on item x, then on item y. 
Funds saved from defence appropriations 
will be used up elsewhere, perhaps for 
education, perhaps for irrigation, or for 
housing, and the scope for kick-backs and 
commissions will still be there. But there 
will be a phase of what economists call 
frictional interregnum; the parties con¬ 
cerned will have to dismantle the existing 
apparatus for shady dealings and set up 
alternative ones; fresh investments will be 
called for on their part, involving new 
risks and new uncertainties. Those preach¬ 
ing peace and step-by-step disarmament 
are out to disequilibratc an established 
structure. Death to such disrupters. We, 
the mandarins with nameless faces and 
occasional Oxbridge accents, are determi¬ 
ned to put a stop to the nonsense of non¬ 
proliferation treaties. Again, this aversion 
to peace-mongers is a widely shared emo¬ 
tion; just watch how the stock exchanges, 
the very corner.stone of latterday capitalism, 
have started to crumble the moment the 
American admini.si ration, hesitantly, con¬ 
veyed its affirmative response to the Soviet 
suggestion to eliminate from Europe’s soil 
medium and small range missiles. 

Here at home, it must be an impressive 
network, embracing not Just scientist- 
administrators and cisil servants, but a 
fair section of the impeccably honest press 
and a comprehensive range of opposition 
politicians too. How does one otherwise 
explain the obscene goings-on? It is now 
a full two months since the Bofors repre¬ 
sentatives visited New Delhi and passed 
on to the ministry of defence the names 
of the three firms with Swiss registrations 
through whom they are said to have 
routed the bribes they have paid. The 
parliamentary committee appointed 
ostensibly to unravel the diverse my.steries 
of the matter has let it be known that it 
has been unable to extract these names 
from the ministty. The government has 
named the committee, the government is 
presided over by the prime minister, the 
prime minister is also the defence minister. 
Ail that is necessary to extract the names 
is an order from the prime minister to the 
ministry. Alternatively, the prime minister 
should take it upon himself—and without 
seeking anybody’s leave—to issue a public 
statement disclosing the names communi¬ 
cated by Bofors. Neither is however on the 
cards. Even the great in the press against 
corruption turn mum when the issue is 
arms cut-back. You must not ask simple, 
obvious questions, if you love the piling 
of arms, including those belonging to the 
nuclear genic, you cannot afford to dislike 
the arm.s merchants, and those whom the 
latter pationise. Perhaps your ambition is 
only to see voiirsclves installed into posi¬ 
tions whcie you will be the ones who will 
be patronised, That .sets a limit to the 
range of yout demagogy. Birds of a 
feather have to flock together. 
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INTERNATIONAL AFFAIRS 


All Clear on the Western Front 


GPU 


Rajiv Gandhi has taken India a good deal closer to Washington 
than it ever has been. He made the detour to Washington on his 
way back from the Commonwealth summit Just to make the point 
that the ball is now in Americans court. If Reagan plays the game 
according to the rules, he will not find Rajiv Gandhi wanting as a 
partner. 


OUR young prime minister has a certain 
fondness for accords. Most of them are 
in ruins. In a place like Sri Lankn we have 
been landed in arrangements similar to 
what the Americans were undertaking in 
south-east Asia. We seem to have become 
the poor man’s America! We shall prob¬ 
ably get away with whatever we are doing 
in our area with much less damage than 
the Americans suffered in $outh-ea.st Asia. 
After all we are operating in an area which 
is as good as home territory. The fashion¬ 
able terms ‘south Asia’ does not obliterate 
the historical fact of India as a cultural 
zone inhabited by the same people who 
have shared history, languages, food and 
everything else over the centuries. Our role 
is for that reason not comparable to the 
American role in south-east Asia. 

But in another sense it is. It is one thing 
to reiterate our interest in the territorial 
integrity of the Indian states (India here 
is a civilisational-cultural concept and not 
the state called the Union of India) and 
quite another to undertake a policeman’s 
job in the area. It is quite mysterious how 
we got involved in such a role; so reminis¬ 
cent of the American role in the sixties 
and the seventies. That seems to have esta¬ 
blished a close tie between the Americans 
and us. The rhetoric about the ‘largest 
democracies of the world’ has not taken 
relations between the two states very far. 
The law and order role that we are now 
playing seems to have done the trick. A 
significant change in Indo-US relations 
seems to have come about. Rajiv Gandhi’s 
recent visit to the States has marked a new 
stage in Indo-American relations. Our 
foreign policy seems to have turned a cor¬ 
ner, silently but certainly. Much would 
now depend upon how the Americans use 
the opportunities opened up by the recent 
agreements. Ever since the Eisenhower 
presidency, successive American adminis¬ 
trations have been hoping to change the 
character of Indo-American relations and 
trying “very hard to do so. immediately 
after the Sino-lndian border skirmish of 
1962, it looked as if a decisive change in 


Indo-American relations was imminent. 
But it did not happen. The dashing 
Kennedy and the intellectual Galbraith 
could not achieve much success. Galbraith 
went back to his popular economics and 
Kennedy was killed. America’s India pro¬ 
ject was dead and buried. Reagan and 
Rajiv Gandhi have revived the project. 
There is bound to be some bond between 
the policemen of the world after all! 

While the opposition and the media 
were discussing Bofors, Italian connec¬ 
tions and the like, Rajiv Gandhi and his 
bright and not-so-young advisors were 
already looking towards the new and 
greener pastures of America. That this 
unscheduled visit to the United Stales was 
organised in such a hurry and without any 
problems is itself an indication of the 
warmth of Indo-American relations, one 
commentator has said. We would be incli¬ 
ned to believe that the visit was not such a 
surpri.se engagement as is being made out. 
It was perhaps planned well in advance. 
The timing of the announcement was a 
surprise, Nat war Singh the bureaucrat- 
turned-minister has literary pretensions. 
He might have thought that a bit of 


suspense and surprise always make a story 
quite interesting. So why not let Rajiv 
Gandhi have that benefit? While every¬ 
body is discussing the Jan Morcha and 
the like, it would be useful to remind 
V P Singh, who takes the left, the BJP 
and the Iblugu Desam as his natural allies, 
who Rajiv Gandhi’s natural allies are. 
Well, Reagan is one. Reagan made a state¬ 
ment following Rajiv Gandhi's visit to 
Washington. It would be difficult to think 
of a warmer statement from an American 
president for a long time The Philadelphia 
Courier quoted an Indian commentator 
as saying that Indo-American relations 
have always been characterised by love- 
hate, but that the hate was fading and the 
period of love had begun; or words to that 
effect (we are quoting from memory). It 
is doubtful if there was ever any period 
of hate in Indo-American relations. Apart 
from those who think that the importance 
of the public sector in Indian economy 
made us ‘hate’ the Americans, nobody 
ever doubted that the two dcmociacies 
have always had a normal relationship. 
American unhappiness about India never 
pertained to Indo-American relations per 
■se. It related to Indo-Soviet relations. The 
ghost of Dulies still haunts Washington. 
Consequently they find it difficult to im¬ 
agine that anybody except themselves (and 
their European allies, of course) should 
have close relations with the Soviet Union. 
Neither Nehru nor Indira Gandhi was 
interested in anti-Americanism. The 
Americans never understood that, how¬ 
ever. Rajiv Gandhi is a king of the same 
dynasty. From Chandragupta Maurya to 
Ashoka there is bound to be some 
continuity. 

Along with continuity there is some 




BOOK 


BRPC 

LAW AND THE URBAN POOR IN INDIA 

JUSTICE VJU KRISHNA IYER 

Former Judge 

Supreme Court of India, Delhi 
1987, xxiii, 121pp., one illus., Rs 95 
ISBN 81-7018-465-7 
Published by: 

B.R. RJBLISHING CORPORATION 
(Division of D.K. Publishers Distributors (P) Ltd.) 
29/9, Nangia Park, Shakti Nagar 
Delhi-110007. 


gnomic and Political Weekly November 21, 1987 


1983 




change as well. The change consi.sts in the 
new defence relationship that is signalled 
by this visit. The defence aspect of Indo- 
US relations has been the least developed. 
According to “Foreign Military Sales and 
Assistance Facts”, a US Department of 
Defence publication, the total value of US 
arms reaching India from 1950 to 1983 
was S 186 million. In addition, over seven 
hundred Indian military personnel under¬ 
went military training in the US. In¬ 
terestingly most of these arms transactions 
occurred prior to 1971. This means that 
there has been precious little defence deal¬ 
ing between India and the United States 
since the Indo-l^kistan war. Rajiv Gandhi’s 
visit has opened new possibilities of 
American involvement in Indian defence. 
He said as much in his statement after the 
American visit in late October. The new 
mood in Indo-American defence relations 
was exemplified by the package of initia¬ 
tives unveiled in Washington during Rajiv 
Gandhi’s visit. The most important of 
them were the decision to go ahead with 
the joint construction of a new Indian 
combat aircraft and the resolution of the 
disagreement over India’s purchase of a 
new American super-computer. President 
Reagan made it clear that the stage is set 
now for “co-operation in the fields of 
science, technology and space which per¬ 
mits us with confidence to set ambitious 
new goals”. 

Apart from disclaiming any designs to 
‘de.stabili$e’ India, Regan said something 
new and unprecedented in Indo-US rela¬ 
tions. He was ail praise for “the statesman¬ 
ship and courage demonstrated by prime 
minister Gandhi and the president of Sri 
Lanka in their efforts to end the ethnic 
strife in that troubled island nation”. He 
pledged “to both leaders our full sup¬ 
port”. This is unprecedented in the sense 
that at no time in the history of Indo- 
American relations was an Indian initia¬ 
tive in the affairs of the Indian sub¬ 
continent so warmly appreciated by an 
American president. This is no mean 
change. Of course, the Americans can be 
trusted to let this advantage wither away, 
if their previous foreign policy behaviour 
is any guide. But then it is equally likely 
that they would not. After all there has 
been a significant change in the Indian 
perception; certainly in regard to defence 
requirements and dependence. 

Way back in 1964, soon after everybody 
concerned had recovered from the China- 
shock, the annual report of the ministry 
of defence had stated that “weapons and 
equipment best suited for our conditions 
are not available in one country; nor is it 
possible to ensure a steady supply of such 
weapons and equipment from the respec¬ 
tive countries of origin in the case of our 
being involved in ho.stilities. Therefore it 
becomes a necessity to establish manufac¬ 


turing capabilities, especially for weapons, 
ammunitions and equipment’.’ (My thanks 
to IDSA, New Delhi, for this report.) 

Riyiv Gandhi has signalled a change 
from this position. In the wake of the 
defeat at the Chinese hands it would not 
have been surprising if the emphasis on 
self-reliance had disappeared from Indian 
thinking on defence. Already Krishna 
Menon, the first Indian who tried and put 
India's defence production on a firm and 
autonomous footing, had been made the 
scapegoat for the ‘Himalayan blunder’. 
The changeover would have been quite 
easy. But it did not happen then. As the 
defence ministry report suggests, develop¬ 
ing our own manufacturing capability was 
.still high on the agenda. Rajiv Gandhi has 
signalled that ‘our own’ can also include 
‘joint’ or ‘in co-operation’ with the United 
States. This is a major and qualitative 
change in our defence and foreign policy 
thinking. Now only inept American follow¬ 
up action can negate the logical con¬ 
sequences of the shift in Indian thinking. 

The American ambassador in India said 
on October 20 that “in three high 


COMPANIES 


BROOKE BOND 

Getting Out of 
Two-Wheelers 

BROOKE BOND INDIA’S 1986-87 results 
are better than those of the previous year. 
Ibtal income has increased from Rs 356.26 
crorc to Rs 390.97 crore and gross profit 
from Rs 27.46 crorc to Rs 34 crore, reflect¬ 
ing widened margins. Although provisions 
for depreciation and taxation have claimed 
more, net profit has increased from 
Rs 11.10 crore to Rs 14.41 crore. Total divi¬ 
dend has been stepped up from 25 per 
cent to 30 per cent and is covered 2.26 
times by earnings as against 2.24 times 
previously. 

Sales volumes for domestic tea, coffee 
and instants were substantially higher than 
in the previous year, but income from 
exports declined. Exports during the year 
were Rs 36.57 crore as against Rs 41.96 
crore in the previous year because of lower 
sales of packet tea in the west Asian 
markets on account of difficult trading 
conditions. Added value exports were 
Rs 25.89 crore (Rs 32.56 crore). Profits 
increased from higher tea and coffee 
volumes in the domestic market and lower 
interest charges. 

The automotive division’s sales of 
motor cycles continued at a disappointing 
level in spite of the introduction of two 
new models. Market study indicates that 
the production two-whtxlers is in excess 


technology categories American exports ' 
to India increased by 47 per cent, from 
$ 149 mn in 1985 to S 220 mn in 1986”. 
The areas indicated and the figures cited 
by ambassador Dean clearly demonstrate 
the new mood in New E)elhi. There have 
been sections of the left in India which 
have applauded Indian foreign policy as 
“anti-imperialist” and/or “basically cor¬ 
rect”. They have surely much to think 
about these changes, unless, of course, the 
Americans decide to come to their rescue 
by not doing anything about their obvious 
interest and involvement in the ethnic and 
religious conflicts in India. How the left 
sorts this problem out need not detain us 
here. Rajiv Gandhi has taken India a good 
deal closer to Washington than it ever has 
been. In .short, he is more than willing to 
play the game. He made the detour to 
Washington on his way back from the 
Commonwealth summit just to make the 
point that the ball is in America’s court. 
If Reagan plays the game according to the 
rules, he would not find Rajiv Gandhi 
wanting as a partner. So it is all clear on 
the western front as far as India's foreign 
policy is concerned. 


of demand potential resulting in severe 
competition in the two-wheeler market. It 
has been noticed that there is also a 
distinct shift in consumer preference away 
from 50 cc motocycles of the type manu¬ 
factured by the company at its Automo¬ 
tive Division so that in the two-wheeler 
market there is virtually no demand for 
50 cc motorcyles. In order to avoid con¬ 
tinuing losses, the company had to sus¬ 
pend the operation of the Automotive 
Division and voluntary retirement scheme 
was offered to the employees which has 
been accepted by almost all of them. The 
directors say that the present situation in 
the two-wheeler market does not appear 
to be a temporary phase and the prospect 
of the Automotive Division becoming 
viable .seems to be remote. In the circum¬ 
stances, it has been decided to dispose of 
this division, subject to all necessary 
approvals. 

The sale of the meat and leather unit 
to Frigoririco AUana was completed during 
the year. In accordance with the terms of 
sale, the company has received Rs 4 crore 
out of the total purchase consideration of 
Rs 6 crore and the balance Rs 2 crore is 
payable in two annual instalments. 

MORARJEE MILLS 

Sluggish Cloth Offtake 

MORARJEE GOCULDAS SPINNING 
AND WEAVING COMPANY (Morarjec 
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Mitts) has shown poor working results for 
the year ended June 1987 with lower sales, 
profits and margins compared to the 
previous year. The directors have lowered 
equity dividend by 5 points to 15 per cent. 
Sales have shrunk from Rs 108.47 crote to 
Rs 89.04 crore and gross profit has drop¬ 
ped from Rs 7.30 crore to Rs 4.11 crore, 
reflecting a marked decline in profit 
margins. With depreciation claiming more 
than last year, net profit is down from 
Rs 4.78 crore to Rs 1.71 crore The reduced 
distribution is covered 2.70 times by 
earnings as against 5.67 times previously. 

The offtake of cloth was normal in the 
first half of the year but turned sluggish 
in the second half. The company had to 
nurse heavy stocks of finished and process 
goods at the end of the year as against nil 
inventories in the two preceding years. 
Besides, extended credit had to be given 
to merchants which entailed higher in- 
tere.st cost. Raw material prices remained 
high throughout the year. The directors 
observe that the new textile policy, an¬ 
nounced in June 1985, had suggested 
several remedial measures like reduction 
in excise duties on polyester staple fibre 
and filament yarn, making available im¬ 


ported plant and equipment at interna¬ 
tional prices and closure of non-viable 
units. But partial implementation of these 
recommendations has resulted in deterio¬ 
ration of the industry. For instance, the 
continuance of many non-viable units 
with hardly any hope of survival has 
resulted in their unloading cloth at ridicu¬ 
lously low prices depresses the market and 
adversely affects all units in the industry. 

Despite the sombre scenario for the 
cotton textile industry, the company con¬ 
tinued with its substantial modernisation 
and renovation programme. During the 
year, it spent over Rs 8 crore on acquiring 
capital equipment including 36 Japanese 
air jet looms, the entire production of 
which will be exported in the current year. 

ION EXCHANGE 

Rights Issue Well 
Received 

ION EXCHANGE (INDIA) has fared 
well during 1986-87 with a higher gross 
profit of Rs 185 lakh against Rs 147 lakh 
in the proceeding year following increase 
in sales from Rs 24.36 crore to Rs 29.58 
crore. These figures also show a small 


The Week's Companies fRs Lakh) 



Brooke Bond 

Morarjee Mills 

Ion Exchange 


Latest Vkar 
25-6-87 

Last Year 
25-6-87 

Latest %ar 
30-6-87 

Last Ykar 
30-6-86 

Latest Year 
30-4-87 

Last Year 
30-4-86 

Paid-up Capital 

2473 

1553 

438 

438 

96 

96 

Reserves 

2290 

3107 

1002 

895 

614 

537 

Borrowings 

1559 

2353 

4046 

2506 

753 

427 

of which Term Borrowings 

189 

321 

1770 

1248 

153 

3 

Gross fixed assets 

3761 

4346 

4773 

3903 

990 

819 

Net fixed assets 

1650 

2176 

3013 

2383 

659 

541 

Investments 

91 

423 

7 

7 

24 

1 

Current liabilities 

1691 

876 

1635 

1449 

1224 

(263 

Current assets 

804! 

7712 

4101 

2898 

1999 

1780 

Stocks 

6551 

6508 

2599 

1161 

559 

614 

Book debts 

592 

617 

1364 

1545 

1170 

938 

Net sales 

39097 

35626 

8904 

10847 

2958 

2436 

Other income 

850 

698 

128 * 

12! 

108 

68 

Raw material costs 

22197 

20081 

4422 

4758 

1710 

1515 

>^/ages 

3096 

2770 

2133 

2124 

338 

303 

Interest 

498 

677 

606 

545 

87 

38 

Gross profit (+)/loss (-) 

3400 

2746 

411 

730 

185 

147 

Depreciation provision 

469 

386 

240 

212 

51 

40 

Ikx Provision 

1490 

1250 

— 

40 

24 

46 

Net profit (+)/loss(-) 

1441 

1110 

171 

478 

110 

61 

Investment allowance reserve 

— 

— 

60 

125 

— 

-- 

Ihinsfer to reserves 

703 

494 

47 

268 

91 

42 

Dividend 

Amount P 

2 

2 

I 

1 



E 

736 

614 

63 

84 

19 

19 

Rate (per cent) P 

11 

11 

6.43 

6.43 

— 

— 

E 

30 

25 

15 

20 

20 

20 

Cover (times) 

2.26 

2.24 

2.70 

5.67 

5.79 

3.21 

Ratios (per cent) 

Gross profit/sales 

8.69 

7.77 

4.61 

6.73 

6.28 

6,03 

Net profit/capita] employed 

30.25 

23.82 

11.89 

35.86 

23.65 

16.31 

Imcntories/s^es 

16.78 

18.27 

29.18 

10.70 

18.89 

25.20 

V^ges/sales 

7.92 

7.77 

23.95 

19.58 

11.42 

12.44 


increase in profit margins. Net profit is 
Rs 110 lakh (Rs 61 lakh) and unchanged 
total dividend of 20 per cent is covered 
5.79 times by earnings. This outcome has 
resulted from the normal factory opera- 
tionsAt Ambarnath, Ankleshwar, Hosur 
and Patancheru. 

As a step towards diversification of its 
activities, the company has promoted a 
joint venture in association with Hydra- 
nautics Water Systems of the US to put 
up a plant in Gujarat for the manufacture 
of reverse osmosis membrane modules 
and systems. The new unit is expected to 
go into production in 1988. The ‘rights’ 
issue of convertible debentures of Rs 100 
each, offered to the equity shareholders 
in April last on a one-for-two basis, was 
well received. Each debenture is converti¬ 
ble into two equity shares of Rs 10 each 
within three months of allotment. 

LAVENIR TELECOMS 

Electronic Telephones 

L’AVENIR TELECOMS will enter the 
capital market with a public issue of 
5,04,000 equity shares of Rs 10 each for 
cash at par on November 30 for non¬ 
resident Indians and on December 2 for 
the Indian public. The public issue aims 
at financing partly the company’s Rs 3.12 
crore high-technology project set up at 
Ramayyapalli village in Medak district in 
Andhra Pradesh in technical collaboration 
with Siemens AG, West Germany. It has 
been jointly promoted by AP Electronics 
Development Corporation and Naren 
Rajan, who is associated with the Sakthi 
group of industries of Coimbatore and 
backed up by KCP. 

Naren Rajhn, managing director of the 
company, told a press conference in 
Bombay on November 16 that the project 
would manufacture three lakh sophistica¬ 
ted electronic telephones annually, having 
state-of-the-art design and features. 
LAvenir instruments, approved by the 
department of telecommunications (DGI") 
for installation in the public network, will 
be available over the counter, licence free, 
through retail outlets. Naren Rajan said 
that a document by Indian Iblephone 
Industries envisaged the replacement of 
all the conventional instruments by 1990. 
The wait list for new telephone connec¬ 
tions, according to a 1987 report by the 
DOT stood at 8,42,567. To this has to be 
added staggering 33,07,316 existing out¬ 
dated instruments. The Mahanagar 
Telephone Nigam and DOT have decided 
to make the electronic push button tele¬ 
phone a stxmdard installation. In fact, they 
alone have already floated tenders worth 
Rs 67 crore, with more tenders to follow. 
The company is confident of scoring a 
large share in these orders, Naren Rajan 
said. 
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Business Pressing Hard for Concessions 
from a Weak Government 

BM 


Industry and trade seem to have decided that the time is 
opportune for pressing hard for additional concessions from a 
politically weakened government. 


WHILE the government leaders and 
officials are making extremely laboured 
efforts to retain and strengthen confidence 
of the upper and middle classes in the 
efficacy of their policies and in their ability 
to manage the economy for stability and 
growth—the fear of an industrial recession 
is illusory, the security minister, Chidam¬ 
baram, told a meeting of the Federation of 
Indian Chambers ol Commerce and Indus¬ 
try the other day with great aplomb—the 
business community is showing increasing 
despondency about the stale of the economy 
and the piospccts fur profitable business. 
This mood of the business community has 
found strong reflection and articulation in 
a series of .seminars, workshops and discus¬ 
sions held in New Delhi by different cham¬ 
bers of commerce and industry in recent 
weeks. What has stood out m these seminars 
and workshops is the strong view that while 
the economy is faced with a serious crisi.s, 
the Congress(l) government and, in paiti- 
cular, the prime minister on whom the 
business community had placed high hopes 
not long ago, had run into such a tight spot 
that engaged in a fight for sheer survival they 
are in no position to do anything effective 
to pull the economy out of the quagmire and 
enlarge their business opportunities such as 
they had hoped lor. The assurance of the 
prime minister given at Washington that 
there would be no going back on the libera¬ 
lisation policies has been weicomc but has 
not lifted the diooping spirits. 

The loss of confidence in the government 
has not, of course, come in the way of the 
spokesmen of industry and trade pressing 
hard for additional concessions and incen¬ 
tives from the government. On the contrary, 
they seem to think that the time is opportune 
for their lobbying to be stiengthened and in¬ 
tensified against a weak government. The 
key issue, as they see it, is the resource crisi.s, 
both for the government and the private cor¬ 
porate sector, which is threatening the reali¬ 
sation of .the investment pattern of the 
Seventh in which investment by the 
private corporate sector had for the first time 
been given precedence over investment in 
public sector industrial jtnd commercial 
enterprise. As the background note of the 
Punjab, Haryana and Delhi chamber, among 


the very active and vocal chambers in the 
country, ruefully noted, the “resource crisis 
is also coming in the way of several fiscal 
support measures like reduction in income 
tax. corporate tax, excise duties, etc, which 
would have helped in the generation of 
demand and facilitate larger investment. In 
their drive for resource mobilisation, the 
government have also distorted the growth 
prospect of the private sector by restricting 
the scope for financing investment!’ 

This theme was followed up in greater 
detail at a workshop organised by the Fede¬ 
ration of Indian Chambers of Commerce 
and Industry on improving the resource 
position of the private corporate sector. 
However, while the sponsors of the work¬ 
shop naturally wanted to project a forceful 
case for w'idening and strengthening the 
resource position of the private corporate 
sector, w hat actually stood out as the discus¬ 
sion proceeded was that the private sector 
simply did not pos.sess cither the social base 
or the quality of entrepreneurship required 
to perform the enlarged role assigned to it 
in the Seventh Plan. The notion that the 
private sector is more efficient than the 
public cnterpri.se in the mobiliiiation of 
resources and their deployment was found 
to be wholly facile. 

PRiVAifc Sector's Poor Record 

According to the background paper of the 
FICCI for the workshop, the private cor¬ 
porate sector is laced with a “serious 
resource crunch” with a gap of around 
Rs 16,000 to Rs 21,000 crorc between the 
resources in sight and what are required. 
This gap had to be filled if the industrial 
growth targeted in the Seventh Plan was to 
be achieved. The FICCI study admitted that 
there had been a welcome change in official 
policies. Reduction had been made in the tax 
rates on personal incomes, corporate profits 
and wealth. Estate duty and surtax and sur¬ 
charges on personal and corporate incomes 
had been abolished. In addition, adjust¬ 
ments in the depreciation allowance as well 
as a variety of exemptions and rebates had 
further reduced significantly the effective 
rates of tax on incomes, profits and wealth. 
However, all these cuts in tax rates and other 


Hscal concessions and incentives were con¬ 
sidered inadequate to cope with the resource 
crunch for the private corporate sector. 
Additional cuts in tax rates, further easing 
of terms and conditions for credits from the 
nationalised banks and the public financial 
institutions, lowering of interest rates, re- 
introduction of investment allowance and 
more generous depreciation allowance were 
demanded. The member of the Planning 
Commission, Raja Chelliah, who inaugurated 
the workshop, characterised these as a fresh 
charter of demands by the private corporate 
sector. Chelliah, who is not known for his 
antipathy towards pris^te enterprise went on 
impishly to ask the FICCI leaders why the 
private corporate sector had failed to enlarge 
its internal resources in spite of the generous 
fiscal and other concessions given by the 
government in the last three years. He polite¬ 
ly suggested that this called for some intro¬ 
spection on the part of the leaders of the 
private corporate sector. This put the FICCI 
leaders in an awkward position. What added 
to their discomfiture were the questions 
which cropped up at the workshop on the 
stock market slump in India after the big 
boom in 1984-85 and 1985-86. The prolonged 
stock market slump was admitted to have 
nothing to do with the crash of stock market 
prices in the developed countries. The focus 
actually shifted, very much to the embarrass¬ 
ment of the FICCI leaders, from demands 
for more fiscal and other concessions and 
incentives for the private corporate sector 
and the inefficiencies of the public sector to 
the performance of the private corporate 
sector in the regime of liberalised economic 
policies of the government. 

The background paper of the FICCI for 
the workshop showed that generation of in¬ 
ternal resources by the private corporate 
sector had actually dropped from 32.6 per 
cent of the total resources available to it in 
1981-82 to 29.7 per cent in 1985-86. Its 
dependence on external resources had in 
other words swelled from 67.4 per cent to 
70.3 per cent. The private corporate sector 
is supposed to generate internal resources by 
way of retained profits and the philosophy 
of the liberalised economic policy is that, 
given no decline in efficiency and increase 
in extravagant expenditure, cuts in tax rates 
and favourable adjustments in depreciation 
allowance should have yielded a spurt in 
internal resource generation, especially in re¬ 
tained profits, for .stepping up investment 
and growth in the private sector. But this has 
not happened. The gains from cuts in tax 
rates and other fiscal concessions and incen¬ 
tives to the private corporate sector, it could 
therefore be inferred, had evidently not gone 
into new investment which was their osten¬ 
sible purpose but had been squandered in a 
variety of ways, including in extravagant con¬ 
sumption, wasteful expenditure and greater 


Economic and Political Wbekly November 21, ^7, 



ineffieiency of operations in the private sector. 
The upshot thus has been that while the 
public sector has been starved of funds and 
the growth of infrastructure and basic indus¬ 
try has been emasculated by the policy of 
liberalisation, the private enterprise has squ- 
andeted scarce resource placed a( its disposal. 

INVESTORS TAKEN FOR A RtDE 

The stock market slump has turned out 
to be a similar story and was graphically nar¬ 
rated at the workshop by the managers of 
stock exchanges themselves. The private cor¬ 
porate sector had raised resources of the 
order of R$ 1,277 crore and Rs 2,230 crore 
in 198S-86 and 1986-87 respectively, as 
against only Rs S19 crore in 1981-82, by 
floating stocks and shares to mobilise the 
savings of individuals, groups and institu¬ 
tions. This raised great hopes of bright vistas 
for mobilisation of the savings of the com¬ 
munity for investment and growth with 
private corporate sector. But these hopes 
now stand dashed. The stock market boom 
of I98S-86 and 1986-87 was actually a 
bonanza mainly for speculators and money- 
chasers who had run away with the hard 
earned savings of the people by holding up 
false promises. There was market rigging and 
speculative trading on the stock markets with 
gay abandon. Funds were collected by ‘com¬ 
panies’ which did not exist and were never 
intended to be set up. All this and more was 
freely admitted at the FICCI workshop. It 
was also agreed that for quite a long time 
to come it would not be possible to lure 
small savers and investors to entrust their 
savings to the stock market operators. Even 
big names like Tatas and Birlas have lost 
their credibility among the general public 
and are not getting subscriptions to stocks 
and shares issued by them. The private cor¬ 
porate sector had thus closed a promising 
avenue of mobilising resources by its 
weakness for trying to make quick money 
by speculating and blackmarketing rather 
painstaking industrial enterprise. 

The'role of the Indian corporate sector as 
saver and accumulator of capital thus came 
strongly under question at the FICCI 
seminar. There is indeed no escaping the fact 
that the leading lights of the private cor¬ 
porate sector, unlike their predecessors 
before India gained political freedom, have 
tended to flaunt their wealth and a style of 
living and working in abject imitation of the 
standards in the develop^ countries. All this 
had diluted and distorted the social role of 
the private corporate sector. Trading and 
speculative gains in a market of shortages 
together with tax evasion has acquired over¬ 
whelming precedence in Indian business 
practices rather than saving, investment and 
accumulation for strengthaiing and enlarging 
die productive base of the economy. The pw- 
formance of the private corporate sector in 
the last three years in particular testifies to 
the-fact that official policy in favour of 
liberalisation, free play of market forces and 
^ance on private enterprise has no sound 
social basis to give the desired results and 


is bound to be totally unproductive. If the 
political establishment is still stuck with the 
policy and wants to persist with it, the moti¬ 
vation for this cannot be growth and moder¬ 
nisation of the economy but the desire to 
share the spoils with a small upper crust of 
society on which it relies for susuining itself 
in power in the face of its eroding popular 
base and the rising discontent of the mass 
of the exploited people. 

Opening the Doors for Dumping by 
MNCs 

Another notable workshop was organised 
by the Associated Chambers of Commerce 
which has lately asisumed an enhanced status 
in government-business relations. This was 
on doubling «port earnings in the next three 
years, by 1990. However, while raising the 
slogan that exports were “a necessity rather 
than a luxury”, the Assocham hit upon only 
such measures as would not add very much 
to foreign exchange earnings from exports. 
In addition, of course, the export promotion 
policies proposed by it were designed to be 
the thin edge of the wedge for enlarging the 
role and share of private corporate enter¬ 
prise, which in Assocham’s scheme of things 
includes corporate enterprises under foreign 
control as well. It was frankly admitted in 
the background paper of Assocham that the 
measures proposed by it for export promo¬ 
tion would entail outfiows as large as SO per 
cent of the inflows of convertible currencies 
expected from their implementation. In 
addition, huge rupee subsidies would be 
necessary on transport, captive power gene¬ 
ration and so on. Ibe emphasis in particular 
was on the export of capital by big business 
houses and foreign firms operating in India, 
hopefully to export Indian goods and services 
by setting up in India and abroad joint 
marketing arrangments with foreign interests. 

Some of the export promotion nie.asures 
proposed by As.sochain at the workshop were 
indeed astounding for their brashness. One 
such was the proposal to permit private 
sector companies, including FERA com¬ 
panies, to import armaments and aircrafts 
in addition to edible oils and fertilisers osten¬ 
sibly in order to expand counter-trade in 
high value deals. The proposal reflected the 
extraordinary boldness of Assocham, 
especially when arms purchases have become 
a big political issue in the country. Another 
noteworthy proposal was the identification 
of companies to be granted what was called 
‘Tiara status’ (Thrust-Area International 
Tade Approach for Rapid Advances). These 
companies would be given special support 
by the government for becoming ‘winners’ 
in export business. This support was propo¬ 
sed to include ‘‘import of all their require¬ 
ments (capital, raw material, components, 
supplies, ancillaries, office equipment and 
computers, etc) on OGL and free of duty 
with the facility to dispose of these capital 
goods and other goods (within reason) to 
domestic users after two years with duty 
payable on depreciated valued’. This arrange¬ 


ment for ‘gifted children’ in the business 
world was expected to help these companies 
to keep up with international competition 
and to have a trickle down effect by way of 
upgrading technologies in domestic indus¬ 
tries. This proposal showed that the Asso¬ 
cham. besides being bold and brash, was 
sanguine that the doors vvere now open wide 
for dumping by multinationals of capital 
and technology with the help of middlemen 
(the ‘Tiara status' companies). It was, 
therefore, proposed that the Tiara companies 
should have “freedom to expand and con¬ 
tract according to business cycles without 
restrictions on employee termination and 
transfer or business closure in areas of dec¬ 
lining business”. They were also proposed 
to be given automatic permission to export 
capital each year equal to 20 t>cr cent of ex¬ 
change earnings to “fund overseas growth”. 

Not only the Foreign Exchange Regulation 
Act but also the Companies Act and labour 
laws were proposed not to apply to the 
selected ‘gifted children* engaged in foreign 
trade. Add to this the proposal that the cor¬ 
porate sector should be encouraged to set 
up 100 per cent export-oriented farms, of 
course, free of the half-hearted land reforms 
and land ceiling laws. Under Assocham’s 
scheme of things the price—economic and 
socio-political—of export promotion are 
evidently no consideration. 'The question is 
whether the government is willing to pay this 
price. The export lobby has been steadily 
gaining strength and the so-called export 
sector has been extended special privileges 
and consideration. The thrust of the special 
export measures is to limit the claims of the 
indigenous capital goods industry built with 
much effort and at great cost, mainly in the 
public sector, during the last three decades 
and to allow wider scope to foreign supplies 
of machines and equipment for the techno¬ 
logical modernisation of the Indian industry. 
The objective of self-reliance—economic 
and tcchnol6gical—obviously becomes 
irrelevant in the context of such policy 
trends. Assocham, which has grown signi¬ 
ficantly in strength as the representative of 
big business and foreign companies is stand¬ 
ing forth as the most articulate champion 
of these policies. It is not altogether for¬ 
tuitous, of course, that Assocham leaders 
have not hesitated to proclaim that their 
organisation stands for “easier accessibility 
for foreign capital and companies to India” 
in contrast to the old conservative “protec¬ 
tionist” approach towards Indian industry 
which is sometime articulated by some 
Indian business interests. 


When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 
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Drought, Famine and Agrarian 
Relations 

DN 

Famine is not an inevitable consequence of drought. Drought is 
an act of nature, whereas famine is the result of speciHc agrarian 
relations compounded by government policy on relief which in 
turn depends on the pattern of accumulation being undertaken. 


THE question of drought has come to 
occupy centre-stage in discussions on the 
economic situation. The Congress is 
trying to use the drought to ask people to 
forget mundane matters like corruption in 
arms deals and to rally round the Rajiv 
Gandhi government in this hour of crisis. 
The various state governments are denying 
that there have been any starvation deaths 
and that drought has resulted in famine 
The parliamentary opposition has been 
too busy chasing the shadow of Bofors 
and has paid hardly any attention to issues 
arising out of the drought. 

Famine, it would seem, ended with 
British colonialism. After 1947 the 
government has expurgated the word 
‘famine’ from its dictionary. What we have 
now is merely ‘scarcity’ and not ‘famine’. 
It would certainly be difficult to imagine 
a re-enactment of mass murder on the 
scale of the Bengal famine of 1943, when 
some 3 million people are estimated to 
have died. For one. with the serious 
internecine warfare among the ruling 
classes, the party in power does have to 
be wary of the opposition, including sec¬ 
tions of the press. More than that, there 
are just too many organisations of the 
people and though they are mainly of a 
reformist kind, they would not allow a 
1943 kind of mass murder to pass. 

But what about the thousands of 
people who will die of various illnesses 
and ailments exacerbated by the sudden 
loss of income, or as A K Sen has put it 
more accurately, sudden loss of food 
entitlements? Some of them will be said 
to have died of malnutrition. The rest will 
be said to have died of starvation. So, by 
government definition, there will be no 
famine. 

Famine is not an inevitable consequence 
of drought. Drought is an act of nature; 
while famine is the result of particular 
kinds of economic system reacting to not 
just a drought, but also, for instance, to 
a precipitous fail in agricultural prices. 
Drought has hit Punjab, Haryana and 
west UP just as much as it has Madhya 
Pradesh or east UP. But a well-developed 
system of irrigation, both the consequence 
and a cause of a more capitalist agri¬ 
culture than exists in other parts of the 


country, protects agricultural output and 
incomes in some of these areas from the 
effects of a drought. Further, even in a 
more feudal area, where agricultural pro¬ 
duction is not protected against the failure 
of rain, drought does not affect all classes 
in the same way. The immediate agri¬ 
cultural incomes of landlords, both from 
renting out the land and from having it 
cultivated by farm servants, do certainly 
fall. But as moneylenders they are able to 
buy up cheaply the larger quantity of 
peasant’s assets that come onto the 
market. They also gain as sellers of 
hoarded grain. Those who are pure 
moneylenders and traders gain even more, 
as they are not subject to the fall in direct 
agricultural incomes. 

The peasants (including rich peasants), 
artisans and service workers and agri¬ 
cultural labourers are all affected to vary¬ 
ing degrees. It is with regard to these 
classes that we can talk of famine. With 
a fall in agricultural incomes, the priority 
in consumption expenditure is food. Thus, 
the first casualties of famine are the 
artisans and other service workers. 
Among the non-agricultural workers too 
there is a difference. Those who sell their 
goods and services for cash are more 
affected than those who still function on 
the jajmani system, getting a share of the 
agriculturists’ output. Those working for 
cash may in normal times be better off, 
but those on theJaJmani system are more 
.secure. 

Drought reduces the number of days of 
agricultural employment, leading to a fall 
in the wage-earnings of agricultural 
labourers. Depending on the relative 
prices of food and non-food crops, the 
food entitlement of those producing non¬ 
food crops are affected, besides the effect 
of the fall in output. The peasants who 
produce the foodgrains that they them¬ 
selves consume, are more protected. 

Whatever the immediate consequences 
of drought, whether famine occurs or not 
depends entirely on the economic-political 
system. Famine or an outbreak of acute 
starvation, is the result of a drastic fail in 
‘entitlements’, where entitlements depend 
on a family’s class position and the pro- 
ductioft relations prevailing in society. 


That the production relations prevailing 
determine the entitlement relations, is well 
brought out by the above-mentioned dif¬ 
ference between non-agricultural workers 
on a cash basis and on the/q/moni system. 
Both may be equally poor, but theyq/mani 
workers has a better entitlement position 
in the situation of a drought. Similarly, 
A K Sen mentions the difference between 
the sharecropper and the wage labourer. 
Though the sharecropper’s normal con¬ 
sumption may not be very different from 
that of the agricultural wage labourer, yet 
getting a share of an admittedly reduced 
output, leaves the sharecropper better off 
than the wage labourer, whose days of 
employment may be close to zero. 

Even where the normal entitlements 
fail, famine does not necessarily follow. 
Were the government to step in with a 
comprehensive relief scheme, ensuring 
adequate income, then famine could be 
averted. Famine in India then is the result 
of the existing semi-feudal agrarian rela¬ 
tions, compounded by the government’s 
policy of not running an adequate relief 
scheme. 

The role of a relief scheme (c g, food 
for work) brings out the fact that famine 
is not the result of an inadequate food 
supply, but the consequence of a system 
of economic relations which leaves food 
in the shops, but is not able to generate 
an adequate income (entitlement) to 
enable everyone to have access to a suffi¬ 
cient quantity of food. Today the govern¬ 
ment has a disposable foodgrains stock of 
some 20 million tonnes. Even the most 
pessimistic estimates do not put the fall 
in foodgrains production at that level. It 
is this foodgrains stock, larger than the 
likely shortfall, that is behind the opti¬ 
mistic statements of various ministers to 
the effect that there is no likelihood of a 
crisis, i e, of a famine. But the likelihood 
of famine depends not on the adequacy 
of foodstocks, but on the adequacy of 
incomes or other forms of entitlements. 

The Famine or, as they have been 
renamed, ‘Scarcity’ Relief Codes in force 
are those established by the British 
colonial government. The standards .set 
were such that people would be barely 
able to keep body and soul together. These 
standards still continue. Then, even the 
best relief programme that this govern¬ 
ment might conduct will at most reduce 
the intensity of mass starvation; it cannot 
eliminate mass starvation. 

The Famine Relief Codes were formula¬ 
ted at the time when agriculture provided 
to imperialism cheap raw materials, like 
jute and cotton; and also a market for 
industrial commodities, the chief being 
cotton textiles. Famine relief measures had 
to be undertaken to provide some stability 
in raw materials supply and in the demand 
for consumption goods produced by 
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industry. The extent of relief works was 
limited by the resource position of the 
colonial government, which had to meet 
imperial charges, like the expenses of the 
Indian Army not only in India but also 
in other parts of the British Empire. Relief 
works were undertaken by the colonial 
government not because of any altrui.sm, 
but because imperialism required some 
stability in Indian peasant production, 
both as a source of raw materials and as 
a market for some industrial commodities. 

Today the con.straints on the govern¬ 
ment’s resource position are even more 
severe. Expenses on ‘internal security’ and 
external military adventures, the costs of 
a burgeoning bureaucracy and the drain 
on debt, all restrict the government 
resources that could be used for govern¬ 
ment relief. As compared to the colonial 
period (more accurately, as compared to 
the pre-Green Revolution period) agri¬ 
culture now provides an additional market 
of considerable importance—the market 
for agricultural inputs, such as fertili.sers 
and pesticides. The semi-arid zones affec¬ 
ted by famine, though not such a dynamic 
part of agriculture, do yet provide a 
substantial part of the market for these 
inputs. Manufacturers of both fertilisers 
and pesticides have been complaining of 
a slump. Various chambers of commerce 
have been pressing lor mote relief works. 
The government is faced with the con¬ 
tradiction that any funds for famine relief 
are a diversion from immediate industrial 
accumulation. Maintaining the stability of 
agricultural input markets means an 
immediate slowing down of growth in 
other sectors. (The telecommunications 
sector has already had to postpone its 
plans to introduce ear-phones and other 
‘hi-tech’ gadgetry.) At the .same time, a 
slump in the agricultural inputs market 
will be transmitted through the whole 
economy. Caught in this contradiction, 
the government's famine relief measures 
cannot be anything but half-hearted. As 
agricultural markets are more important 
now than they used to be before the green 
revolution the famine relief measures the 
government undertakes may be somewhat 
more than earlier. But the relief measures 
will be nowhere near the scale made pos¬ 
sible by the stock of foodgrains with the 
government, and certainly nowhere near 
sufficient to prevent acute starvation on 
a mass scale. 

That relief works will not be undertaken 
on the scale necessary to prevent famine, 
was indicated in the government statement 
that it would not be ‘liberal’ in releases 
of foodgrains. Reports also indicate that 
the state governments do not have and ate 
no( piling plans for relief works on the 
scale needed. The signs are there that the 
relief schemes are and will be inadequate 
to prevent famine. 


Reports from Haryana and Rajasthan 
say that large herds of cattle are being sold 
by the cattle-breeding pastoralists and 
peasants. This is attributed to the lack of 
fodder in these states. Granted that there 
is such a shortage. But why is fodder not 
being imported into these states from 
other areas? Because Maharashtra and 
Gujarat have banned the export of 
fodder? Had the price margins been 
sufficiently tempting such a ban would 
certainly have led to smuggling from other 
.states. That such a movement of fodder 
into the affected states has not taken place 
is due to the lack of income in the hands 
of the pastoralists and peasants of the 
affected states. Increased distress sales 
have already brought down the prices of 
cattle. Once these assets have been eaten 
up, famine will follow. 

Famine then is not the consequence of 


THE Maharashtra state zilha parishad 
elections, originally scheduled to be held 
in November or December, have now been 
postponed, probably until next March. 

A new factor of uncertainty, which may 
have played a role in this decision of the 
ruling party, is the emergence of some¬ 
thing like a women’s party in the rural 
districts of Maharashtra, determined to 
contest seats throughout the 24 districts 
of the state. This is the Samagra Mahila 
Aghadi—the ‘All-Women’s Front’. Sup¬ 
ported at present by the Shetkari Sang- 
hatana, undoubtedly now the most power¬ 
ful opposition mass force in the state, and 
with potential support from a wide variety 
of other opposition parties, and basing 
itself on the still unknown, always ignored 
and underestimated but still potentially 
threatening aspiration/power of women to 
break through the bonds of their slavery, 
this is indeed something new. 

Background 

Throughout history, from the beginning 
of state society to the present, whatever 
the dreams of matriarchy which may have 
occurred at most in small, semi-tribaiised 
kingdoms, the exclusion of women from 
political power has been more marked 
than their exclusion from ‘productive’ 
work or even property rights. The con¬ 
temporary era is no different. Whether we 


a shortfall in food supply. It is the result 
of the prevailing .semi-feudal (and other 
pre-capitalist) agrarian relations, com¬ 
pounded by government policy on relief, 
which depends on the pattern of accumu¬ 
lation being undertaken. Pressure from 
below, through mass movements, can at 
best reduce the severity of famine. But 
since famine, as also the more usual state 
of normal poverty/starvation, result from 
the existing property relations, the 
eradication of famine/starvation depends 
upon a change in the existing property 
relations, which change would in turn 
change the allocation of entitlements in 
the economy. Production and property 
relations arc what determine distribution. 
To change the distribution of food so as 
to eliminate starvation, would require a 
different system of property/production 
relations. 


count women in the US Congress or the 
Supreme Soviet of the USSR or in the 
political parties that guide these, they ate 
a tiny minority, disregarded and still 
powerless. It is hard to find a parlia¬ 
mentary body at any level, municipal, 
county, district, anywhere in the world, 
where women are a majority. 

India is no exception: all during the 
period in which a woman was prime 
minister, heiress to a throne though a force 
in her own right, in the vill.iges it was 
nearly impossible for women to go to the 
‘chowdi chauk’, the central square where 
men sit and discuss affairs, to the gram 
sabhas or other local power bodies, except 
as nominal holders of reserved seats or as 
a few exceptional individuals without 
much influence. The relation of the 
women’s movement to power has been as 
petitioners and pressure groups—seeking 
to agitate and organise, but without much 
effectivity; or seeking rc.sources from state 
agencies or foreign funding agencies, 
always dependent. 

This exclusion has certainly increased 
the marked helplessness of women to 
combat atrocities and violence, whether 
coming from within the family, social 
groups, private goondas or the state and 
police itself. 

Yet the last decade has also seen the 
growing aspiration of women to change 


Women and Maharashtra Zilha 
Parishad Elections 

Gail Omvedt 

A new factor in the forthcoming Maharashtra zilha parishad 
elections is the emergence of a women’s party in the rural districts 
of Maharashtra determined to contest seats throughout the 24 
districts of the state. 
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these, even among the supposedly most 
dependent and suppressed rural women. 
In a series of seminars for rural women 
throughout Maharashtra held in 1982-84 
at V M Dandekar’s School for Political 
Economy in Lonavala, women talked of 
the bossism and corruption in the village 
governing institutions, and asked why they 
themselves could not be sarpanches or sit 
on gram panchayats and zilha parishads. 
In Uttarkhand, where women have been 
in the forefront of the Chipko movement 
while their husbands were away in the 
plains seeking employment, women have 
also been asking why the sarpanches, the 
gram panchayat members, the co-operative 
society bosses, always, always had to be 
men. Why not us? 

In some areas attempts have been made, 
mostly unknown to the wider city-based 
organisations of the women’s movement 
because of their own lack of rural con¬ 
tacts; a few women collectively determined 
to go into gram panchayats, women con¬ 
nected even with Congress(l) organising 
a women's panel for gram panchayat elec¬ 
tions or co-operative society elections. 
One such effort, made in Indoli village of 
Karad taluka in Satara district, shows the 
obstacles such women have faced. In this 
village, notable for its role in the 1942 
freedom .struggle, Usha Nikam—herself 
part of a family of freedom fighters— 
decided to organise an all-women panel 
for gram panchayat elections in 1984. The 
response of the Congress(I) village bosses 
shows the way male chauvinism functions. 
Using both derision and all kinds of 
political and economic pressures, they 
went to the husbands of each of the 13 
women candidates and told them, “So, 
your wife wants to stand for election? 
Then you should put on bangles!” They 
promised instead to put up the men of 
these families as candidates, they threate¬ 
ned men from agricultural labourer or 
poor peasant families with boycott of 
work or withholding of irrigation water. 
Under the.$e pressures, all of the original 
panel except Ushatai withdrew. Ushatai, 
a determined woman who has been in¬ 
volved in numerous local struggles, then 
went around again, at the very last minute 
before the deadline for filing candidacy, 
and collected another seven women who 
stood firm against all the pressures. 
Notably, these were all from dalit, other 
low-ca.ste and Muslim backgrounds. 

The Indoli women’s panel was sup¬ 
ported by men and women activists con¬ 
nected with Mukti Sangarsh, which has 
rural work among peasants and labourers 
in nearby Sangli district. But in Indoli 
itself the organisation was weak, the 
women were isolated. The panel fell. But 
the wopwn had stood up; this was the 
glorwjSttheir struggle. And the women’s 
paian^^ have one signiHcant effect iiT the 


village po8dcs of Indoli: in their effort to 
combat it, for the first time the village 
bosses went beyond the dominant Maiatha 
caste to find candidates (male) from 
dalits, minorities and ‘other backward’ 
castes in the constituency! 

The Indoli effort also got some limited 
publicity within the women’s movement 
through articles in Manushi and the 
Marathi women’s journal Bayza. And 
through word of mouth also, the idea of 
women’s political power began to spread. 

Shetkari Sanchatana Initiative 

Then, in November 1986 came the 
massive Chandwad women’s session of 
the Shetkari Sanghatana, attended by over 
a hundred thousand peasant women and 
men. Among the resolutions passed at this 
conference was one that declared that in 
order to combat the fundamental pro¬ 
blems of insecurity and violence against 
women, it was necessary to enter the arena 
of political power. In the words of the 
resolution, “This women’s conference 
therefore resolves that with a view to 
breaking the impa.sse all women in 
Maharashtra should unite to secure power 
upto the district level, and with this end 
in view, all women’s organisations should 
come together and present a unified list 
of women candidates in the forthcoming 
elections and requests the Shetkari Sang¬ 
hatana to support this initiative on the 
part of women in the forthcoming zilha 
parishad and panchayat samiti elections”. 

But this appeal was almost totally igno¬ 
red. The sad fact seemd to be that of the 
existing women’s organisations in Maha¬ 
rashtra (and they are quite numerous), the 
most active were cither urban-based 
’autonomous’ feminist groups with little 
orientation to mass work and few rural 
links, or they were party-linked organisa¬ 
tions which did have mass work but which 
decided their line basically according to 
the policies of the overwhelmingly male- 


dominated parties. And for these there 
were two barriers to immediately coming 
forward in support of the programme. 
One was political sectarianism: tl^ feared 
the dominating power of the Shetkari 
Sanghatana. And the other was a form of 
male chauvinism: they simply could not 
take the idea of women's panel seriously, 
could not imagine that it could become 
a reality in which women could move in 
the direction of autonomy and empower¬ 
ment. The reaction of one left leader 
(otherwise a supporter of the Shetkari 
Sanghatana and a proclaimer of the need 
to end “women’s slavery”) was significant. 
He wrote later that he had walked away 
from the Chandwad session “shocked” 
the resolution which he still sees as a kind 
of “romantic dream” of re-establishing 
matriarchy—as if winning a majority in 
one of the relatively powerless zilha 
parishads were itself some kind of revolu¬ 
tion! None of the women involved at least 
are under any such illusion, but it is a 
remarkable example of the fact that any 
kind of effort to redress the balance of 
power brings with it the shouts of ‘you 
want matriarchy!’ 

So the Shetkari Sanghatana decided to 
go ahead on its own. Already the women 
of the organisation were beginning to 
become a force in some of the districts of 
its strength, primarily in eastern Maha¬ 
rashtra. In early July 1987, a training 
camp to prepare women for the zilha 
parishads was held at Ambethan near 
Pune, organised by feminist scholar 
Vidyut Bhagwat and Sanghatana leader 
Sharad Joshi. Forty women from most of 
the districts of Maharashtra, nearly idl 
members of the Shetkari Sanghatana 
Mahila Aghadi gathered at this four-day 
camp to discuss their participation and 
policy in the election struggle (and for 
women, if not for men, participation in 
elections is itself a struggle) and to learn 
.something of the functioning of zilha 
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parishads and the panchayat raj system. 
Professors from Pune university provided 
the lectures, and a few sympathetic acti¬ 
vists from other sections of the women’s 
movement—Neelam Borhe, Chetna Gala, 
Gail Omvedt—helped in the discussions. 

At this shibir important decisions were 
made. First, realising the problems of the 
powerlessness of the zilha parishads in the 
face of increasingly centralised and 
authority state power, realising the sexual 
slandering and derision they would face, 
the women decided to go ahead. EVen if 
they failed, they felt, standing forth itself 
was a victory, and the effort to struggle 
for political power was one of “making 
history’*. 

Second, it was made clear that the 
organisation to fight the elections would 
not be the Shetkari Sanghatana Mahila 
Aghadi as such, but a new and indepen¬ 
dent platform, the Samagra Mahila 
Aghadi (Ail-Women’s Front). The Shetkari 
Sanghatana would support this, but an 
appeal was made to other political parties 
to also support it. Of course, the main 
hopes were from the opposition and of 
these from the organisations of the left, 
the dalits and the minorities, which in fact 
have the most active women's organisa¬ 
tions. And, while the Shetkari Sanghatana 
Mahila Aghadi is currently the strongest 
mass organisation within the Samagra 
Mahila Aghadi, as other women’s orga¬ 
nisations and activists come in it will 
genuinely broaden and become more 
autonomous. For, while the Shetkari 
Sanghatana does have decisive strength in 
some rural areas it is hardly all-perva.sivc; 
in other areas women connected with left 
parties or dalit or adivasi organisations 
could form the main backing of the 
Samagra Mahila Aghadi if and when they 
become a part of it. The Samagra Mahila 
Aghadi still has no formal organisational 
structure; a “karyakarini" or executive 
committee will be formed only when 
women from different organisations and 
different districts come together to take 
part in the elections campaign. And it is 
this body that will have the final say in 
the tricky matter of dividing up seats. 

A manifesto was however adopted at 
the Ambethan training camp, proclaiming 
basically that the main issues on which 
women will take action if they are elected 
to zilha parishad seats are (1) to provide 
protection from the growing violence, 
insecurity and goondaism in the society; 
(2) providing water tap facilities in every 
viil^e; (3) provision of alternative energy 
sources (gobar gas, fodder-oriented social 
forestry, etc); (4) health, including pro¬ 
woman family planning, anti-alcoholism 
drives, alternatives .to the exploitative 
practices of multinational drug com¬ 
panies; (5) efforts to create new emplt^- 


ment other than the ‘rock-breaking’ of 
most current drought relief work; and 
(6) the search for alternative funding 
sources for the zilha parishads which are 
currently dependent for 90 per cent of 
their finances on grants from the state. 

A booklet was also prepared following 
the training camp, containing basic infor¬ 
mation about the functioning of zilha 
parishads along with an introduction by 
Bhagwat on the question of political 
power and the women’s movement. 

Current Situation 

Now, as November begins, the main 
opposition parties arc currently in the 
process of deciding their policy regarding 
support to the Samagra Mahila Aghadi 
in the forthcoming elections. One small 
non-traditional marxist organisation, 
Shramik Mukti Dal, has declared support, 
and some of its women activists in Sangli 
and Satara districts are beginning to take 
part in the formation of the women’s 
front. A number of individual women 
activists, come quite influential, from a 
wide variety of backgrounds, have also 
promised participation. 

But the main political parties will 
decide their support solely on political 
grounds—and on this basis the women in 
the organisations connected with them 
will be free to participate. And what are 
these political grounds? Here the ZP elec¬ 
tions are interwoven with the entire un¬ 
certain political situation in the country. 
Crucial is the parties’ policies regarding 
the forthcoming Lok Sabha elections 
(mid-term elections are now expected) and 
their attitudes towards the V P Singh- 
Rajiv Gandhi spirit. Here, a basic fact is 
that as V P Singh tours the country 
organising his Jan Morcha, one of his 
most important allies is Sharad Joshi and 
the most important mass support for his 
rallies is provided by the peasant move¬ 
ment. Josh! himself and the inter-state co¬ 
ordinating committee of peasant orga¬ 
nisations proclaim their support for 
V P Singh only as a way of promoting 
political pluralism in the country—a 
“balance of power between two thieves” 
(in the headlines of an interview given by 
Joshi to Sunday Observer) which would 
allow a mass movement scope to exert its 
force. Such a “critical alliance” with an 
effort to avoid breeding illusions about the 
‘Rajasaheb’ is not so basically different 
from the current policy of most of the left 
parties, and in this sense some kinds of 
de facto alliance between these parties and 
organisations like the Shetlwi Sang¬ 
hatana in the forthcoming elections is 
bound to occur. One .stumbling block 
remains the fact that the two major Com¬ 
munist parties want no alliance that 
includes the BJP, but even here there 


should be no objection to working with 
BJP people on the kind of “non-party” 
political platforms (for instance; a women’s 
front) promoted by Joshi and t^ked about 
a go<^ deal by Singh also these days. The 
communist parties’ women fronts after all 
have generally worked with the BMS; 

The fact is that in Maharashtra at least 
it is the Shetkari Sanghatana and Datta 
Samant’s Kamgar Aghadi that represent 
the main mass force—along with, we might 
add, the dalits’ -Bharatiya Republican 
Party which has been the growing force 
among the numerous scattered dalit 
organisations—and these two are now 
very much allied with V P Singh. The 
opposition has to come to terms with this, 
and it is in this context that the support 
of Shetkari Sanghatana and Sharad Joshi 
for the women’s front is also a crucial 
factor. 

Party leaders initially seem to reaa to 
the idea of supporting a women’s front by 
talking of percentages—’You stand for SO. 
per cent, leave SO per cent of the seats’. 
But whether it is SO-SO, 60-40 or whatever, 
women generally respond to this sort of 
things with an underlying .cynicism, for 
they know well that before the existence 
of Samagra Mahila Aghadi women would 
not have been allotted even 10 per cent of 
party seats. The women’s front is deter¬ 
mined to put up candidates for 100 per 
cent of the seats and is confident that in 
fact in every district, every taluka, every 
village they can find women ready for 
such a struggle and capable of running the 
ZPs as well as the bosses currently sitting 
on them. They ask only for the help of 
the parties in doing so. 

Meanwhile, as all this ‘upper-level’ 
discussion goes on, the Samagra Mahila 
Aghadi is sickly taking shape in the rural 
areas on the basis of its real source of 
strength, the determination and enthusia¬ 
stic response of women themselves. When 
women organisers connected with the 
front go out and meet other women, they 
find a strength in that is sometimes a relief 
from the political intricacies and doubts 
raised by the political parties. Thus, for 
example, one Sangarsh Vahini activist 
whose husband is a Shetkari Sanghatana 
organiser reports that at the beginning, in 
spite of the official policy of Sanghatana 
support, he was dragging his feet. It was 
only when she started working with 
women in the taluka on this issue and 
found a strong response that he also 
began to get enthusiastic—because he 
could see that in fact the power of women 
could emerge not only to fight the ZP 
elections but could also strengthen the 
overall struggle, it is in such processes., 
which are now taking place in varying 
ways throughout the state, that the 
Samagra Mahila Aghadi is being built. 
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Gender and Housing 

INandita Gandhi 

Technology has transformed the environmait to suit a profit- 
oriented, public production which has deprived women of their 
traditional skills and involvement in housing. In spite of their 
being the primary users of the house in performing domestic and 
paid labour, women have little control or right over houses. A 
report on the First Third World Women and Housing Week in 
Britain and a national workshop on ‘Humanising Housing: 
Gender and Housing’. 


THE United Nations campaign for shelter 
for the homeless estimates that 100 million 
people all over the world do not have the 
basic human requirement of even a simple 
roof over iheir heads. It has highlighted 
homelessness as a growing phenomenon 
which need.s to be tackled at all levels by 
different organisations. This has served as 
an impetus for international agencies, 
governments and non-governmental 
bodies to recognise the crisis in housing, 
scrutinise the obstacles to building activity 
and formulate housing policies. 

The making of such policies in all pro¬ 
babilities will follow the same pattern as 
the earlier much criticised development 
policies if planners and policy-makers will 
not re-examine their basic assumptions, 
especially those regarding women. Recent¬ 
ly two events, ati international and na¬ 
tional workshop, have focused on the 
issue of gender and housing, the ‘First 
World-Third World Women and Housing 
Week’ held in Britain from July 12 to 19, 
1987 originated out of the efforts of a 
group of activists and academic women 
involved in housing projects like 
SHELTER, the British lYSH and the 
London School of Economics. It was 
designed to be a foiuin for First and Third 
World women to share their situational 
and organisational experiences of women’s 
hou.sing needs. I'he (lousing Week con¬ 
sisted of three activities: (1) a two-day 
workshop in London tor an exchange bet¬ 
ween 35 Third World women, represen¬ 
tatives from the revolutionary govern¬ 
ments of Nicaragua and Angola, officials 
from the Housing Departments of Sri 
Lanka and Philippines, activists from 
NGOs in El Salvador, Peru, Chile, Sudan, 
Thailand and Ghana, women's organisa¬ 
tions in Pakistan, India and Philippines 
and a UN affiliated refugee project from 
Sudan; (2) a four day field trip for these 
participants organised by the National 
Federation of Housing Associations to ac¬ 
quaint themselves with the housing situa¬ 
tion in four cities of Britain. Small groups 
visited different cities to meet and hold 
discussions with women living in and 
working for women’s refuges, homes for 


the elderly, Ibnants Associations of Coun¬ 
cil houses and community groups; (3) a 
conference "Our Homes, Ourselves" in 
Sheffield for around 5S0 women associated 
with voluntary groups, housing associa¬ 
tions, co-operatives, women’s groups, 
tenants groups, refuges and local govern¬ 
ment bodies. 

The second event was a national work¬ 
shop called ‘Humanising Housing- 
Gender and Housing’ held in Madras, 
India from July 30 to August 2, 1987 by 
the National Campaign for Housing 
Rights (NCHR) conunittee. The NCHR 
consists of men and women from volun¬ 
tary groups, women’s groups and develop¬ 
ment organisations who have come toge¬ 
ther after a spate of demolitions of slums 
and pavement dwellings in different parts 
of the country and the Supreme Court 
judgment which upheld the right to liveli¬ 
hood of pavement dwellers while not dis¬ 
allowing demolitions of their homes by 
government, and municipal authorities. 
Their objective is to draft a Bill for Hous¬ 
ing Rights to be introduced in Parliament 
by the end of this year. The process of for¬ 
mulation of the bill will involve the par¬ 
ticipation of different people—activists, 
lawyers, and people from slums and pave¬ 
ments in different parts of the country in 
a scries of regional and national consulta¬ 
tions. The Madias workshop was the out¬ 
come of the earlier National Consultation 
held at Bombay at which women demand¬ 
ed a longer discussion on the women and 
housing issue. It was visualised as a mixed 
workshop of both men and women to 
understand women’s housing needs and 
problems. 

The discussions and exchange of ex¬ 
periences on the Third >\brld, British and 
Indian situations touched on five general 
themes: women’s access to housing, 
societal problems of women and housing, 
work, fear and violence, and lastly design 
and construction. In spite of the wide- 
ranging histories, social differences, 
political, and ideological systems of the 
different countries, some baric similarities 
in situations, obstacles and issues facing 
women war evK|gnt. In order to highlight 


this aspect and challenge the common 
assumptions made by planners, this report 
places the three levels together instead of 
in separate, chronological sections and 
ends with some general, concluding 
statements which becomes apparent from 
the discussions in the international and 
national meetings. 

ACCESS TO Housing 

For a discussion on the first theme, the 
Third World women’s meeting chose to 
ask the question, "Is housing a means of 
political action?" In most countries, it was 
impossible to disassociate housing from 
the nature and role of the state, and its 
development policy. In capitalist, liberal 
states Uke Sri Lanka, Thailand, India and 
the Philippines urbanisation followed the 
vagaries of a lop-sided development pro¬ 
cess encouraging rural migration, concen¬ 
tration of population in urban areas and 
thus leading to a production of a housing 
crisis. Govenunent plaiuiing, land reforms, 
price structures, speculation and policies 
of slum evictions has made it extremely 
difficult for the poor to acquire land or 
houses and forced them into struggle and 
confrontation with the state. In the revolu¬ 
tionary states of Angola and Nicaragua, 
the housing crisis takes a different form. 
A large number of people are without 
either land or houses but state policy only 
helped war displaced persons who were 
given a simple roof without any other 
amenities. Gradually, because of state 
control over land, homeless persons were 
given small plots and a rapid improvement 
was noticed as indigenous material was 
used to build homes. Outside of the 
politics of the land, social conditions play 
an equally important part. A strong, 
patriarchal ideology as in the case of 
machoism in Latin America prevents 
women from gaining control and owner¬ 
ship of land and houses in spite of pro¬ 
gressive laws. In Columbia, women are oi- 
titled to SO per cent of matrimonial pro¬ 
perty on separation or divorce. But legal 
marriage is common only amongst the 
middle class, so the majority of women 
have no access to their share of property. 
Islamic fundamentalism whilst recognis¬ 
ing women’s right to inheritance and 
ownership still prevents them taking ef¬ 
fective control of it. In spite of such con¬ 
straints, women still struggle for houses, 
set them up and maintain Uiem until forc¬ 
ed to move out by the state or domestic 
violence Housing for women is a survival 
issue and their struggles for lend like the 
Latin American land ‘invasions’ have 
gained them political recognition. 

For the British women, ‘access’ meant 
an investigation into the changes womisn 
have faced earlier and now in different 
spheres which affect their housing needs. 
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The Kcoit shift of the present conser¬ 
vative government from public to {wivate 
sector housing based on the slogan “the 
right to buy” encourages owner-occupa¬ 
tion and purchase and development of 
estates by builders even if it means the 
eviction of a huge number of tenants. Fur¬ 
ther, the government has cut expenditure 
for new constructions and the maintenance 
of the old stock. These policies will 
heighten the problems not only of the 
poor Asians and Afro^^ibeans but will 
severely affect women of all classes and 
races. Women earn one-third of men’s 
wages and Black women who ate generally 
part-time workers drop below that level. 
Individually women are in no position to 
secure private housing. Some may try to 
purchase accommodation on the basis of 
a joint family income, but the chances of 
payment defaults are high. There are 
many incidents of former secure tenants 
who have had their houses repossessed by 
banks and building associations. 

If the private sector holds little hope, 
the Welfare State’s public sector is even 
more dismal. Four million people accor¬ 
ding to the lYSH (Britain) live in substan¬ 
dard houses and about one and a quarter 
million are on the waiting list for council 
housing. If a low-income family finds 
itself homeless because of eviction, poor 
housing conditions or arrears in payment, 
the state fulfills its constitutional duty by 
accommodating them in overcrowded, 
and often unhygenic bed and breakfast 
places. Women who have left the matri¬ 
monial home or single women’s needs are 
not considered very favourably. The 
women’s movement has made a strong 
case for victims of domestic violence and 
have themselves or through sute funding 
set up refuges for battered women. There 
is an acute shortage of women’s refuges 
especially for Asians and Blacks (There 
are only four Asian women’s refuges for 
the city of London). Single women can 
stay in the few hostels available to them. 
(1 women’s hostel per 9 for men.) 

For more permanent accommodation, 
women would have to apply to the local 
authorities for council housing, housing 
associations, or co-operatives which very 
clearly give priority to families, and 
women with dependents. Wide discre¬ 
tionary powers have been given to the 
local councils and its officers leaving 
scope for different interpreutions and 
racist prejudices. Labour dominated coun¬ 
cils have been known to set up women’s 
committees which are more sympathetic 
to women. 

The national workshop discussed ‘ac¬ 
cess’ by describing women’s needs, their 
IqaLrights and the essential hcnnelessness 
of women. The workshop group felt that 
in India even the poorest inan has some 
property, It is commonly known that in 


times of severe crisis like famine, men have 
resorted to selling Iheir wives and childrai. 
Poor womeofbrnhe other hand, by and 
huge have no property and if they do^ they 
ate done out of it or have to depend on 
the goodwill of their male relatives. The 
Constitution of India recognises women’s 
right to property through succession and 
inheritance. But in practice, personal laws 
prevail which disinherits women both at 
the parental and matrimonial home. Per¬ 
sonal hindu law which is usually seen as 
more progressive than muslim, Christian 
and parsee also discriminate against 
women in property matters. Every woman, 
at the age of 18 years should be entitled 
to inherit property so she has some 
material base to make her own choices in 
life. This would in some way also resolve 
the problem of dowry and the subsequent 
bride harassment and deaths. However, 
parents or brothers often use legal 
loopholes, social pressures or the women’s 
own inexperience to deprive her out of her 
share of property. Perhaps then there is 
the need for ‘protective’ legislation like a 
percentage of inherited wealth reserved for 
widows and daughters, and secondly the 
implementation of a new non sexist and 
secular family law which will overrule the 
existing personal laws. A law which would 
give married women a right over matri¬ 
monial property inherently also recognises 
women’s domestic labour as well as helps 
those who want to leave a violent or 
unhappy home. 

There was a long discussion on the ad¬ 
vantages of joint or single ownership of 
property. It was felt that joint ownership 
of property by men and women would not 
lead to an empowerment of women, as 
men are more organisationally experienc¬ 
ed and would possibly be manipulative. 
While the demand for single ownership 
for women would challenge the existing 
power relations with men and with capita¬ 
lism (a minority of propertied men). There 
could be also, perhaps, some form of col¬ 
lective ownership either of women or of 
men and women which would ensure that 
their land and/or houses would not enter 
the land market. An example from 
Madurai showed that the surprising non¬ 
interference of men was due to the fact 
that most of the women who were given 
legal tenancy of pattas were second wives. 
However, when the women demonstrated 
their ownership by putting up their own 
nameplate or board for the area men put 
up sti^ resistance. This attitude has been 
commonly noticed in the opposition to 
changes in personal laws and the forma¬ 
tion of a uniform civil code which would 
give more rights to women. 

The plenary session raised two ques¬ 
tions; are we in agreement with the 
ideology of owner-occupation which the 
World Bank propogates? The NCHR 


believes that the presence of property rela¬ 
tions between people was the cause of 
contradictions in society and needed to be 
abolished. However, within the existing 
framework, we have to distinguish proper¬ 
ty for surplus production and property for 
subsistence. Demanding for single owner¬ 
ship for women would empower them and 
redress the unequaj balance of power bet¬ 
ween women and men. Secondly, would 
not the demand for single ownership for 
women divide the larger, broad-based 
movement? It was felt that reduction of 
the issue to ‘primary’ and ‘secondary’ 
questions only served to diffuse the 
women’s issues. And it was only in tackl¬ 
ing the issue of patriarchal relations that 
the proposed Bill for Housing Rights 
would be able to put forward an under¬ 
standing on ‘Humanising Housing’. The 
NCHR needed to consider whether it 
should advocate individual or collective 
ownership; joint ownership by men and 
women or women alone; or should it ex¬ 
plore alternatives to ‘ownership’ itself. 

The question “Why do women leaders 
have so little power?” touched off a 
debate on the nature of women’s par¬ 
ticipation in self-help programmes and in 
struggles. In south Sudan, the tribal tradi¬ 
tion of hut building and the Department 
of Community Development’s emphasis 
on women as mothers and agents of 
change facilitated woipen’s involvement in 
a community project to promote income 
generation, marketing of local goods, 
leadership and skills training. FUNDSAL, 
in El Salvador, is probably the only NGO 
in the area producing 1,400 units of hous¬ 
ing a year for the poor. It sees housing as 
a means of community organisation via 
family participation. Women are seen as 
the main participants to whom tenancy is 
to be given. In their programmes, not only 
do women participate but also come for¬ 
ward to take leadership. The often re¬ 
peated factors of women’s illiteracy, mobi¬ 
lity and household responsibility seems to 
make little difference when organisations 
or people generate conditions for women’s 
participation and leadership. In Mozam¬ 
bique, the OMM, the official women’s 
organisation reported that when women 
were encouraged to form agricultural co¬ 
operatives, they also emerged as com¬ 
munity leaders. Following a different 
strategy in India, SPARC had opted to 
bypass the community power structures 
and male leaders and empower women 
through their own issues and to develop 
new leadership. 

The British workshop examined how 
women are affected when they fall outside 
of the categories and roles created for 
them by society. Women are expected to 
live with men and be part of families, thus 
making it very difficult for single women, 
young women or those with a different 
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sexual preference who want to live an in¬ 
dependent life. Racist discrimination is 
meted out against all non-whites, migrants 
or refugees. Each group has its own orga¬ 
nisations like the Brixton Black Women’s 
Housing Co-operative. Winvisible is a 
pressure group of disabled women deman¬ 
ding design, structural changes and more 
opportunities and jobs for themselves. 

‘Design and Construction’ 

In most of the Third World countries 
women are generally not consulted in the 
planning or decision-making processes of 
government and NGO housing program¬ 
mes. With a little encouragement women 
have demonstrated their willingness and 
enthusiasm for such a participation. The 
Sri Lankan government programme of 
‘One Million Homes’ had no policy guide¬ 
lines on the involvement of women, but 
the very presence of women architects 
drew lo^ women to attend meetings. The 
Columbian organisation. Services Ur- 
banos y Mujeres de Bajos Ingresos, found 
that women were so vocal and militant in 
the ‘invasion’ of vacant land and construc¬ 
tion of huts that it made them wonder 
whether women were not. by their labour, 
Hrstly letting the state off the hook and 
secondly de-politicising the men’s strug¬ 
gles for higher wages. 

The British workshop was intended to 
demystify housing technology and skills 
■by making it understandable and available 
to women. Activists and professionals 
shared their experiences of housing pro¬ 
grammes, the construction industry, 
knowledge of materials, and planning and 
design. A mock consultation demonst¬ 
rating liaising with architects and a role 
play game of the planning process with 
loc^ authorities were held. There was a 
visit to a self-help programme in the city. 
Women’s Design Centre, and Matrix are 
some of the organisations working in this 
field. 

The Indian workshop began with a cri¬ 
tique of the stilted capital-intensive 
development process which has encourag¬ 
ed migration, a largely artificial land scar¬ 
city and price speculation. There has been 
a systematic breakdown of the organic 
links between the city and rural areas, as 
well as a split between home and work. 
This has had a detrimental effect on 
women and their role in production and 
reproduction. 

Housing programmes could influence 
this by propogating a decentralisation of 
zoning and giving a preference to ungra¬ 
dation of houses and neighbourhoods 
rather than re-location. In case of an 
absence of a choice, the programme 
should involve women in the selection of 
the new site and planning of the home 
space. SPARC has succ^fully demonst¬ 


rated such a possibility in Bombay. Plan¬ 
ning for a community needs to take into 
account the nature of women’s work, in¬ 
dividual and common spaces for cooking, 
childcare and washing, location of toilets, 
green spaces and community centres. 
These facilitate and strengthen women by 
easing their domestic burden and by 
creating community feelings and women’s 
solidarity. Linked to such a planning con¬ 
cept would be the further involvement of 
women in establishing infra-structural 
facilities like supply of water, electricity, 
drainage and transport. 

IVaditional, indigenous planning of 
homes and villages allowed for closed, 
semi-closed and open spaces, e g, porches, 
inner and outer courtyards, etc. Local 
stone, mud, bamboo and thatch were 
some of the materials used by both men 
and women to build. Modern technology 
with its use of cement, steel and need for 
outside labour has alienated people, 
specially women from the control and 
building of their own environment. 

The plenary session went into a more 
detailed discussion on the question of 
land. So far only the Madhya Pradesh 
government has followed a policy of ‘no 
eviction without resettlement’ and passed 
a law providing land for the urban land¬ 
less. The notion of non-availability of 
urban land is a myth which could be 
dispensed by the proper implementation 
of laws like the Urban Land Ceiling Act. 

It is not necessary to reiterate that 
women in all Third World countries are 
the most vulnerable persons in society 
with no property, minimal socially opera¬ 
tive legal rights, and little access to 
high/average paid work and the benefits 
which go with waged work. Their survival 
and standard of living depends on their 
relationships with men and their ability 
to balance different societal and economic 
forces. Ideological constraints are an 
equally powerful force, e g, machoism in 
Latin America and traditional hindu and 
Islamic patriarchy. In such a context. 
Women’s Centre from India felt that hous¬ 
ing should be viewed not only as a mere 
physical space for either joint or single 
ownership but as a means for life with 
security and dignity. 

The Duang Prateep Foundation work¬ 
ing in a Bangkok slum found that faced 
with such gigantic social, economic and 
political problems, vramen develop dif¬ 
ferent strategies to overcome their fears. 
Initially, they would try to use an indi¬ 
vidual approach which can be aggressive 
or persuasive. Its failure made them turn 
to more collective bargaining through 
community associations or unions. In the 
absence of support structures like refuges 
and women’s centres, shelters provide 
women with i| physical and emotional 


base as well as an area for work, thus 
strengthening them to face and resolve 
their fears and problems. In effect hous¬ 
ing could become a means of involving 
women, encouraging their participation in 
the community, and empowering them to 
challenge the unequal relations between 
men and women and the State. 

The British workshop started, with the 
Yorkshire Women’s Theatre presenting, 
“Asking for It?’’ a short skit highlighting 
the subtle and not so subtle physical and 
mental pressures in the life of an average 
woman which was followed by a discus¬ 
sion on the sources of fear, i e, physical 
or mental violence in the home, on the 
streets, fear of the state or political 
organisations, and from the environment. 
Women activists from Ireland, Angola 
and Iran described the problems and tac¬ 
tics used by women living in war zones. 
The Women’s Design Service, Borough 
Development and Housing Departments 
are concerned with the inclusion of safety 
and security measure to protect women 
from violent intrusions and structural 
changes like more ramps which will faci¬ 
litate the elderly, disabled and children. 
Sometimes the problem may be more in¬ 
direct like landlords sexually harassing 
tenants with the threat of eviction. A 
member of the Newcastle council 
described the struggle of a group of 
tenants which persuaded the council to 
take over the landlord’s property. Racist 
harassment and attacks were successful¬ 
ly encountered by the Tower Hamlets Race 
and Housing Action Group. 

There was a noticeably high represen¬ 
tation from various women’s refuges 
which has now become the institutionalis¬ 
ed branch of the British Women’s Move¬ 
ment. Refuges or shelters were set up to 
provide women a space away from the 
violence of their homes. Many of them, 
though funded by the state, have immense 
problems raising funds, finding low rent 
accommodation, and maintaining them. 

Particular mention has to be made here 
that the Indian workshop after an 
acrimonious debate, set up this session as 
an only women’s session because it was 
felt that women needed their own space 
to be able to share their personal ex- 
periences more freely. No report has been 
received on the men’s session on the sub¬ 
ject. The women’s session felt that all 
women regardless of their class, caste and 
marital status were potential victims of 
violence and equally terrorised by the acts 
of violence as by the threats of violence. 
Both the acts and the threats were invisi¬ 
ble and socially unrecognised which kept 
women in constant fear, subjugation and 
do^lity. Homelessness of women is one 
aspect of the violent denial of space to be^ 
to do and to decide. It was necessary to 
conduct a long process of education and 
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consciousness raising, build alternative 
support structures of friends and institu¬ 
tions like hostels, refuges, etc, and- find 
avenues for employment, lb perform 
these tasks, the women’s movement needs 
its own space to function, develop and 
build links with other movements. This 
does not mean the automatic exclusion of 
sympathetic men rather the recognition of 
the boundaries of their role, activity and 
leadership in the women’s movement. 

The plenary session observed that in 
patriarchal societies violence seeps into all 
societal structures and men and vromen 
co-operate with social sanction in female 
infanticide, foeticide, bride burning, 
destitution, sad, witch hunting, etc 
Women’s homelessness and lack of alter¬ 
natives are part of the reasons for the 
perpetuadon of these atrocities. Therefore 
it vras crucial for the Bill on Housing to 
include women’s participation in plann¬ 
ing and take up the issue of women’s 
ownership rights especially in the case of 
matrimonial conflict. 

Women’s Work 

The Third World organisations em¬ 
phasised that in the case of both work or 
houses, women had to develop strategies 
to suit their situadons and requirements. 
Representatives from the governments of 
Angola and Nicaragua thought that 
presentations, persuasion and lobbying 
with higher authorities helps in influenc¬ 
ing state policies. NGOs like Fedevivienda 
(Columbia) and FUNDSAL (El Salvador) 
believed that they had been successful in 
highlighting women’s needs and in involv¬ 
ing them because as a mixed organisation 
they had wide support and strength. On 
the other hand. Women’s Action Forum 
from Pakistan felt that it was easier for 
women to politically protest through an 
only women’s organisation. The Forum 
Against Oppression of Women from India 
thought that women are often used poli¬ 
tically and organisationally, e g, as buf¬ 
fers to prevent police repression, for 
numbers in rallies, or as free labour per¬ 
forming services for a movement or strika 
The quesdon was not whether there 
should be mixed or only women’s 
organisadons as much as women should 
have the space and ability to idendfy their 
issues, and organise around them. 

In Britain as elsewhere, women’s work 
is done either separately at her workplace 
and at home, or combined as in the case 
of home-based workn's. A video film, 
“Hemmed'In” described the oppressively 
low wages, hard, insecure work of gar¬ 
ment production done by Hirkish women 
in Eondon- A council offldal pointed out 
that thm could also be certain advantages 
of home-based work by the use of tedi- 
nology especially for less mobile women 


like young and single mothers. Such work 
rdnforces women’s image as a career 
housewife and consumer of so-called 
labour saving devices. Those who happen 
to be housewives are often frustrate by 
the isolation in their jobs as mothers. This 
has motivated women to come together 
as was shown in the video film “Chang¬ 
ing our Lives’’ in which six women from 
an estate in Sheffield occupied a vacant 
buildup, and created a comrnunity centre. 
There were other examples of women hav¬ 
ing set up nurseries, pre-school playgroups 
or conducted campaigns against poor 
heating, house repair and transportation. 

The Indian workshop distinguished 
women’s work according to the mode of 
production and her role in it. In tribal and 
seminomadic societies, women and men 
were active in most work together or the 
women took charge of home and work in 
the absence of men. There were very few 
incidents of violence which could not be 
restrained by the community. The deterio¬ 
rating rural situation has led to the 
lengthening of women’s work hours and 
for lesser wages. Should home-based in¬ 
dustries be encouraged as they provide 
some sort of income for women? If 
women have to regain their position in the 
home and in production they should be 
able to share, moititor the work and 
marketing whether it is inside or outside 
the home. Secondly, what forces (the 
women’s movement?) can strengthen sub¬ 
sistence production which is need and not 
market-oriented and less ecologically 
harmful, against the onslaught of 
capitalist production. Thirdly, production 
and mainteiumce of iife^ i e, bir^ and cate 
of children is considered the private 
responsibility of women while production 
of proflt is public Women have to 
organise to make human life a general 
concern for the reorganising of material 
life Lastly, the problem posed was how 
can our understanding of the informal 
sector, home-based industry, subsistence 
production and domestic labour be in¬ 
tegrated into the class struggle or related 
to other struggles. 

Some of the changes made in the draft 
paper which would later form the basis 
for the proposed Bill on Housing Rights 
were the replacement of all general terms 
like people; etc, with gender specific terms, 
inclusion of a text called the “essential 
homelessness of women’’, and “patriar- 
diy” and that the category of work should 
include all forms of women’s work. 

In conclusion, it is observed that 
women in societies dominated by the 
•capitalist-patriarchal systems are the most 
vi^erable and handicapped. For them, 
‘progress’ has meant an erosion of their 
participation in production and a devalua¬ 
tion of thdr reproductive roles. Ihchnology 


has transformed the environment to suit 
a profit-oriented, public production which 
has deprived them of their traditional 
skills and involvement in housing. In spite 
of their being responsible for the welfare 
of the family and the primary users of the 
home in performing domestic and paid 
labour, they have no control or right over 
houses. Regardless of this, as it is such a 
fundamental issue for their very survival 
women have struggled for a basic shelter 
and amenities and shown enthusiastic par¬ 
ticipation in the planning and bailing 
processes. Lastly, there are no ‘only 
women‘ and ‘general’ issues as all issues 
involve women in some manner. Struggles 
can, however, confine themselves to issues 
which are of practical interest to women 
like water or violence rather than develop 
a gender-strategic approach to link up and 
challenge all systems oppressive to 
women. For a successful housing policy, 
planners and development projects will 
have to revise their basic understanding of 
a shelter which is not only a structure or 
a place where a set of functions are per¬ 
formed but a space determined by social 
relations. They reinforce the unequal rela¬ 
tions between women and men by identi¬ 
fying target groups on the income of the 
male breadwinner and building to suit the 
needs of the nuclear family. The reality 
is that women are the ‘invisible’ and 
unrecognised workers in our societies, that 
besides the nuclear family other forms ex¬ 
ist, e g, one-third of the world’s families 
are women-headed households and that 
women are struggling for and demanding 
their rights. 
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Pakistan: Where Is tilie Opposition? 

Babar Ali 

It is ironic that today in Pakistan the political process is much 
freer than it has ever been in the last ten years, all the prominent 
political leaders are free to criticise the government and the 
military and the press is relatively free and is even allowed to 
carry statements by known communists, and yet there is no 
effective opposition to either the Junejo government or to the Zia 
military clique. 


THE Marxist-Leninist groups and parties, 
the left bourgeois parties, the liberals and 
all the pro-demoCTacy organised sections 
of society are agreed on one thing, and 
that is that there is no real democracy in 
Pakistan and this ‘controlled democracy’ 
is essentially a sham. Some of the parties 
on the left are quite clear that the Junejo 
government is a front for the military 
regime behind the scene which pulls all the 
strings, albeit allowing for some degrees 
of freedom so as to make the front seem 
more authentic than it really is. For some 
of the other parties on the left, it is not 
just Zia’s military government.which con¬ 
trols Junejo’s strings, but it is the im¬ 
perialist interests, more specifically the 
United States, which are responsible for 
the major happenings in the country, 
directing the government’s political, 
economic and foreign policies to suit their 
purposes. Yet despite these various levels 
of understanding about the political pro¬ 
cess in the country, there is one depress¬ 
ing reality which today stares one in the 
face: there seems to be no effective 
organised opposition to either the Junejo 
government or to the Zia military clique 
and/or to the manipulation by the United 
States of Pakistan’s affairs! 

The highly noticeable apathy in the 
political circles of the country suggests 
one or two important points. It is possi¬ 
ble that the opposition has finally ac¬ 
cepted Junejo’s watered down democracy 
and is now playing the game according to 
his rules. The evidence for this emanates 
from the recent statements of party 
leaders and the virtual ineffectiveness of 
what was the largest and most organised 
political force, the Movement for the 
Restoration of Democracy, the MRD. 
On the fortieth anniversary of the 
Independence of Pakistan, a day which 
should have seen substantial activity by 
the opposition, the MRD could not even 
come up with some positive political 
slogans to mobilise the masses, leave alone 
being able to organise any effective 
demonstrations in the large urban centres 
of the country. The MRD has slowly been 
decaying over the last year, and the so- 
called August 1986 MRD Movement 
seemed to be a desperate attempt to 


restore its credibility. The last year has 
seen a steady decline in the activities of 
all the parties in the MRD, both acting in¬ 
dependently and at a collective level. This 
decay has bwn so marked that attendance 
at political rallies (if any are held at all) 
has sharply dwindled, press statements by 
the members of the Alliance have lost 
their fire and have also become fewer and, 
more importantly, the Alliance has stop¬ 
ped denouncing the Junejo government 
and lately has not put forward its demand 
for new ‘genuine’ elections as aggressively 
as it used to. Thus the MRD appears to 
be resigned to its fate and has decided to 
work within the paradigm laid down by 
the Junejo government and to wait till 
1990 when general Zia has promised 
general elections. 

People’s Party, Spent Force 

The single largest political party in the 
country, Benazir Bhutto’s Pakistan Peo¬ 
ple’s P^y, is a member of the MRD, but 
it too has lost most of its force and has 
withdrawn to the back-seat of politics in 
the country. Benazir Bhutto’s engagement 
seems to be of more interest to her cadre 
and the press and the people than her par¬ 
ty’s programme. At best one hears the 
stale pronouncements of Benazir Bhutto 
and her party that when they come to 
power they will bring an undefined 
‘Bhuttoism’ to this country and there 
will be ‘Awami Raj’ (people’s rule). 
However, when and how they propose to 
go about bringing this ‘Awami Raj’ is 
never made clear. 

The political parties in Pakistan which 
form the opposition have quite clearly 
been left impotent within the politick 
structure of the country today. They have 
not accepted Junejo’s sham democracy 
out of choice, for since they were not per¬ 
mitted to take part in the ‘elections’ they 
know that the elections were a fraud. But 
if they have not recognised Junejo’s 
government as legitimate, what are the 
factors which have given rise to a situa¬ 
tion in which the question is being asked; 
‘Where is the opposition?’ 

‘niere are at least three factors which 
have resulted in the inability of the Peo¬ 
ples Party, the MRD and the opposition 


in general to launch atv sort of moueo^ 
which would change the status quo had 
permit the parties in opposition to share 
political power. 

At long last. General Zia is being ac¬ 
cepted for what he has proven himself to 
be, a brilliant politician. In his first few 
months in office many political observers 
wrote off the general as an idiot, a mistake 
for which they have paid many times over 
in the last ten years. It is true that the 
general has been very lucky in the ten-year 
period as many fortuitous happeninp 
have taken place which have stre^hened 
his hold internally and has made him 
more acceptable to his foreign masters— 
the Afghan revolution, the fall of the Shah 
of Iran, bumper wheat harvests, increas¬ 
ing foreign remittances from the middle- 
east, all have played a role in prolonging 
and legitimising his role as the head of the 
state in Pakistan. But his good luck apart, 
the general has always been yards ahead 
of his closest political rivals. He has out- 
thought, out-manipulated and out-played 
the opposition time and time again. He 
has been confident about all his moves. 
As early as 1979 he told US president 
Carter that he considered the US offer of 
aid after the Soviet Union sent troops to 
Afghanistan as ‘peanuts’. In 1986 Zia 
permitted Benazir Bhutto to return to 
Pakistan and abuse him as much as she 
wanted to, but once her pent-up frustra¬ 
tion and anger was out of her system, she 
had little else to say. The election held on 
a non-party basis was also a clever move 
by the general and he ignored all the 
political parties and ended up with a front 
behind which he and his coterie could deal 
with more important matters rather than 
face the abuses of the people, the press 
and the political parties. For that, there 
was Junejo. 

Left’s Blunder 

Marxist groups and individuals believe 
that General Zia is a puppet in the hands 
of the Americans and that all his moves 
are programmed from Washington. This 
vulgar determinism and unscientific 
analysis have cost these groups dear, for 
they have not been able to understand the 
dynamics of the internal polidcal process 
in the country and have failed to discover 
the linkages with imperialism. It is true 
that Pakistan is part and parcel of the 
world imperialist system and is dominated 
by the US, but it is also permitted some 
degree of autonoiiQ^ to be able to deal with 
its own problems. It is quite probable that 
Benazir Bhutto’s return to the country was 
cleared by Washington and agdn, quite 
possibly, the election idea was genetided 
in Washington too, but quite likely 
General Zia and his advisers have received 
only guidelines and major decisions 
on certain issues, but have worked on 
their own after that. This must surdy 
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qieik vohimes for the trust aad faith 
Wuhington has in General Zia’s com¬ 
petence. However, the relationship is 
dialectical: General Zia's confldoice.in 
dealing with the problems has as a prere¬ 
quisite the complete backing by the US in 
^ Hrst place. 

The second factor which is responsible 
for the inability for the opposition to 
oiganise effectively is the visible and ap¬ 
preciable degree of khmh haali (well¬ 
being, happiness) in the country. The con¬ 
sumer society has expanded, money has 
poured in from the middle-east, aid has 
been made available whenever needed, 
crops have been plentiful and there has 
been some class mobility too, expuiding 
the middle class. The urban middle and 
petty bourgeois classes which have always 
plajKd a m^r role in popular movements 
in Pakistan have found no need to rock 
the boat as they have been able to fill their 
bellies and fill their pockets. Punjab and 
Karachi, which are usually in the lead in 
movements for change, have benefited 
most from the khusk haali and are thus 
sitting pretty. The power of the working 
class has been carefully eroded and laws 
which prohibit the forming of unions in 
various industries have been passed 
without 'much protest. The contractual 
system of labour has replaced the perma¬ 
nent wage labour system in many in¬ 
dustries and this has discouraged the for¬ 
ming of unions. Furthermore, the ‘Dubai 
illusion’ still enthralls most workers and 
their main ambition is to obtain a visa 
rather than to work for social change. In 
essence, the economy has favoured large 
sections of the urban populace and, along 
with the video and cricket culture, has 
eroded the desire for drastic social change. 

The third factor which has affected the 
opposition’s hopes of achieving power is 
the role of the Pakistan People’s Party. 
Even marxist groups and parties were 
quite convinced in the earlier quarter of 
1986 that on her return to Pakistan, 
Benazir would be received by substantial 
crowds and then would force the govern¬ 
ment to resign by pressure of public sup¬ 
port and would sooner or later take over 
the government. These groups believed 
that they should offer critical support to 
the People's Party at that stage and try to 
give the movement an anti-imperialist col¬ 
our. Of course, almost everyone was con¬ 
vinced that Benazir would follow Coiazon 
Aquino’s footsteps. However, now with 
the luxury of hindsight, we can see that 
things were not as simple as they seemed. 
For one thing, Benazir did not offer a pro¬ 
gramme and her attack was only against 
General Zia and not against the system, 
the bureaucracy, the army, the feud^ nor 
even against the United States. As her 
campaign continued, it became dear that 
(i) Benazir had been in dose touch with 
t^levd US offfcials and had been 
kifonned/told what to do,' and Oi) General 


Zig had also been informad/lokl about 
the entire {Hocess takhig place. This was 
a good move by the Americans to play one 
polhidan against another and cldm vic¬ 
tory in either case. Benazir could not have 
come to power without American help 
but, for the Americans, Zia was much 
more mature; safe and stable, and thus the 
safer bet of the two. But luul Benazir’s 
awam really been permitted to join and 
lead the struggle and topple Zia, the 
Americans would have thrown in their lot 
with Benazir and would have tried to stop 
the movement at the optimal stage for the 
Americans. Nevertheless, all this did not 
happen and the ‘movement’ was aborted 
from the very first day when Benazir 
Bhutto played the game too cautiously (by 
not perniitting her militant cadre to burn 
US flags) and thus alienated herself from 
a vast section of the people who were 
looking for some genuine change. She 
miscalculated and compromised too soon. 
And this is the People’s Party today: an 
unorganised mass political party with no 
appealing programme, torn by internal 
strife, dominated by the chairperson, 
Benazir Bhutto, who has resigned herself 
to waiting for power to drop in her lap. 
Although the Peoples Fsrty would still 
sweep elections in most of I^kistan, it is 
not in an organisational or ideological 
position to launch an organised and ef¬ 
fective movement. 

Even the smaller leftist parties with 
some hold among the people of various 
nationalities have not been able to offer 
an alternative. Given their size and level 
of influence; they surely cannot go it alone 
at the Pakistan level (though they carry 
some influence amongst the smaller na¬ 
tionalities) and thus must forge unity 
among themselves. But here too, the signs 
are far from optimistic. In the column on 
the Awami National Party (EPfV, July 25) 
we had discussed the fate of the largest 
leftist party in the country one year after 
its formation. Although it has some in¬ 
fluence amongst the Pakhtuns, the ANP 
cannot launch a ‘movement’ on its own. 
In Sind, the possibility of forging unity 
among the left has reached its lowest ebb 
and aiUegations and counter-allegations 
amongst the proponents of unity have 
caused tensions to flare up and differences 
to sharpen. Even the Communist Party of 
Pakistan (CCP) has been faced wi^ a 
mini-split and more than half of its Cen¬ 
tral Committee has left the party and 
formed a small group based primarily in 
Karachi and in some pockets in the in¬ 
terior of Sind. (Among those who have 
left the party are some of the most well 
known members of the Central Commit¬ 
tee Nevertheless, despite the defections of 
the leaders, as many as 70 per cent of the 
members have tkaytd with foe party. Mote 
on the CPP in a later column.) The Com¬ 
munist Party was always a cementing ele¬ 
ment within the left and has played a 


major rote in forming alliances and in 
uniting the left, but with foe pre^t sitita- 
tion within the CPP this role will not be 
as effective as it has been in the past. Thus 
the left will not be able to come forth for 
some time as the real alternative. 


Opposition’s Own Fault 

The Zia-Junejq clique has not really 
done anything concrete to break the op¬ 
position and the reasons why the apposi¬ 
tion is so impotent lie more in the quar¬ 
relling and pettiness within the opposition 
itself. The opposition parties have not 
been able to agree on the bare minimum 
programme of the MRD which simply 
demands party-based elections and reco¬ 
gnition of the 1973 constitution. The lef¬ 
tist parties have played an unimpressive 
role in the process and have been swayed 
by opportunism. These parlies should 
have played the leading rule in making the 
MRD alliance a success, but they too have 
succumbed to pettiness. 

So where are we now, and what is to he 
done? For one thing, the state of affairs 
over the last few months has had a pro¬ 
foundly depressing effect on the cadre of 
most of the parties, and on sympathetic 
people in general. The People’s Party was 
seen by many as their saviour, but it loo, 
for obvious reasons, failed, affecting 
adversely many who had very high expec¬ 
tations. The squabbling in the left has had 
similar results, as has the failure of the 
ANP to emerge as a true alternative. All 
this has made the political parties and the 
people apathetic. The gravity of this 
apathy can be seen from the lack of 
any reaction from the so-called anti¬ 
imperialists in Pakistan when the US 
Naval Fleet docked at Kaiachi in May. 
There was hardly any protest from any 
quarter. 

This should be a time for stock taking 
by the left, for them to evaluate their role 
in the last few years and plan for the next 
few. It is ironic that today in Pakistan the 
political process is much freer than it has 
ever been in the last ten years, all the pro¬ 
minent political leaders are free to criticise 
the government and the military, the press 
is relatively free and will even carry 
statements of known communists and yet 
the left parties and groups have time only 
to fight among themselves. This time 
should have been used to develop, to 
expand and to organise. The left should 
have made use of the available freedom 
to reach the masses. But it has con¬ 
sumed its energies in in-fighting. This 
is a major black period in the life of the 
left. Yet there is still time, but if the left 
parties do not bury the hatchet and forge 
unity, the leaders of the left will have to 
answer to the change of betraying their 
cadres and the present and future people 
of I^kistan. 
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Presentation of Class in Everyday Life 

Ramachandra Guha 

Weapons of the Weak: Everyday Forms of Peasant Resistance by James 
C Scott; New Haven. Yale University Press, 1986; pp xxii + 374. 


CONTRACTED to work an eight hour day 
for a fixed wage, a labourer in rural Bihar 
is reminded that he is to work uninterrup¬ 
tedly except for an half-hour lunch break. 
Yet agricultural work, especially on someone 
else's land and under a hot sun, can be 
onerous; and the worker takes advantage of 
the employer’s temporary absence. Repair¬ 
ing to the shade of a nearby mango tree, he 
prepares some tobacco and is contentedly 
chewing when the employer returns. The 
master delivers himself of a sermon on hard 
work and the terms of the contract, but is 
surprised to find the incident repeated the 
next day. This goes on for several days; until 
the employer gives in. The worker’s tobacco 
break—coincidental with the master’s tea 
break (for that was why he was absent)—is 
now accepted as part of the contract. 

This incident is probably typical of a wide 
variety of situations in the fields and 
factories of India, yet rival interpretations 
of its significance would sharply differ. In 
a version of that much abused but still 
influential genre of social thought, ‘moder¬ 
nisation’ theory, the labourer is not commit¬ 
ted to his work. The absence of ‘labour com¬ 
mitment’. both among field labourers and 
an industrial working class not fully divor¬ 
ced from its rural roots, it has been sug¬ 
gested, can markedly slow down economic 
growth. 

The alternate interpretation, preferred by 
leftist intellectuals, recognises the element 
of class conflict in the refusal to work 
without a break. Yet, as the frequent use of 
the qualifying adjectives ‘primitive’ and 
‘embryonic’ make clear, many Marxists are 
inclin^ to downplay the signiflcance of such 
forms of strug^e. For one, they are indi¬ 
vidual; for another, they are not violent or 
confrontationist; and finally, they do not 
challenge the existing distribution of power 
and economic resources. For some Marxists 
(or more accurately, Leninists), this elemen¬ 
tal class conflict—and the ‘trade union’ con¬ 
sciousness that is believed to inform it—is 
the clearest Justification for the intervention 
of a military and intellectual vanguard. 

The work under review addresses itself in 
part to this tradition of Marxism, and in part 
to the academic stereotype of the peasantry 
as alternating between quiescence and con¬ 
formity on the one hand and sudden out¬ 
bursts of violent, largely ‘spontaneous’ revolt 
on the other. Chiding most students of the 
peasantry (including himselO for their 
treoccupgtion with peasant rebellions, Scott 

:lieve< that this emphasis was misplaced. 

ir virtually all large scale revolts have 


ended in failure, brutally crushed by the 
state. And even where they have been 
successful in installing a new social order, 
the ideological orientation of the new regime 
has often been at odds with the needs of the 
peasantry. 

There are in addition sound intellectual 
(as distinct from political) reasons for under¬ 
taking the “unwritten history of resistance” 
(28).' Not only is open rebellion infrequent, 
it is by no means the characteristic form of 
peasant resistance The everyday form of 
peasant resistance is 
the prosaic but constant struggle between 
the peasantry and those who seek to extract 
labour, food, taxes, rents, and interest from 
them. Most of the forms this struggle takes 
stop well short of collective outright defiance. 
Here I have in mind the ordinary weapons 
of relatively powerless groups; foot dn^ng, 
dissimulation, false compliance, pilfering, 
feigned ignorance, slander, arson, sabotage, 
and so forth. These Brechtian forms of class 
struggle have certain features in common. 
They require little or no co-ordination or 
planning; they often represent a form of indi¬ 
vidual .self-help; and they typically avoid any 
direct symbolic confrontation with authority 
or with elite norms. To understand these 
commonplace forms of resistance is to 
undersuind what much of the peasantry does 
‘between revolts’ to defend its interests as best 
it can (29). 

An elucidation of the.se forms of protest, 
and their larger significance, is the task the 
author sets himself. While the core of the 
book is a “thick description” of class rela¬ 
tions in a single Malay village, its point of 
departure (and eventual resting place) are the 
theoretical and methodological issues invol¬ 
ved in the study of peasant society. 

‘Landscape’ of Resistance 

Scott did his fieldwork in the Malaysian 
village of ‘Sedaka’, located in a rice grow¬ 
ing area undergoing rapid change. A large 
state irrigation project has recently enabled 
the introduction of modern methods of 
cultivation. While we can pass quickly over 
the motivations behind the Green R^olu- 
tion, it is important to distinguish, as the 
author does, tetween two stages in the evolu¬ 
tion of commercial agriculture in Sedaka. 

In the first stage (roughly 1970-75) there 
was a broad-based sharing of the bmefits 
of irrigation. Double cropping, made pos¬ 
sible only by the new scheme, increased 
marketable surplus, rents, and wages, thus 
helping landlords, tenants, and labourers 
alike . WMle the tendencies toward increased 


inequality (through land concentration, shift 
to cash rents, etc) had set in, major changes 
awaited the mechanisation of agriculture 
Here too the introduction of tractors had a 
mixed impact. Although it eliminated the 
need for labour in land preparation, by 
facilitating double cropping it called for a 
greater input in transplanting, reaping, and 
threshing. A dramatic shift occurred, how¬ 
ever, with the advent of the combine har¬ 
vester. While all paddy was cut by hand as 
late as 1975, by 1980 combines were harvest¬ 
ing 80 per cent of the crop. Traditionally a 
highly labour intensive activity, rice cultiva¬ 
tion was now, with the exception of trans¬ 
planting, wholly mechanised. 

By sharply reducing the labour input in 
cultivation, the cumulative effect of these 
changes was to fragment the bonds of 
economic interdependence between landlord 
and labourer. When labour was the key in¬ 
put, rich farmers were prone to “‘cultivate’ 
not only the land but also the poorer 
villagers whom they needed to make the land 
profitable’’(76). Their bargaining power 
radically improved by the combine, farmers 
could now do away with perquisites such as 
free meals, advance payments, and small 
gifts that they had earlier used to “cultivate” 
the labourer. Here, as elsewhere, the growth 
of capitalism in agriculture was accom¬ 
panied by a dcpersonalisation of social rela¬ 
tionships. The consequences of this de¬ 
personalisation are Scott’s main concern. 

Language of Protest 

The treatment of the Green Revolution 
provides the backdrop to the analysis of 
resistance in later chapters. Yet readers of 
this journal, quite familiar with studies of 
similar economic processes elsewhere, will 
find it somewhat t^ious. Having ploughed 
through the data on incomes, rents, and 
landholdings, however, the reader is rewar¬ 
ded with an insightful and remarkably in¬ 
novative analysis of protest. The emphasis 
here is not on actions, or even on the notions 
of morality and justice that inform those 
actions, but specifically on language—viz, 
the alternate constructions that contending 
social classes place on the same social event, 
and the ways in which they convey these 
meanings to each other. From Scott’s 
analysis, we' can distinguish two ways in 
which language acts as a vehicle of class 
struggle. 

Firstly, he presents a bitter and ironic 
social commentary. The first stage of double 
cropping (when the demand for labour 
increased) is the vantage point from which 
the poor criticise the present arrangements. 
The combine, they say. literally “eats work’’. 
They comment bitterly on the redistribution 
of income away from the village—as the 
combines are owned by Chinese business¬ 
men, money earlier paid to them now goes 
to wealthy outsiders. Occasionally, this 
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tttltiide finds « collective expression. When 
a combine got stuck in the monsoon, for 
exaniple, a crowd of villagers gather^ to 
mock attempts to extricate it, “openly 
rooting against the combine and in favour 
of the gradually encroaching Kedah 
mud’*(l63). 

The second, and more frequent use of 
language is addressed directly to the rich. 
More particularly, it chastises the rich for 
not observing the norms of an earlier moral 
economy. One important element of that 
moral order was the system of Islamic 
charity followed by prosperous farmers. This 
included donations to religious organisa¬ 
tions, to the poor, and periodic feasts. While 
its symbolic purpose was ostensibly to 
“cleanse” property, charity also had an 
important redistributive function. In con¬ 
sonance with the overall depersonalisation 
of social life, such forms of charity are now 
on the decline in Sedaka. In part a system 
of social control, employers have little use 
for it with the growing irrelevance of labour 
to the production process. 

The response of the poor is double edged. 
One form of expression uses a religious 
idiom and is consciously non-combative. 
Here, the rich are enjoined to observe the 
earlier moral oider and the tenets of a shared 
religion, under which they have a positive 
obligation to help the needy. Side by side, 
there is a mote direct condemnation of the 
attitudes of the rich. They are accused of 
being miserly, and worse, of haughtines.s, by 
denying the ties of mutuality and citizenship 
that bind all villagers. As one of the few 
remaining weapons of the weak, character 
assassination serves an important symbolic 
function. For 

by rewarding, if only symbolically, those 
whose conduct is more nearly in accord with 
their values and by slandering those whose 
conduct most blatantly transgresses their 
values, the village poor undercut the moral 
authority of their enemies by allocating 
virtually the only resources over which they 
have some control: reputation and social 
prestige (23S-36). 

Of course, slander is hardly the exclusive 
prerogative of the poor. Matching the 
stereotype of the “greedy, penny-pinching 
rich” is one of the “grasping dishonest 
poor”(23). In response to the charge that 
they have breached an older moral economy, 
the rich invoke their own version of “labour 
commitment" theory. The poor, they say, are 
lazy and unreliable, implying that machines 
sue more reliable. 

As Scott's sensitive analysis brings to light, 
what we have in Sedaka are two alternate 
interpretations of the same social process. 
In this ongoing struggle, the rich want to 
treat favours (such as work contracts and 
alms) as discretionary bentfits to be awarded 
only to those who are “hardworking” and 
‘‘honest’—in a word, deferential. The poor, 
for their part, want to convert these benefits 
into rigfits, available irrespective of how they 
be^im These competing claims may ^ipear 
as an anomaly to a scholar interest^ in the 
pursuit of an objective truth. Their purpose; 


however, is clear—they are each designed to 
promote the interests of a particular class. 

From Language to Action 

Among the reasons Scott advances for the 
absence of violent protest in Sedaka one may 
single out two: the gradual and piecemeal 
nature of the technological and social 
changes wrought by the Green Revolution, 
and the separation of the poor from the pro- 
ductiori process. At the same time, there are 
a number of specific actions taken by the 
poor that are targeted at the rich. For 
example, pilfering—of fruit, eggs, fowl, and 
sacks of threshed paddy—is quite common, 
and aimed exclusively at the propertied. 
Indeed, the “class character of theft is built 
into the very property relations prevailing in 
Sedaka"(267). Among themselves the poor 
refer to paddy thefts as charity “that one 
takes on his own”(269). 

Notwithstanding the largely individual 
nature of these acts, they are informed by 
a sense of popular justice and depend 
heavily on a bond of secrecy among the 
poor. Moving from the individual to the col¬ 
lective, Scott reports cases—reminiscent of 
the famous agricultural labourers rising in 
England in 1830^—of sabotage aimed at 
combine harvesters. The more routine form 
of collective resistance is less spectacular and 
has to do with the annual pre-season 
negotiations that fix the wage rate for dif¬ 
ferent agricultural tasks. At this time, the 
leader of a labour group will quote, in 
response to the farmer’s offer, a higher rate 
that is being paid on some other farm. This 
is a veiled threat that unless that rate is 
matched they would look for work else¬ 
where. Occasionally, and in response to low 
wages, there are unannounced strikes where 
a labour gang simply does not turn up for 
work. At the same tune; such acts of coercive 
bargaining, while they require the mutual co¬ 
operation of all labourers, must also be 
balanced against the fear that the farmer will 
recruit hands from other villages. 

Is THE DOMINANT iDEOUXiV 

•Hegemonic’? 

In an earlier work, Scott had highlighted 
the importance of popular notions of legiti¬ 
mate authority in understanding the in¬ 
cidence of peasant protest. Agrarian rebel¬ 
lions. he had suggested, are more likely to 
occur where the legitimacy of the ruling elite 
had been undermined by its failure to meet 
traditional obligations.^ In a major revision 
of that thesis, Scott now distinguishes bet¬ 
ween two forms of legitimacy: one publicly 
granted, the other privately held by the 
subordinate classes. 

The privately held opinions of the poor 
the author terms the “hidden transcript”— 
hidden, that is, from the ruling classes. Scott 
attempts, as any student of the lower classes 
must*, to retrieve this transcript, and-uses 
the material he uncovers to mount a sus¬ 
tained and convincing critique of the con¬ 
cept of “hegemony”. While Cramsci’s 


original formulation of the conqept was, at 
least in part, intended to bring back the 
study of ideology among Marxists, later 
writers have used it primarily to explain away 
the “falsification” of one of Marxism’s core 
beliefs. If the workers are not revolutionary, 
they argue, it is because the dominant 
ideology of the ruling class exercises a 
hegemonic influence: by obscuring the true 
nature of exploitation, it fosters an accom¬ 
modation with the status quo. 

In Scott’s interpretation, the absence of 
revolt stems not from the existence of a 
ideological hegemony (or its obverse, the 
“false consciousness” of the lower classes), 
but from what Marx called the “dull com¬ 
pulsion of economic relations’—i e, the dif¬ 
ficulties the poor experience, in their daily 
lives, of making ends meet. As is evident 
from the divergent interpretations of the 
Green Revolution, the poor of Sedaka by no 
means subscribe to the dominant ideology, 
in this instance the rich farmer’s versions of 
events. Given their precarious situation 
within the village, and the lack of economic 
opportunities elsewhere, they simply do not 
think it prudent to challenge the dominant 
ideology in public. 

Furthermore, by not openly challenging 
the dominant ideology, the poor are able to 
use its contradictions to malu some concrete 
economic gains. “The most common form 
of class struggle”, Scott boldly asserts, 
“arises frojn the failure of a dominant 
ideology to live up to the implicit promises 
it necessarily makes”(338). In Sedaka, 
economic activities may be conducted in¬ 
creasingly on capitalist lines, but the forms 
of domination rest on traditional notions of 
authority. The wealthy farmers are thus 
caught in a classic ideological bind, one of 
their own making. The lower classes in 
Sedaka are 

continually using the values and rationale of 
that earlier social order to press their claims 
and disparage the claims of their opponents. 
They make abundant use of the values of 
help or assistance that rich villagers have 
typically used to describe their own beha¬ 
viour. They stigmatise the rich as stingy and 
hardhearted, thereby turning the values of 
generosity and liberality against those who 
justified their property and privilege in just 
those term.s(336). 

Here the received wisdom on peasant con¬ 
sciousness and revolt is being turned on its 
head. According to that wisdom, the peasan¬ 
try alternates between passivity and violent, 
almost savage outbursts of protest. The pro¬ 
clivity to protest is ahead of the rebel’s con¬ 
sciousness, which is believed to be poorly 
developed. For Scott, the situation is very 
nearly the reverse. While an examination of 
the hidden transcript reveals a clear eyed and 
‘developed* class consciousness, the rebel’s 
actions are limited by existing structures of 
repression and control. 

Conclusion 

As a celebration of the ‘little man’, 
“)^pons of the Weak” is a moving account 
of the poor’s refusal to accept the terms of 
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their subordination, ft effectively disposes 
of the belief (common to both radical and 
conservative sociology) that theoretical 
sophistication and intelligible prose are 
somehow at odds with each other. Scott 
wears his learning lightly (some of the best 
material is in the footnotes), and this review 
has barely touched on one of the work’s core 
concerns—the structures of social control in 
Sedaka. 

The methodological contribution of the 
book lies in iu successful intertwining of two 
parallel academic discourses. Early on, Scott 
afflrms his ‘red’ badge of courage, by 
quoting what is arguably the best one line 
approximation in all of social science— 
Marx’s “social being determines social con¬ 
sciousness’’. Yet, as I have nnphasised, 
perhaps the distinctive mark of the book is 
the careful attention it pays to the symbolic 
and ideological aspects of social interaction. 
If structural Marxists believe that conscious¬ 
ness can be read off production and employ¬ 
ment statistics, advocates of an ‘interpretiv^ 
anthropology have exhibited a .Aeglect— 
parallel in iu symmetry, but equally porten¬ 
tous in its consequences—of the economic 
and political basis of human society.’ By 
contrast, Scott skilfully deals in one narra¬ 
tive with both structure and agency. In this 
respect, his work finds a strong resonance 
in the recent debates around “Subaltern 
Studies’’.* 

Most importantly, “Weapons of the 
Weak” opots up—and by its empirical 
ridmess and theoretical sensitivity, places on 
a firm basis— a whole new area of enquiry. 
’‘Moral Economy of the Peasant” raised 
some provocative questions about the 
rationality of peasant actions and the genesis 
of revolt: based largely on secondary 
sources, it functioned primarily to set an 
agenda for research and debate. Scott’s new 
work is more in the natiile of a definitive 
sutemeiu. Subsequent research on ^everyday' 
resistance, even where it takes issue with 
some of Scott’s theoretical formulations, 
must grapple with the extraordinarily rich 
material on class relations in rural Malaysia. 

The large temporal, theoretical, and em¬ 
pirical space bdween Scott’s two books on 
peasant resistance provokes the one major 
criticism I have to make Clearly, the 
emphasis on violent protest obscured more 
routine forms of resistance—but was it 
totally misconceived? The work on agrarian 
revolt itself arose in response to a tradition 
of historiography that almost wilfully 
ignored the existence of social conflict. As 
such, it was a necessary and long overdue 
corrective to the widely held view that the 
two fundamental projects of modernity— 
the industrial revolution and European 
colonialism-were largely harmonious and 
brought substantial benefits even to the 
subaltern classes. 

The purpose of the voluminous literature 
of the past few decades on social protest, 
then, was to establish that bitter conflict 
between the peasantry and the state was an 
endemic feature both of the transition to 


indiSteial oqdtalinn in Europe and of the 
coloi^ experience. While, seemingly not 
acknowledging its importance; Scott also 
faOs to adequately distinguish between overt 
and covert forms of resistance. His own 
matoial lends itself admirably to such a 
comparison. Why, for example; is theft and 
not the open and collective seizure of 
food—described by George Rude and others 
for Europe’—the characteristic form of 
popular justice? And why is sabotage in 
Sedaka discrete, minimising the element of 
confrontation, and not (as in 18th century 
England) aimed directly at the landlord’s 
house and accompanied by threatening 
messages?' 

A systematic attempt at such a com¬ 
parison—of the social conditions which 
favour confrontational and non confronta¬ 
tional modes of protest respectively’— 
would have helped to clarify some of the 
author’s theoretical categories. There is, in 
particular, a unresolved tension in the book 
between ‘instrumentalist” and “expressive” 
interpretations of social protest. While an 
instrumentalist framework views social 
protest as focused on a well defined set of 
goals, in the rival interpretation protest is 
undertaken primarily for the gratification 
inherent in the act. Fbllowing the former line 
of enqi^, it can be argued that violent pro¬ 
test is tar more likely to occur when struc¬ 
tures of repression and control are at their 
weakest, and consequently that a challenge 
to them has a real chance of success. Alter¬ 
nately. one may favour a more culturally 
sensitive view where protest is seen essential¬ 
ly as a moral statement. In this perspective, 
social protest results from the erosion of 
legitimate authority as ruling elities make 
encroachments on peasant lifestyles not 
sanctioned by tradition. 

Scott is uncertain of which perspective he 
prefers-now pursuing one line of enquiry, 
now the other. An instrumentalist view, 
concerned primarily with consequences, may 
be more in keeping with the ‘hidden 
transcript—viz, the beliefs privately held by 
the poor, that in times of rapid change come 
out in the open, as they abandon earlier 
forms of resistance to make a concerted bid 
for power. By the same token, an ‘expressive’ 
view would recognize (despite Scott’s revi¬ 
sion of his ‘Moral Economy’ thesis) that 
Weberian notions of legitimacy are not 
entirely invalid (i e, the public deference of 
the poor is not wholly a facade), and it is 
therefore primarily a sense of moral outrage 
that underlies collective resistance. While 
social protest is often simultaneously instru- 
mentd and expressive, it is possible to 
specify conditions under which either 
motivation would predominate. Movements 
using a folk-religious idiom, for example, 
which arise in response to threats to cultural 
autonomy (suppression of traditional 
religions under colonialism) are likely to be 
expressive; movonents focused more sharply 
on economic demands (land grab move¬ 
ments), and organised tv outside leaders 
profi^ng a secular philosophy, more likely 


to be inamimeiital. 

What is missing from Scott’s study, then, 
is an analytical comparison of \nmydiQr’ 
(i e; non-confrontatitmist) and Umormal* 
(i e; conftontationist) forms of social pro¬ 
test, and within each, the rdative importance 
of instrumental and expressive motivations. 
If only for the sake of completeness, Scott 
must now turn to the clarification of these 
puzzling issues. He is eminently qualified for 
the task. 
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Estimates of Fixed Capital Stock and 
Consumption of Fixed Capital in India 

Jagdish Kumar 
R P Katyal 
S P Sharma 

Estimates of fixed capital stock by type of assets at a point of time provide a measure of the total capital stock 
of the country used for production purposes. These estimate coupled with the estimates of domestic product 
provide data on capital-output ratios which are vital for the planning process. The estimates of gross capital stock 
minus the consumption of fixed capital based on the Perpetual Inventory Method (PIM) and age of various types 
of assets give the estimates of net fixed capital stock. These estimates of net fixed capital stock at given point 
of time provide the correct picture of the replacement value of the capital stock. At present in the National Accounts 
Statistics (NASJ the consumption of fixed capital is based mostly on the depreciation provision in the accounts 
of enterprises or ratios based on some bench-mark surveys. It has been felt that these estimates are on the lower 
side and need to be based on the estimates of capital stock using PIM. 

This paper presents estimates ofnetfvxd capital stock and of consumption of fixed capital for the years 1980-81 
to 1982-83. It is shown that in case estimates of consumption affixed capital based on PIM are used in the official - 
estimates, then the net rates of capital formation and saving would need to be revised downward by about 3 per cent. 


CAPITAL is an important input in the pro¬ 
duction process. The quantity and quality 
of fixed capital influence not only the pro¬ 
ductivity of capital but also that of labour 
and total output. Further, the estimates of 
consumption of fixed capital in an economy 
on a realistic basis are necessary as these af¬ 
fect the estimates of net product, net capital 
formation and net savings. The estimates of 
fixed capital stock by type of assets at a 
point of time provide a measure of the total 
capital stock of the country used for pro¬ 
duction purposes. These estimates coupled 
with the estimates of domestic product pro¬ 
vide data on capital-output ratios, which are 
vital for planning process. Since the capital 
stock is evaluated at a given point of time, 
the estimates of fixed capital based thereon 
provide the correct picture of the replace¬ 
ment value of the capital stock. It is for this 
reason that the Unit^ Nations “Provisional 
Guidelines on the National and Sectoral 
Balance-sheet and Reconciliation Account 
of the System of National Accounts” (UN, 
1977) and the “Guidelines on llingibie 
Assets” (UN, 1979) recommend the estima¬ 
tion of consumption of fixed capital on the 
basis of fixed capital stock for each type of 
assets which is used for production process 
and their expected average life using the 
Perpetual Inventory Method (PIM). Most of 
the deivloped countries of the world like 
Australia, Japan, United States of America 
and Unit^ iUngdom are already preparing 
the estimates of Fixed capital stock and the 
consumption of fixed capital based thereon 
and using the same in their national ac¬ 
counts aggregates. 

The official estimates of capitid stock have 
not so’ far been released by the Central 
Statistical Organisation (CSO), the onicial 
agency responsible for release of National 
.Accounts StMistics of India. However, the 


work on the subject is in progress in the 
CSO. In the absence of the estimates of 
capita] stock, the estimates of consumption 
of fixed capital which are utilised in the 
National Aggregates are by and large based 
on the allowance for depreciation made by 
the enterprises in their annual profit and loss 
accounts and balance-sheets and on the basis 
of gross/net ratios available from bench 
mark surveys. These estimates are by and 
large based on the income-tax laws and till 
recently the provision allowed under the 
rules were not sufficient to enable the pro¬ 
ducers to replace their assets especially at the 
time of rising prices. The estimates of con¬ 
sumption of fixed capital being on the lower 
side have tended to over state the estimates 
of all the macro-economic aggregates com¬ 
piled on net basis, e g, net capital forma¬ 
tion, net saving, etc. It is hoped that the 
preparation of the estimates of consumption 
of Fixed capital by linking them with the 
estimates of capital stock would provide a 
realistic basis for calculation of the net 
aggregates. As a matter of fact, it would be 
observed from the estimates given in this 
paper that the consumption of Fixed capital 
as worked out in the present study is about 
SO per cent more than the one presently used 
in the National Accounts Statistics (NAS). 
This would naturally have an important 
bearing on the rates of net capital forma¬ 
tion and net saving of the economy. 

Concepts of Capital Stock 

The United Nations Guidelines define the 
national wealth as ‘total of various kinds of 
net tangible and intangible non-Hnancial 
assets of residents, plus financial claims on 
non-residents less financial liabilities to non¬ 
residents' (UN, 1977). Ikngible assets have 
been further classing into (i) reproducible 


tangible assets (i e, capital stock) compris¬ 
ing fixed assets and stocks (i e, inventories) 
and (ii) non-reproducible tangible assets 
comprising land, timber tracts and forests, 
sub-.soil assets and extraction sites, Fisheries 
and historical monuments. The reproducible 
Fixed tangible assets (i e. Fixed assets used 
for the production of goods and services) 
commonly known as Fixed capiud stock 
comprise assets in the form of residential 
buildings, non-residential buildings, dams, 
irrigation and flood control projects, other 
construction works, transport equipment, 
machinery and equipment, breeding stock, 
drought animals, dairy cattle and the like, 
and capital expenditure on land improve¬ 
ment, plantations, orchard developments 
and afforestation. These fixed assets include 
uncompleted construction assets also. The 
.stocks include the inventories of goods pro¬ 
ducing industries, trade; other industries and 
stocks of government services. These com¬ 
prise stocks of finished and semi-finished 
goods and young livestock except breeding 
stock, dairy cattle and the tike which form 
part of the fixed a.sset5. It may, however, be 
clarified that the durable goods in the huids 
of households which are not used for fur¬ 
ther production of goods and services 
as automobiles, refrigerators, washing. 
machines, furniture, sewing machines, etc, 
as well as fixed assets m^ly meant for 
defence purposes such as warships, fighter 
aircrafts, transport vehicles and war 
materials do not form part of the fixed 
capital stock as these are assumed to have 
been consumed as soon as they are pur¬ 
chased. However, the construction works 
undertaken by the households including 
buildings and capital expenditure on residen¬ 
tial dwellings for defence personnel, border 
roads, ordnance factories, etc, form part of 
the fixed capital stock. 
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The scope of the present paper is restricted 
to the estimation on the Fixed capital stock, 
i e. reproducible tangible fixed assets and 
consumption of fixed capital based thereon. 
The estimates have b^ attempted by 
industry of use as well as type of institution. 
The estimation of stocks of inventory to 
prepare the total estimates of capital stock 
is proposed to be taken up separately. The 
estimates of net fixed capiud stock (i e, gross 
fixed capital stock minus accumulated con¬ 
sumption of fixed capital) have been attemp¬ 
ted as on March 31, 1981, 1982 and 1983 
using PIM. 

Past Studies 

The estimates of net capital stock of the 
Indian economy have been prepared in the 
past by various scholars using the bench 
mark estimates of capital stock and carry¬ 
ing forward these estimates by official 
estimates of net capital formation prepared 


by the CSO. The first comprehensive 
estimates of capiud stock were prepared for 
the year 1949-50 (Miikherjee and Sastry, 
1959; Uma Dutta and Vinod Prakash, I960). 
Later, a series of estimates of capital stock 
at current and constant prices (Mukherjee, 
1964) were prepared for the period 1950-51 
to 1961-62. The detailed estimates of tangi¬ 
ble wealth for the year 1960-61 were brought 
out by the RBI (RBI, 1963). These were 
subsequently revised on the availability of 
fresh data (RBI, 1965). Recent attempts in 
the field ^ave been made by Uma Roy 
Chaudhury (1977) and Pratap Narain and 
R P Katyal (1980) wherein special efforts 
were made to present the estimates at the sec¬ 
toral level and to adjust some of the previous 
bench mark estimates to give a comparative 
picture of the growth of the capital stock in 
various industrial sectors of the economy 
over the years. In these studies the authors 
claimed that the estimates have been pre¬ 
pared by the PIM. However, since these 


Table 1; Net Fixed Capital Stock by Institutions as on'March 31, 1981, 1982 and 1983 

iRs cron) 


Institutions 


At Current Prices 


At 1980-81 Prices 

(1) 

1981 

(2) 

1982 

(3) 

1983 

(4) 

1982 

(5) 

1983 

(6) 

(1) Public tcrlor 

I.l Administrative 

128223 

1S236S 

184117 

136092 

14S58S 

departments 

39070 

46181 

55919 

41430 

43873 

1.2 Deptt enterprises 

47798 

56311 

67609 

49865 

52013 

1.3 NDCUs 

41355 

49873 

60589 

44777 

49697 

(2) Private sector 

167183 

20S740 

245836 

177287 

187620 

2.1 Private corporate 

2.1.1 Joint stock 

22212 

25424 

29920 

22994 

23217 

companies 

19564 

22265 

26216 

20235 

22370 

2.1.2 Co-operatives 

2648 

3139 

3704 

2759 

2847 

2.2 Households 

144971 

180316 

215916 

154293 

162403 

(3) Ibtal 

295406 

358105 

429953 

313379 

333205 


Table 2: Net Fixed Capital Stock as on March 31, 1981, 1982 and 1983 by Industry of Use 

(Rs crore) 


Industry 

At Current Prices 

At 1980-81 Prices 

(1) 

1981 

(2) 

1982 

(3) 

1983 

(4) 

1982 

(5) 

1983 

(6) 

(1) Agriculture 

62775 

73932 

86751 

67409 

72244 

(2) Forestry and logging 

898 

1032 

1272 

%1 

1027 

(3) Fishery 

713 

931 

1128 

769 

830 

(4) Mining and quarrying 

5776 

7388 

10105 

6657 

8341 

(5) Manufacturing 

46950 

56184 

64894 

49937 

52843 

5.1 Registered 

33742 

39930 

44998 

35749 

37612 

5.2 Unregistered 

13208 

16254 

19896 

14188 

15231 

(6) Construction 

2073 

2464 

2813 

2190 

2299 

(7) Electricity, gas and water 

supply 

24431 

29218 

35195 

26417 

28905 

(8) lYansport, storage and 

communication 

27293 

33366 

40135 

28386 

29642 

8.1 Railways 

14836 

18306 

22511 

t5067( 

15288 

8.2 Ihinsport by other 

means and storage 

9385 

11590 

13420 

10200 

10980 

8.3 Communication 

2872 

3470 

4204 

3119 

3374 

(9) Ttade, hotels and restaurants 

7666 

9369 

11460 

8190 

8733 

(10) Banking and insurance 

1214 

1508 

1860 

1314 

1436 

(11) Real estate, ownership of 
dwellings and business 

services 

77938 

9837< 

120882 

81389 

84972 

(12) Public administration 

31451 

36839 

44400 

33247 

35127 

(13) Other services 

6228 

7481 

9058 

6513 

6806 

(14) Total 

295406 

358105 

429953 

313379 

333205 


estimates were compiled by taking the bench 
mark estimates of capital stock and ad¬ 
justing the same with the official estimates 
of capital formation net of consumption of 
fixed capital, the same cannot be considered 
as based on PIM as the consumption of 
fixed capital in official series is based, 
primarily on allowance for depreciation as 
per income-tax rules. The limitations of of¬ 
ficial estimates of consumption of fixed 
capital are given in the 'National Accounts 
Statistics: Source and Methods’, April 1980 
and haw been elaborated by R P Katyal and 
B K Gupta (1984) while illustrating the use 
of PIM'for estimation of fixed capital stock 
and consumption of fixed capita. In a re¬ 
cent study, D N Chaturvedi and Amaresh 
Bagchi (1985) presented industry-wise 
estimates of fixed capital stock and con¬ 
sumption of fixed capital using PIM. A 
number of ocher studies have also been con¬ 
ducted in India and abroad. 

Perpetual Inventory Method 

The common method of making the 
estimates of writien-down replacement cost 
for fixed capital stock is the perpetual in¬ 
ventory method. Figures of the written-down 
replacement value of the stock of fixed assets 
on a given date, .say the beginning of a year, 
are based first of all on figures of gross fixed 
capital formation, classified as much as 
possible according to type of fixed a.ssets and 
year of acquisition, accumulated over a 
period to cover the acquisition of all fixed 
assets. The period should be long enough 
so that fix^ assets acquired before that 
period would have been retired, that is, their 
average useful life will have run out. Con¬ 
ceptually, the cost of acquisition of each 
class (same type and same year of acquisi¬ 
tion) of fixed assets is adjusted to current 
gross replacement cost by an index of the 
average change in prices from the year of 
acquisition to the date in question; an 
allowance, valued at current replacement 
cost, for accumulated depreciation between 
the two dates is deducted in order to arrive 
at its written-down current replacement cost. 
In practice, the perpetual inventory may be 
built year-by-year in the constant prices of 
a given year. Net capital formation (gross 
capital formation less the allowance for 
depreciation) during a year, adjusted to con¬ 
stant prices, for a class of fixed assets is 
added to the written-down value, in cons¬ 
tant prices, of its accumulated net capital 
formation as of the beginning of the given 
year, and the resulting constant price value 
of the net capital stock as of the beginning 
of the next year is converted to current 
replacement cost as of the latter date. The 
straightline method of estimating the con¬ 
sumption of fixed capital is the best method 
when financial behaviour'is being studied, 
since it corresponds to common business 
practice. Once the perpetual inventory is 
built, it is maintained year-by-year by the 
same means as are outlined above. Alter¬ 
natively, the perpetual inventory method 
may be used in year-by-year extension of 
data gathered in national censuses or from 
fire insurance record on the written-down 
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valne of the stock of fixed assets as of a 
given date, classified as much as possible 
according to type and age The perpetual in¬ 
ventory method can, of course, also be used 
to estimate the gross replacement value of 
fixed assets. Accumulate depreciation then 
is not deducted in arriving at the initial 
estimate of the gross replacement cost of the 
capital stock, and the value of constant 
prices of gross rather chan net fixed capital 
formation is added year-by-year. 

The UN document on balance sheet (UN, 
1977) acknowledges that gathering and com¬ 
pilation of appropriate prices index numbers 
on capital goods for purposes of the per¬ 
petual inventory method raises difficult con¬ 
ceptual and practical problems. Since each 
construction project and each piece of highly 
fabricated heavy machinery and equipment 
is produced on contract and usually consists 
of unique features, the compilation of com¬ 


parable series of price inoexes must be based 
on pricing representative model or proxies. 
Price series on the models may be based on 
direct estimates of producers, on the com¬ 
bination of comparable prices of com¬ 
ponents or on regressions of the transaction 
values (costs) of completed projects on their 
strategic characteristics. Even in the pricing 
of less complex capital goods, as proxies or 
in their own right, seriou.s problems of and 
inadequacies in accounting for quality 
changes are encountered. The replacement 
cost arrived at from these price series can 
be taken as only approximations to market 
values. In addition to the complications and 
deHcicncies mentioned above, many of the 
price series gathered on capital goods give 
too little attenjion to the valuations of pur¬ 
chasers and, therefore, do not reflect the 
forces of demand which, together with those 
of supply, determine the market prices. 


Table 3: Net Fixed Capital Stock in Public Sectors as on March 31, 1981, 1982 and 1983 

BY Industry of Use 


(Rs cron) 


Industry At Current Prices At 1980-81 Prices 


(1) 

1981 

(2) 

1982 

(3) 

1983 

(4) 

1982 

(5) 

1983 

(6) 

(1) Agriculture 

22792 

26233 

31193 

24170 

25517 

(2) Forestry and logging 

849 

995 

1204 

909 

971 

(3) Fishery 


__ 

— 

— 


(4) Mining and quarrying 

4984 

6480 

8912 

5847 

7367 

(S) Manufacturing 

15156 

17919 

21221 

15992 

17303 

5.1 Registered 

15156 

17919 

21221 

15992 

17303 

5.2 Unregistered 

— 

« 

— 

— 

— 

(6) Construction 

461 

595 

684 

540 

577 

(7) Electricity, gas and water 

supply 

23636 

28195 

33843 

25587 

27813 

(8) Transport, storage and 

communication 

22111 

26752 

32356 

22600 

23288 

8.1 Railways 

14836 

18306 

22511 

15067 

15288 

8.2 Transport by other 

means and storage 

4403 

4976 

5641 

4414 

4626 

8.3 Communication 

2872 

3470 

4204 

3119 

3374 

(9) Ihide, hotels and restaurants 

653 

7% 

970 

690 

736 

(10) Banking and insurance 

799 

1000 

1244 

868 

957 

(11) Real estate, ownership of 
dwellings and business 

services 

2528 

3172 

3934 

2657 

2765 

(12) Public administration 

31451 

36839 

44400 

33247 

35127 

(13) Other services 

2803 

3389 

4156 

2985 

3164 

(14) Total 

128223 

152365 

,184117 

136092 

145585 


The steps involved in PIM are as follows: 

(i) Assumptions are made about the 
average length of life of each class of 
assets separately distinguished; 

(ii) Gross fixed capital formation is then 
estimated for each class of assets for 
•L’ years prior to ‘Y’, where ‘L' is the 
average life of an asset and ‘Y’ is the 
year for which capital consumption 
and gross stock are to be estimated; 

(iii) Appropriate price indices are to be 
identified and applied to the estimates 
of gross fixed capital formation to 
convert them to constant prices; 

(iv) The estimates of gross fixed capital 
formation at constant prices are then 
aggregated for *L’ years to obtain the 
estimates of gross fixed capital stock 
at constant prices at the end of the 
year; 

(v) The gross fixed capital stock of an 
asset is then divided by ‘L’ to obtain 
the estimate of capital consumption at 
constant prices; 

(vi) The price indices are used to convert 
the e.stimates of capital consumption 
to current prices or to another price 
base; 

(vii) The estimates of net fixed captial stock 
(i e, gross fixed_ capital stock for the 
year ‘Y’ minus accrued capital con¬ 
sumption during ‘L’ years) for the year 
‘Y’ are first calculated at constant 
prices and then converted to curient 
prices'using appropriate price indicators; 

(viii) Having arrived at the capital stock at 
the end of the year ‘Y’, it is maintained 
year-by-year by the same means as 
outlined above. 

This necessarily means collection, com¬ 
pilation and categorisation of a huge mass 
of data on assets and prices for estimation 
of fixed capital formation and consumption 
of fixed capital for each class of assets at 
constant prices under certain assumptions 
about their average life. 

AS.SUMED Life of assets 

As mentioned earlier, PIM necessitates the 
availability of reliable estimates of average 
age of various types of fixed assets in dif¬ 
ferent industries. However, no life table of 
fixed assets is currently available in India. 


Table 4: Consumption of Fixed Capital during the Years 1980-81, 1981-82 and 1982-83 by Institutions 

(Rs cron) 


Institution At Current Prices At 1980-81 Prices 

As Per PIM As Per NAS, 1987 As Per PIM 


(1) 

1980-81 

(2) 

1981-82 

(3) 

1982-83 

(4) 

1980-81 

(5) 

1981-82 

(6) 

1982-83 

(7) 

1981-82 

(8) 

1982-83 

(9) 

(1) Public sector 

1.1 Administrative 

4819 

5843 

6965 

1978 

2590 

3354 

5245 

5717 

departments 

769 

929 

1142 

— 

— 

— 

834 

905 

1.2 Deptt enterprises 

1502 

1780 

2102 

365 

597 

733 

1574 

1656 

1.3 NDCUs 

2618 

3134 

3721 

1613 

1993 

2621 

2837 

3156 

(2) Private sector 

7331 

8M0 

9845 

6046 

7048 

7896 

7660 

8002 

2.1 Pritate corporate 

1721 

1867 

2004 

1418 

1659 

1969 

1726 

1800 

•9.1.1' Joint stock companies 

1588 

1711 

1830 

1332 

1552 

1845 

1584 

1651 

2.1.2 Co-operatives 

133 

156 

174 

86 

107 

124 

142 

149 

2.2 Households 

5610 

6773 

7841 

4628 

5389 

5927 

5934 

6202 

(3) Ibtal 

12220 

14483 

16810 

8024 

9638 

11240 

12905 

13719 
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A pap« presented at a UNIDO seminar at 
Plague* gives information with regard to age 
of assets in different industries for develop¬ 
ing countries. R P Katyal and B K Gupta 
(1984) presented a table giving average life 
for 32 types of assets. D N Chaturvedi and 
A Bagchi (1984) assumed average life of con¬ 
struction and machinery assets in each 
industry of the economy. Detailed discus¬ 
sions were held with the concerned agencies, 
e g, Directorate General of Technical 
Development (DGTD), Ministry of Industry, 
Railway Board, Bureau of Industrial Costs 
and Prices, National Productivity Council, 
Delhi Electric Supply Undertaking, depart¬ 
ments of Posts and Ible-Communications, 
Central Road Research Institute, Central 
Water Commission, Ministry of Shipping 
and Transport and Indian Roads Congress 
and the requisite data on average age of 
assets were collected. Data on average life 
of machine tools in the reports of Censuses 
of Machine Tools (1968 and 1986) con¬ 
ducted by Central Machine Tools Institute, 
Bangalore, were also examined. The infor¬ 
mation on average life in certain industries 
is also available from ‘‘structure, service life, 
replacement demand, investment pattern 
and import component of capital goods 
used in certain industries of Maharashtra, 
1939” (R K Koti and V V N Somayajulu, 
1971). On the basis of the above material and 
discussion held with concerned experts the 
average life for each type of assets has been 
attempted and is given in Statement 1. 

As mentioned already, the estimates of net 
capital stock as on 31.3.1981, 31.3.1982 and 
3I.3.I983 and the consumption of fixed 
capital during the years 1980-81, 1981-82 and 
1982-83 have been attempted by type of 
institution and by industry of use separately 
for each type of assets. For estimation of 
consumption of Fixed capital, the straightline 
method as recommended in the UN guide¬ 
lines (UN, 1977) has been utilised. The PfM 
gs outlined in UN guidelines does not pro¬ 
vide for adjustment of capital losses in the 
estimates of capital formation. It recom¬ 
mends that the capital losses may be 
adjusted in the Reconciliation Account. 
However, in principle there does not seem 
to be any justification not to adjust the 
capital losses (hat have taken place during 
a year in the estimates of capital stock. At 
the same time, it is difficult to make these 
adjustments in the Indian conditions as the 
necessary data on capital losses are rather 
scanty (Jagdish Kumar, et al, 1986). It is for 
this reason that no adjustment for capital 
losses has been possible in this study. 

As in the National Accounts Statistics, the 
economy is divided into three broad institu¬ 
tional sectors, i e, public sector, private cor¬ 
porate sector and household (residual) 
as also into various industry groups, 
i e, agriculture, forestry-and logging. Fishing, 
mining and quarrying, manufacturing, con¬ 
struction, electricity, gas and water supply, 
transport, storage and communication, 
trade, hotels and restaurants, banking and 
insurance, real estate and ownership of 
dwellings and business services, public 
administration and defence and other ser¬ 
vices. The procedure of estimation for each 


of the {ttttitutional sectors/sub-iectors and 
for indiiltries within these institutional sec¬ 
tors is described in the following paragraphs. 


PUBLIC Sector 

Public sector comprises administrative 
departments, departmental enterprises (DEs) 
and non-departmehtal commercial under¬ 
takings (NDCUs). For each of the sub¬ 
sectors, industry-wise estimates of net fixed 
capital stocks (NFCS) and consumption of 
fixed capital (CFC) have been attempted 
separately. 

Data on capital outlays in administrative 
departments upto the year ending 1949-30 
at book value have been collected from the 
report of Combined Finance and Revenue 
Account (CFRA). The book value of these 
assets upto the year ending 1949-30 has been 
converted to replacement cost using the 
revaluation ratio worked out from the data 
on book value and replacement cost in 
respect of railways and irrigation assets 
discussed under departmental enterprises 
(paras 18 to 21). Data on gross Fixed capital 
formation (GFCF) by type of assets and 
industry of use have been compiled from 
budget documents and ‘IVansactions of 
Public Sector (CSO, 1983)’. These estimates 
are available with break-up into building, 
roads and bridges, other construction works, 
transport equipment, machinery and equip¬ 
ment and net purchase of second hand 
physical assets (NPSA). The GFCF in NPSA 
has been distributed into above categories 
except roads and bridges and other construc¬ 
tion works on prorata basis. The capital 
outlays upto the year 1949-30 at replacement 
cost and the estimates of GFCF at industry 
level at current prices have been converted 
into constant (1980-81) prices for all in¬ 
dustries and for all types of assets by ap¬ 
plying the relevant price indices given below; 


Types of Assets 


Index Used 


(i) Buildings' 


(ii) Other const¬ 
ruction 


(iii) Roads and 
bridges 

(iv) Transport 
equipment 


(v) Machinery 
and equipment 


Index number of cost of 
construction of urban 
buildings 

Index number of cost of 
construnction of other 
construction works (ac¬ 
counted) 

Index number of cost 
of construction of roads 
and bridges 

Economic Adviser's 
(BA’s) wholesale price in¬ 
dex of transport equip¬ 
ment 

EA's wholesale price in¬ 
dex of machinery and 
machine tools. 


The estimates of NFCS and CFC for the 
years 1980-81 onwards have been attempted 
separately for the assets created before and 
after 1949-30. These have then been ag¬ 
gregated to arrive at the total NFCS and 
CFC for the years 1980-81 onwards. 

The assets prior to 1949-50 accumulated 
over the past years are assumed, to have 
outlived half o(4heir life. As such for ap¬ 


plying PIM half of the assumed life has been 
taken for such assets and annual consump¬ 
tion of fixed capital has been k^ constant 
till these asseu have retired, i e, without 
decreasing GFCS until it depreciates in fulL 
Further, in this case only construction assets 
have been taken into account as the assets 
in respect of plant and machinery created 
prior to 1949-50 would have retired by 
1980-81. 

For the assets created from 1930-51 
onwards the estimates of GFCF at constant 
prices have been accumulated to estimate 
GFCS at the end of each year. The NFCS 
and CFC have been estimated by PIM Mk- 
ing average ages as given in Statement 1. 

For railways and irrigation projects data 
on capital outlays were compiled from the 
year 1833 and 1876 onwards from the 
History of Railways and Report of CFRA 
respectively. Fbr other industries book value 
of assets for the year ending 1949-50 have 
been compiled from the report of Combined 
Finance and Revenue Account for want of 
details for earlier years. An examination of 
the balance-sheet of railways followed by 
discussion with the railway authorities 
revealed that the total capital outlays upto 
the end of a particular year were net of 
capital expenditure on renewal and replace¬ 
ment for like by tike items as these are not 
treated as new capital outlays by the railways. 
However, these outlays include capital 
outlays of land and stocks (inventories) as 
well. Besides the series of estimates of capital 
outlays for railways and also for irrigation 
are not comparable over all the ycari; as in 
1937 Burma was separated from India and 
in 1947. due tp creation of Pakistan assets 
were transferred to these countries. These 
assets have been suitably readjusted for the 
previous year by applying a proportion of 
the assets which remained in India to the 
total assets as obtaining before 1937-38 and 
1947-48 respectively. From this derived series 
of total capital outlay at historical prices, 
which is net of expenditure on renewal and 
replacements, the series of net capital for¬ 
mation at book value has been obtained on 
the assumption that expenditure on renewal 
and replacement compensates for the 
allowance for depreciation. The same has 
been converted into 1949-50 prices with help 
of general index of wholesale prices for all 
commodities available since 1861 from 
Directorate General of Commercial Intel¬ 
ligence and Statistics (DGCI and S) and Of¬ 
fice of the Economic Advisor with different 
base years by suitably linking the series. It 
may to pointed out that the commodity-wise 
indices for machinery and inputs of items 
of construction, i e, steel, cement, etc, prior 
to 1949-50 are not available Moreover, since 
most of the assets prior to 1930 would retire 
by 1981, the use of general index does not 
vitiate the estimates of fixed capital stock 
and consumption of Fixed capital after 1981. 
Incidentally, it may be added that efforts 
were, also made to obtain representative 
indices from CSDi UK, but these were also 
not fruitful. The estimates of netcapital for¬ 
mation at 1949-50 prices so arrived at have 
been accumulated over the years to obtain 
the toipl net capiul stock at the end of the 
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year 1949-50 at current prices. The net 
capitajl stock at the end of t949-S0 so arrived 
is inclusive of land value and inventories as 
mentioned above. In order to derive the net 
fixed capital stock (NFCS), the value of land 
and inventories has been excluded with the 
help of detailed break-up available in railway 
budget explanatory memorandum since li^te 
SOs. This estimate of total NFCS is broken 
into buildings, roads and bridges, track, roll¬ 
ing stock and plant and machinery in the 
ratio of the break-up of the total fixed 
capital of railways in the late SOs to arrive 


at the total fixed capital at the end of 
1949-50 for each type of railway assets, it 
has been assumed that the assets existing at 
the end of the year 1949-50 have completed 
half of their average life. 

The estimates of capital outlays prior to 
1949-50 are available for all departmental 
enterprises and separately only for railways 
and irrigation (which accounted for majority 
of the total fixed assets in departmental 
enterprises in 1950). For the departmental 
enterprises other than railways and irriga¬ 
tion, industry-wise capiui outlays are not 


available and as such the procedure followed 
above cannot be used to revalue the assets 
of these departmental enterprises, the book 
value of assets prior to 1949-50 for these 
industries has been converted to replacement 
cost usiitg the comibined replacement ratio 
obtained for railways and irrigation. 

These assets at the end of 19451-50 (at cur¬ 
rent prices) have been converted to 1980-81 
prices with the help of relevant price indices. 
The data on GFCF have been compiled from 
the budget documents and ‘Ihuisactions of 
Public Sector’ (CSO, 1983), The estimates 


Table 5: CoNSUMt’TiON of Fixed Capital, during the Years 1980-81 to 1982-83 by Industry of Use 

(Rs emrt) 


Industry 



At Current Prices 



At 1980-81 Prices 



As Per PIM 



As Per NAS ’87 


As Per PIM 

(1) 

1980-81 

(2) 

1981-82 

(3) 

1982-83 

(4) 

1980-81 

(5) 

1981-82 

(6) 

1982-83 

(7) 

1981-82 

(8) 

1982-83 

(9) 

(1) Agriculture 

2408 

2757 

3145 

1589 

1867 

2125 

2499 

2604 

(2) Forestry and logging 

32 

38 

46 

II 

13 

14 

34 

38 

(3) Fishery 

147 

192 

232 

64 

67 

77 

158 

171 

(4) Mining and quarrying 

416 

520 

691 

299 

394 

579 

473 

591 

(5) Manufacturing 

2940 

3403 

3745 

1986 

2192 

2445 

3112 

3245 

S.l Registered 

2225 

2554 

2762 

1706 

1881 

2117 

2343 

2416 

5.2 Unregistered 

715 

849 

983 

280 

311 

328 

769 

829 

(6) Construction 

336 

389 

428 

287 

317 

386 

349 

362 

(7) Electricity, gas and water supply 

(8) TVansport, storage and 

1158 

1381 

1651 

345 

425 

476 

1258 

1382 

communication 

2008 

2418 

2797 

1084 

1445 

1707 

2112 

2267 

8.1 Railways 

8.2 TVansport by other means 

565 

698 

842 

206 

424 

527 

588 

615 

and storage 

1258 

1502 

1702 

808 

944 

1087 

1327 

1441 

8.3 Communication 

185 

218 

253 

70 

77 

93 

197 

211 

(9) TVade, hotels -end restaurants 

393 

464 

535 

670 

920 

886 

424 

460 

(10) Banking and insurance 

(11) Real estate, ownership of 

62 

.73 

83 

51 

70 

94 

66 

69 

dwellings and business services 

1567 

1951 

2366 

1541 

1914 

2316 

1614 

1662 

(12) Public administration 

493 

595 

737 

— 

— 

— 

534 

584 

(13) Other .services 

260 

302 

354 

97 

114 

135 

272 

284 

(14) Total 

12220 

14483 

16810 

8024 

9638 

11240 

12905 

13719 


Table 6; Consumption of Fixed Capital in Public Sector during the Years 1980-81 to 1982-83 by Industry of Use 

{Ks cron) 


Industry 



At Current Prices 



At 1980-81 Prices 



As Per PIM 



As Per NAS 

’87 

As Per PIM 

(1) 

1980-81 

(2) 

1981-82 

(3) 

1982-83 

(4) 

1980-81 

(5) 

1981-82 

(«) 

1982-83 

(7) 

1981-82 

(8) 

1982-83 

(9) 

(1) Agriculture 

334 

388 . 

460 

17 

20 

23 

357 

379 

(2) Forestry and logging 

30 

35 

43 

— 

— 

— 

32 

35 

(3) Fishery 

— 

— 

— 

__ 

— 

— 


— 

(4) Mining and quarrying 

351 

447 

604 

391 

574 

947 

406 

514 

(5) Manufacturing 

1030 

1205^ 

1389 

565 

626 

778 

1093 

1182 

S.l Registered 

1030 

1205 

1389 

565 

626 

778 

1093 

1182 

5.2 Unregistered 

— 

— 

— 



— 

— 


(6) Construction 

70 

88 

100 

27 

33 

50 

80 

86 

(7) Electricity, gas and water supply 

1119 

1337 

1593 

340 

427 

482 

1219 

1334 

(8) TVsuisport, storage and 

communication 

1246 

1446 

1620 

581 

845 

9% 

1291 

1353 

8.1 Railways 

565 

657 

742 

206 

424 

527 

588 

613 

8.2 TVansport by other means 

and storage 

496 

571 

625 

305 

344 

376 

506 

529 

8.3 Communication 

185 

218 

253 

70 

77 

93 

197 

211 

(9) TVade, hotels and restaurants 

28 

33 

39 

23 

23 

27 

30 

32 

(tO) Banking and insurance 
(M) Real ratate, ownership of 

33 

41 

50 

31 

37 

46 

37 

W 

41 

dwellings and business services 

38 

47 

59 

— 

— 

— 

40 

41 

(12) Public administration 

493 

595 

737 

— 

— 

— 

534 

584 

(13) Other services 

117 

140 

171 

3 

5 

5 

126 

134 

(14) Ibtal 

4889 

5802 

6865 

1978 

2590 

3354 

5245 

5715 
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of OFCF at 1980-81 prices have been pre¬ 
pared using the price indices as for the ad¬ 
ministrative departments except for the 
railways permanent way and rolling stock. 
For these, the following indices have been 
used; 


Asset Index 


(■) Railway 

permanent way 

(ii) Rolling stock 


Index of cost of 
construction of 
railway permanent 
way 

Wholesale price 
index of rolling 
stock 


PIM was applied as in the case of admini¬ 
strative departments separately for the stock 
of assets existing at the end of 1949-50 and 
created after 1949-50 for each type of assets 
under each industry separately taking ages 
of assets as given in Statement I. 

The data on stock of fixed assets at 
the end of the year 1949-50 for Non- 
Developmcntal Commercial Undertakings 
(NDCUs) in case of mining and transport 
undertakings have been collected from the 
report of Taxation Enquiry Commission 
(Ministry of Finance, 1958). The book value 
of these assets is only about Rs I crore. As 
these assets may be of recept origin revalua¬ 
tion has not been done. For manufacturing, 
electricity and other industries, these are 
assumed to be negligible as most of the 
undertakings were established after 1950-51. 
The data on GFCF for the period 1948-49 
to 1959-60 in case of manufacturing industry 
and at aggregate level have been taken from 
a paper by Jagdish Kumar, el al, 1963. Use 
has also bwn made of Transaction of Public 
Sector’ (CSO, 1983) and the various issues 
of National Accounts Statistics. The esti¬ 
mates of GFCF at current prices have been 
compiled by industries with break-up into 
buildings, other construction works, capital 
work in progre.ss (CWP), expenditure during 
construction (EDC), transport equipment, 
plant and machinery and net purchase of se¬ 
cond hand physical a.s.sets (NPSA). For ad- 
ju.stment of CWP and EDC, the reports of 
the NDCUs have been analysed in detail 
with the view to know the type of these en¬ 
tities. On the basis of the analysis, the EDC 
has been distributed appropriately. 

The estimates of GFCF at curicnt prices 
have been converted into constant (1980-81) 
prices with the help of relevant price indices 
as in the case of administrative departments. 
The estimates of NFCS and CFC have been 
prepared by PIM using the age of assets as 
given in Statement 1. 

Private Cortorate Sector 

This sector comprises public limited com¬ 
panies and private limited companies, 
i e. companies in the private sector set up 
under the Companies Act and credit and 
non-erf^ co-operative societies. The RBI 
haveJ|||tt|hcd the industry-wise All-India 
da^j^Hpied capital stock based on sam- 
pl^jjHRn for the non-government, non- 
public limited companies for the 


year mding 1949-50. In regard to private 
limited companies, data on fixed assets 
based on RBI sample studies are available 
for 1949-50 in the report of Thxation En¬ 
quiry Committee, 1958. These estimates have 
been blown up with the help of data on paid 
up capital for sample companies to ail com¬ 
panies at the industry level. The estimates 
for the banks and othw financial institutions 
are adopted from the paper by Mukherjee 
and Sastry (1959). The estimates of gross 
fixed capital formation in private corporate 
sector for 1950-51 onwards at the aggregate 
level are published in various issues of NAS 
separately for joint stock companies and co¬ 
operative societies and these estimates are 
built up at the industry level. The estimates 
of fixed assets at the end of 1949-50 for co¬ 
operative societies are not available. These 
are, however, expected to be negligible as the 
co-operative institutions are of recent origin. 

As the stock of fixed assets as on 
March 31, 1950 is available at book value, 
it is to be revalued at 1949-50 prices and later 
to 1980-81 prices. The revaluation ratio as 
used in public .sector could not be used in 
private corporate sector as the proportion 
of the construction assets is much larger in 
case of railways and irrigation compared to 
private corporate units. Also the various in¬ 
dustries in private corporate sector were set 
up at different points of time which may not 
be as old as establishment of railways and 
irrigation system in India. In view of this an 
exercise was attempted by carrying backward 
the estimates of fixed capital stock at book 


value for 1949-50 as far back as 19b0-01 on 
the basis of Index of Industrial Production 
as given in 'The Note on the Long Ibrm 
Growth of National Income in India— 
1900-01 to 1952-53" (Mukherjee K. 1960) 
and Index Number of Wholesale Prices of 
DGCI and S and Office of the Economic 
Adviser. As already explained, the indices 
of wholesale prices of capital goods are, 
however, not available prior to 1950. The 
series of Fixed capital formation so derived 
at 1949-50 prices has been accumulated over 
the years to derive the estimates of fixed 
capital stock as on March 31, 1950 at 
replacement cost. The ratio of this estimate 
at replacement value to that of book value 
works out to 2.4 which compared with ratio 
of 2.8 for railways and irrigation seems to 
be reasonable. As the replacement ratios are 
expected to vary over the industries, the 
overall ratio of 2.4 was adjusted suitably at 
the industry level. This adjustment has been 
done on the basis of data on proportion of 
value of depreciated stock to total vlaue of 
fixed assets as available in the RBI study on 
Finances of Joint Stock Conrpanies (1948) 
and the proportion of construction assets to 
total assets in various industries. 

The estimates of capital stock as on 
March 3', 1950 and GFCF from 1950-51 
onwards at current prices have been con¬ 
verted into 1980-81 prices with the help of 
price indices given in Thble A. 

The PIM has been applied to estimate 
NF'CS, CFC for all industries using the ages 
of as.sets given in Statement I. 


TABlfc A 


Industry 


Type of Asset 

Index 

(1) Agriculture 

(i) 

Non-residential buildings 

L Index of cost of other 
[ construction works (accounted) 

(ii) 

Other construction ' 

woi ks (improvement of 1 
land and irrigation works) 


(iii) 

Agricultural plantations 

Index of cost of construction 
of other construction works 
(unaccounted) 


(iv) 

Machinery and equipment 
(produced in organi.sed 
sector) 

FA'S wholesale price index for 
non-electrical machinery 


(V) 

Machinery and equipment 
(produced in unorganised 
sector) 

EA’s WPI for tools and 
implements 

(2) Forestry 

(i) 

Construction 

Index of cost of construction 
of other construction works 
(unaccounted) 


(ii) 

Machinery 

EA’s WPI of tools and 
implements 

(3) Fishery 


Machinery 

Weighted index of EA’s WPI 
in respect of timber, diesel oil, 
nylon, terene and mixed 
cotton 

(4) Construction 


Machinery 

EA’s WPI of non-electrical 
machinery 

(5) Ownerships of 

dwellings 

(i) 

Rural residential buildings 

Index of cost of construction 
of rural buildings 


fii) 

Urban residential buildings Index of cost of construction 

of urban buildings 

(6) Iranspon by other 
means 

(i) Mechanised 
road transport 


Machinery 

EA’s WPI of transport 
equipment 

(ii)Non-mcchanised 
road transport 

Machinery 

EA’s WPl 'ot non-electrical 
machinery 

(iii) Water transport 


Machinery 

EA’s WPI of transport 
equipment 

(7) Other industries 


Construction and machinery Implicit prices indices 


available in NAS 
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Hou^hold sector 

Thb sector comprises household and non- 
houstdiold unincorporated enterprises and 
non-profit institutions. The estimates of net 
flxed capital stock of household enterprises 
in respect of agriculture (excluding land 
improvement and livestock) and ownership 
of dwellings have been prepared as on 
March 31, 1981 and 1982 on the basis of 
data of net capital stock available from the 
results of All India Debt Investment Survey 
(AIDIS) 1981-82 as contained in National 
Sample Survey Organisation (NSSO) Draft 
Report No 318 and some data specially got 
tabulated. The estimates as on March 31, 
1983 have been prepared by projecting the 
estimates as on March 31, 1982 with the 
observed growth rate between 1981 and 1982. 
It may, however, be mentioned that separate 
data on capital expenditure on land and 
plots are not available as the same are 
included in the expenditure on fixed assets. 
The expenditure on land and plots has been 
excluded using the ratio as obtained from the 
detailed analysis of capital expenditure 
available from AlDlS 1971-72 as similar data 
from AIDIS 1981-82 are not yet available. 
Moreover. AIDIS 1981-82 does not give 
separately value of improvement of land and 
irrigation works as the same gets merged 
with the value of land. Such expenditure 
during the year are, however, treated as part 
of capital formation. The estimates of NFCS 
of this category have, therefore, been 
prepared using estimates of gross capital ex¬ 
penditure at current prices on the basis of 
data available from All-India Rural Credit 
Survey. 1951-52; AIRDIS, 1961-62; AIDIS, 
1971-72 and 1981-82. The estimates of capital 
formation at current prices have been con¬ 
verted to constant prices using index of other 
construction works. 

In the case of livestock, AIDIS provide 
data on capital stock inclusive of poultry 
and young livestock. However, poultry and 
young livestock form part of inventories. 
The estim.'ites of net capital stock available 
from AIDIS have been divided into fixed 


aueu and inventories on the basis of state- 
wise analysis of livestock census data and 
the average price per head of various types 
of livestock available from the state govern¬ 
ments. Thus, the estimates as on March 31. 
1981 and March 31, 1982 are based on 
AIDIS data for 1981 and 1982 respectively. 
The estimates as on March 31, 1983 have 
been prepared by projecting the estimates as 
on March 31. 1982 with the help of the 
growth observed in AIDIS data between 
1981 and 1982. 

AIDIS 1981-82 does not provide the 
estimates of gross capital stock. As such, it 
is not possible to attempt the estimates of 
consumption of fixed capital in respect of 
agriculture and ownership of dwellings on 
the basis of data available from AIDIS 
1981-82. However, as mentioned, the esti¬ 
mates of GFCF are available in NAS in 
respect of these industries. In the ca.se of 
agriculture, the stock of fixed assets at the 
end of 1949-50 have not been taken into 
account as the same would have retired by 
1980-81. In the case of ownership of dwel¬ 
lings, the estimates of net fixed capital .stock 
fur rural and urban residential buildings as 
given in the paper by Mukherjee, M and 
Sastry, N S R (1959) have been made use of. 
The estimates of consumption of fixed 
capital for these two categories have been 
prepared using P!M. 

For the remaining industries in the 
household sector, AIDIS does not provide 
data at the industry level. Furthermore, 
AIDIS docs not cover non-profit institu¬ 
tions. In order to prepare the estimates of 
NFCS for these industries, the estimates at 
the end of the year 1949-50 as given in the 
paper by Mukherjee M and Sastry, N S R 
(1959) have been taken as the base. For the 
subsequent years, data on GFCF at current 
prices as available from the NAS have been 
utilised. The estimates of GFCF at current 
prices have been converted to constant prices 
using the price indices in respect of construc¬ 
tion and machinery as in the case of'privatc 
corporate sector. The estimates of NFCS and 
CFC for the year 1980-81 to 1982-83 have 


been prepared using the age of assets as 
given in Statement 1. 

Estimates of Net Fixed Capital 
Stock and Consumption of 
Fixed Capital 

The estimates of net fixed capital stock 
by institutions and by industry of use at the 
overall level and separately for the public 
sector at current and constant (1980-81) 
prices as on March 31,1981, March 31,1982 
and March 31, 1983 are presented in Hbles 1, 
2 and 3 respectively. The corresponding 
estimates of consumption of fixed capital at 
current and constant prices are presented in 
Ikblcs 4,5 and 6 respectively. Tables 4,5 and 
6 also present the NAS 1987 estimates at cur¬ 
rent prices for comparison. It may be seen 
from Table 4 that the consumption of fixed 
capital as per PIM is significantly higher in 
the case of public sector and only somewhat 
higher in the case of private sector. Within 
the public sector, consumption of fixed 
capital has been provided for administrative 
departments (public administration and 
defence) in the present exercise whereas in 
NAS no such provision is made. This ac¬ 
counts for about 15 per cent of the total 
estimates of CFC in the public .sector. In the 
case of departmental enterprises, CFC based 
on PIM is about 3 times that of the NAS 
estimates where as in the case of NDCUs it 
is 1 ■/] times that of NAS estimates. At the 
industry level (Thble 5) CFC as per the 
present exercise is generally higher than 
presented in N.VS except in the case of trade, 
hotels and restaurants where it is somewhat 
lower. The major increase in CFC at the 
industry level is accounted for by agriculture, 
manufacturing, electricity, gas and water 
supply, transport and public administration 
and defence. It may be seen from Table 6 
that bulk of the increase in these industries 
is in the public sector. This indicates that the 
public sector enterprises have not been 
making sufficient provision for Depreciation 
in their annual accounts. For example, in 
case of railways, which forms a big chunk 
of the departmental enterprises, till 1980-81, 
the railways have not been making adequate 
provision for depreciation and as such were 
not maintaining their assets properly. This 
was adversely commented upon by the 
Railway Reforms Committee. As may be 
seen from Table 5, the depreciation provi¬ 
sion made by the railways and as used in 
NAS has now been steppied up from Rs 206 
crorc in 1980-81 to Rs 527 crore in 1982-83. 
For the subsequent years, it has been fur¬ 
ther increased substantially. 

Consumption oi Fi.xfd Capiiai 
VIS-A-VIS Mac ro-Hc onomil 

ACGREtiAI’tS 

The use of the higher estimates of con¬ 
sumption of fixed capital as per the present 
exercise has a direct effect on the estimates of 
net domestic product (NDP), net domestic 
saving (NDS) and net domestic capital for¬ 
mation (NDCF). The estimates in respect of 
these aggregates will need to be revised 
downward to the extent of higher provision 
of consumption of fixed capital as per PIM. 


Table 7: Effect of the E-stimates of Con.su.mption of Fixed Capital as Per PIM on thf 
Macro-Economic Aggregates (At current prices) 


Macro-Economic 

1980-81 

1981-82 

1982-83 

Aggregate 

Revised 

As Per 

Revised 

As Per 

Revised 

As Per 


as Per 

NAS ’87 

as Per 

NAS '87 

as Per 

NAS ’87 


PIM 


PIM 


PIM 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(1) Gross domestic product 







(gdp) at market prices 

128222 

127453 

I486I3 

147684 

166278 

165136 

(2) Net domestic product 







(ndp) at market prices 

116002 

I193S0 

134130 

137887 

149468 

IS3663 

(3) Gross domestic capital 







formation (gdeO 

31476 

31476 

36076 

36076 

39941 

39941 

(4) Net domestic capital 







formation (ndcO 

19256 

23373 

21593 

26279 

23131 

28468 

(S) Gross domestic savings 







(gds) 

29375 

29375 

33458 

33458 

37368 

37368 

(6) Net domestic savings (nds) 

17155 

21272 

18975 

23661 

20558 

25?95 

(7) -Rne of gdcf 

24.5 

24.7 

24.3 

24.4 

24.0 

24.2 

(8) Rate of ndcf 

16.6 

19.6 

16.1 

19.1 

15.5 

18.S 

(9) Rate of gds 

22.9 

23.0 

22.5 

22.7 

22.5 

22.6 

(10) Rate of nds 

14.8 

17.8 

14.1 

17.2 

13.8 

16.9 
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However, in the case of public admintstra* 
tion and defence, the estimates of NDP are 
only prepared as CFC is not provided at pre> 
sent. The provision of CFC for this sector 
as propos^ in the paper will increase the 
estimates of GDP to this extent. The 
estimates of CFC in respect of public ad¬ 
ministration and defence as per PIM have 
been added to the NAS 1987 estimates of 
Gross Domestic Product (GDP) to derive the 
revised estimates. The CFC as per PIM has 
then been subtracted from the revised 
estimates of GDP and NAS estimates of 
GDCF and CDS to obtain the revised 
estimates of NDP, NDCF and NDS. These 
alongwith the rates of capital formation and 
saving vis-a-vis NAS 1987 estimates are given 
in Thble 7. As may be seen from this table, 
the rates of NDCF and NDS will need to be 
revised downward by about 3 per cent over 
the years. As mentioned earlier the base year 
of the constant prices series is proposed to 
be revised by CSO shortly and simultaneous¬ 
ly a number of changes/improvements are 
being effected which would result in changes 
in the level estimates of GDP/NDP. The 
rates of net capital formation/saving will 
also get revised accordingly. The downward 
revision of 3 per cent in these rates is also 
subject to revision. 

Fixed Capital-Output Ratios 
The fixed capital-output ratio (FCOR) as 
on March 31, 1981, 1982 and 1983 has been 
attempted with NDP of the following year 
with suitable adjustment for price change. 
The overall FCOR works out to be 2.7 for 
1981-82, 2.9 for 1982-83 and 2.9 for 1983-84. 
The FCOR worked out by Chaturvedi, D N, 
and Bagchi, A (1985) using PIM for 1980-81 
at 1970-71 prices duly converted to 1980-81 
prices is 2.45. As against these, the FCOR 


Plant and iiinrhinery 
(10) Agricultural machinery 
(It) Manufacturing machinery 

(12) Mining machinery 

(13) Construction machinery 

(14) F.leciricity generators and plant 

(15) Railway plant and machinery 

(16) Other plant and machinery 

(17) Furniture 

Tnuispurl equipment 

(18) Railway coaches, wagons and engines 

(19) Ships, vessels, motor boat.s, trawlers, etc 

(20) :A«oplanes 

(21) Buses, trucks, jeeps, cars, etc 

(22) Tongas, rickshaws, carts, etc 


attenjKed by Piatap Narain and Katyal 
(198<9 for the year 19^ was 3.1. The atithm 
utilised the estimates of net fixed capital for¬ 
mation as presented in NAS which took into 
account the offidal estimates of CFC which 
resulted in the higher FCOR. The capital 
output ratio inclusive of changes in stock 
worked out by Uma Datta Roy Choudhury 
for 1971 was 2.90. Besides being inclusive of 
changes in stock, this ratio is dso based on 
the official estimates of CFC. 

[The views expressed are those of the authors 
and not of the organisations to which they 
belong.} 
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Statimint I: AvtRAtit At.t oi 1 i\ld Assetn 


S No Type of As.sct Age (in Years) 


Conslrueliun 

(1) Buildings (residcntial/non-rcsidential) 

(a) Pucca 80 

(b) Kutcha 20 

(2) Bridges 100 

(3) Irrigation woiks including dams, canals, etc 100 

(4) Improvcnicni of land and irrigation works 30 

(5) Planiaiions 20 

(6) Railway track 55 

(7) Elcciricily transmission works 45 

(8) Other construction works 35 

(9) Aggregate construction (i e, where break up of expenditure into 
buildings, etc, not available). 

(a) Manufacturing (compri.sing buildings, workshops, sheds, etc) 50 

(b) Others (compri.sing mainly of buildings both pucca and kutcha) 65 
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Nationalist Iconography: Image of Women 
in I9th Century Bengali Literature 

Tanika Sarkar 

Rather belatedly, historians have started to explore how, within a subaltern domain of politics (distinct frort 
the mainstream of Congress leadership), women created a separate and problematic space for themselves. We 
still need to fill out our notions about how these processes and departures were conceptualised on the basis of 
new, sacred principles that nationalists constructed to re-order terms of human relationships. 


PATRIOTIC themes came to constitute a 
significant domain with Bengali literature 
from about the 1880s'—and the corpus 
went through many developments and muta¬ 
tions down to Gandhian times. A constant 
preoccupation as a whole was with the figure 
of the woman; she dominates these works 
through the conceptualisation of the coun¬ 
try itself in her image, or by inviting the 
ideal patriot with her qualities, or with the 
reconstruction of feminine roles and duties 
and consequently, of the familial universe, 
by the nationalist enterprise. The literature 
that has been surveyed here—songs, poems, 
plays, novels and short stories—were usually 
brought out by inferior presses in Calcutta, 
distria towns, even villages. Some belonged 
to a particular strand within popular 
literature, most notably those connected with 
the Battala presses of Calcutta^—clumsily 
written, cheap broadsheets or books, com¬ 
menting on current sensations. Some others 
have gained an important status within the 
history of Bengali literature; the plays and 
songs of Mukunda Das, the author of many 
celebrated songs and Swadeshi ‘jatras’ 
(roving theatres) from Barisal, for in¬ 
stance.^ Hardly any of them developed new 
imaginative forms or themes. Their weight 
lies in the very dullness of constant repeti¬ 
tion, in sharing and reworking, in a different 
context, many of the literary and social con¬ 
ventions that informed the rest of popular 
or folk literature. Literary masterpieces on 
patriotism—by Bankim for instance—have 
been used here only when they provided ma¬ 
jor imaginative norms and devices for the 
other category of works. 

Rather belatedly, historians have started 
to explore how, within a subaltern domain 
of politics, (distinct from the mainstream of 
Congress leadership)* women created a 
separate and problematic space for 
themselves.’ We still need to fill out our no¬ 
tions about how these processes and depar¬ 
tures were conceptualised on the basis of 
new, sacred principles that nationalists 
constructed to reorder terms of human 
relationships. 

The Hrst such principle and cultural 
artefact is the concept of the Motherland— 
Deshmala. As is usual with other nationalist 
discourses, the country is not a piece of land 
with actual people living on it. It is 
abstracted from the people and is then per¬ 
sonified as the Mother Goddess, the most 
recent and the most sacred ddty in the 
Hindu pantheon. The people, then, are not 
the *de^’ itself, but are sons, of the Mother, 


detached from the imagined entity and put 
in a subordinate relation to it. Through long 
and continuous usage this concept has ac¬ 
quired such a seeming naturalness about it 
that this disjunction as a cultural construct 
is worth afOrming with some emphasis. The 
process of deification, then, is essentially a 
process of self-estrangement, of fetishisation. 

The country was sacralised and feminised. 
The Empire, symbolised by the lion, had 
often represented itself in strong, male terms. 
The standard British sneer against Bengali 
‘baboos’ was that, unlike the ‘manly’, virile, 
British public school boy-cum-administiator, 
or the Indian martial races, the Bengali 
‘babu’ was a weak effeminate creature. 
Bengali nationalism, as an oppositional 
ideology, therefore, defiantly worshipped 
and gloried in the female principle. 
Feminisation also marked a point of depar¬ 
ture in political consciousness. Imperialism 
had produced its own Mother Goddess, the 
figure of the Great Queen Victoria, on 
whom a formidable load of emotional ef¬ 
fusion was lavished by Bengali poetasters in 
the 1870s and 1880s; 

Where are you. Mother Victoria, I touch 

your feet 

Mother, what kind of a mother are you, why 
have you forgotten your child? 

Or 

Where are you, our mother the Great Queen 

We have no other shelter but you 

Mother, we call out to you and we all look 

upto you 

For what sort of pleasure have you aban¬ 
doned us* 

The slightly reproachful tone of the hurt, 
yet loving child is clearly drawn from the 
popular devdtional songs of the 18th cen¬ 
tury Shaku poet Ramprasad Sen—songs of 
pleading for Mother Kali.^ A significant 
stage in the growth occurred when literature 
transposed the language addressed to this 
unseen, remote, foreign mother to Mother 
India, a mother more authentic, more giv¬ 
ing and very close to the Indian child.* 

For Bengdis, accustomed to the worship 
of a variety of female cults, emotion^ 
resonances connected with an enslaved 
mother figure tended to be particularly 
powerful. During the Salt movement, for ex¬ 
ample^ the alienation of salt-making rights 
from Indians was expressed through a 
representation of the sdt earth, as the full 
breasts of the mother to which none other 
than the child may have access. 

Of course well make salt, it has nothing to 

do with you 


What claims do you have to the honey 
produced by my mother’s breasts?* 
Or 

Our Mother is now in the hands of the 

foreigner.'® 

The mother, however, is not just a flgure 
of enslavement. Feminine cults also repre¬ 
sent power, an image of resurgent and fear¬ 
ful strength, irrevocably associated in the 
Bengali Hindu mind with the concept of 
Shakti on whose grace the success of the 
patriotic enterprise depends. There is a 
curious blending, as we shall see; of both the^ 
principles of abject victimhood and the' 
possibility of triumphant strength in the 
polysemic iconography deployed around the 
matter. 

Benedict Anderson has sought to describe 
the quality of the political lore in na¬ 
tionalism in terms of the language through 
which nationalism describes its object; it is 
either in the ''ocabulary of kinship (here, a 
matriarchal connexion) or in the voc^ulary 
of the home, where again the figure of the 
Mother is dominant. Both idioms point in 
the same direction towards an object to 
which one is naturally tied and which one 
does not choose on grounds of self-interest" 

Colonial subjeaion forced an exposure to 
a radically new civilisation as a necessarily, 
axiomatically superior one. This induced, 
within the intelligentsia, a simultaneous 
attraction to it and a need to escape from 
it to one's own past, one’s own roots. These 
roots, however, have become irrevocably tsu- 
nished by comparisons, doubts, criticism 
and questioning induced by that exposure 
to a more successful cultural order. A new, 
acute consciou$nes.s of the inexorable march 
of history with which India had never kept 
in step, of teleological time with a wester¬ 
nised notion of progress as its goal, produc¬ 
ed intolerable anxieties and violent desire to 
break out of its iron frame by a return to 
a past, to one’s mother, a reversion to the 
womb, to a state of innocence, of pleasure, 
where the infant is as yet undifferentiated 
from the mother, as yet unaware of his own 
distinct self.'^ The tremendously agonised 
and anxious quest that began in the 19th 
century for the construction of this authentic 
past is deqjly poignant precisely because 
such a search itself is a product of the self 
which is irredeemably differentiated. The 
past, the mother figure; to be reappropriated 
either as religion or as motherland, can no 
longer be a state of doxa,'’ a moment of ef¬ 
fortless ease, anterior to the anxious ques¬ 
tioning or creation of an orthodox tradition. 
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before even the question of acceptance or 
rejection of tradition comes up.'* 

Bankim represented the past, present and 
future states of the Mother through three 
main iconographic sets which, with varia¬ 
tions, decisively' influenced dl later na¬ 
tionalist imagination.'^ The mother in the 
past was an uncomplicated, glorious flgure 
of abundance, peace and benevolence—a 
Jagaddhatri (the nurtuier of the world) or 
an Annapurna (the giver of food).'* The 
opening lines of Mukunda Das’ play 
PaUixva associate her most particularly with 
a superlative abundance of food.'^ A hint 
of past richness still persists in the physical 
features of a rich soil, in a still green and 
fertile land whose bounty, however, is no 
longer available for her children. The 
struggle for freedom, in fact, gets expressed 
again and again as a struggle for food. Food 
and cloth, the two basic necessities, were the 
two strongest metaphors in nationalist 
imagination. 

The past radiance then finds its perfect 
antithesis in an image of total darkness and 
ruin in the colonial present. T\vo rather con¬ 
tradictory icons are used simultaneously to 
depicit this state; in one the mother is the 
archetypal helple.ss female victim, the 
‘Bharatmata’ painted by Abanindranath— 
pale, tearful, frail. Early nationalist poetry 
struck a note of deep gloom and mourning 
around this figure” In later nationalist 
poetry, an often unstated metaphor of the 
disrobing of Draupadi at the Kaurava court 
lies concealed behind the persistent depic¬ 
tion of Gandhi as the saviour Krishna who 
covers the shame of the country with an 
endless supply of cloth produced by his 
charkha—his version of Krishna’s weapon 
Sudarshanchakra. 

A humiliated Bharat desires you 
Come, Murari, with your Sudarsh¬ 
anchakra. 

Sometimes the metaphor is explicit—like 
Dushashan, the wicked steals her clothes. He 
(Hari, i e, Gandhi) provides an endless flow 
of cloth, from the charkha in his hand.^ 
A more common and powerful image, 
however, is that of Kali. Although used 
earlier by Bankim, this flgure becomes 
universalised from Swadeshi times, due, 
perhaps, to a more clearly and openly ar¬ 
ticulated sense of anger. The meaning of Kali 
is comprehended in two very different ways. 
Bankim saw in her a measure of our shame, 
deprivation and exploitation. Kali is a have- 
not figure; a woman who has abondoned her 
feminity and even a basic sense of shame. 
’’She is trampling upon her own Shiva 
herself, alas our Mother!”*' The woman on 
top signifies the total collapse of the ordered 
world, a violence directed basically against 
the self. Other poets, like Mukunda Das, 
have, however, gloried in her power, in her 
capacity to destroy evil and transcend death. 
Our Mother is drunk with blood 
And wants to drink the blood of her children 
Unless you awake, Shyama, no one is going 
to wake up." 

The wrath of Kali also evoked a powerful 
image of the transformation of the rich 


country into a desolate, aweaome cremation 
ground. 

Mother, come with your fierce aspect 

Conw with your awful spirits 

Come ami dance on this vast cremation 

ground 

Which is Bharat.** 

Through her thirst for revenge, through 
her iiuistence on the martyrdom of her sons. 
Kali will make a nation of heroes out of 
slumbering Indians. The two modes of 
representing Kali indicate; perhaps, an inner 
tension within twtionalisro about the prin¬ 
ciple of female strength and about the 
violence and destructiveness latent in it. 

After the final victory of Kali through 
blood and death, the country comes into her 
own once more. Fast bounty and nurture are 
grafted upon the principle of power in the 
triumphant image of Mahishasurmardini 
Durga, the most popular form in which the 
Mother Goddess is worshipped in Bengal. 
There is, however, a curious mismatch 
between how she looks and what she does. 
Durga is supposedly a warrior Goddess who 
has killed a dreaded mura. Yet the icons 
depict a smiling, matronly beauty, a mar¬ 
ried woman visiting her natal home with her 
children at her side—the archetypal mother 
and daughter, fundamentally at odds with 
the dying demon at her feet and the weapons 
in her hands. In the juxtaposition of diverse 
images the hint of triumphant strength is 
there, but it is overlaid and the overwhelm¬ 
ing and final impression is that of a domesti¬ 
cated gentle feminity. Bengali nationalists 
finally appropriated it by transforming the 
traces of militancy and sexuality into 
something more ‘innocent’—into the ideal 
mother figure; the presiding deity of Bengali 
kitchens and the sickbed. Bepin Chandra 
Pal, the extremist leader found it comfor¬ 
table to reinterpret the semantics of the im¬ 
age: “This is nothing but a mother’s beau¬ 
ty. .. My mother is not a sanyasini but is 
hungry for affection, tirelessly serving 
others... This is the way of Bengalis have 
seen their mother every morning in the kit¬ 
chen. The hair piled on top of the head does 
not denote the state of a yogini but that of 
the busy cook going about her business. The 
heavy breasts indicate a plenitude of milk 
awaiting the infant. The parted lips denote 
the ecstasy experienced at the moment of 
suckling the child!’** 

Once the mother, whether through her 
wrath, or through her calm strength arouses 
her sons, the struggle or the leadership 
•passes out of her hands into those of her 
sons: so. ultimately, the woman has a 
specific and limited role and there is no final 
and absolute transgression. Kali reverts back 
to Durga, Durga becomes a household 
drudge. Oebi Choudhurani lays down the 
glorious garb of the robber queen and turns 
to dish-washing.** 

If relief and regeneration depend on the 
will and moral fibre of the sons, who, then, 
are the true ’santa/u’? Bankim and revolu¬ 
tionary terrorists had simplified the search 
through the device of substitutism. The 
entire patriotic cause was vested in the hands 
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of an elect band of saviour heioes, of world- 
renouncing hofy leaders, inspired by a single 
purpose and rehising to recogniM any other 
commitments, authority and defierence 
structures.** Gandhian movements, 
however, expanded boundaries of involve¬ 
ment and participation and extended the 
range of activities by incorporating strategies 
of sustained agitation and oiganisational 
work. What, then, about the Orihi Santan, 
the householder who has to alternate bet¬ 
ween complete surrender of worldly ties and 
binds at moments of upsurge, but who still 
remains anchored in a given social order and 
everyday relations of domination and subor¬ 
dination for the test of his life? A very much 
more subtle and delicate world-view was 
necessary here to develop an amnopriate-self 
image and an image of the moral universe 

If the mother is potentially and ideally a 
life-affirming principle, a source of nurture 
and plenty, then the true santan should, to 
an extent, incorporate these attributes. On 
the basis of such criteria, the authentic ‘san¬ 
tan’ is identified in much of post-Swadeshi 
nationalist literature, with women and 
peasants: of the earth, productive, endless¬ 
ly giving and suffering, transcending ego 
completely in the interests of nurture Both 
are invest^ with qualities of motherhood: 
the woman, 1^ virture of her biological state 
and functions, the peasant, because of the 
nature and purpose of his labour, whose 
fruits are constantly going to nurture others. 
The powerful pull of Vaishnavite, hagio- 
graphic literature was paradigmatic: the 
devotee has to feminise himself through a 
constant flow of tears since feminine love 
is the highest form of love and surrender to 
attain the divine. The ideas find a not-too- 
remote resonance in certain kinds of current 
feminist thinking which postulates a separate- 
feminine domain of affect and emotion, 
shaped by the experience of motherhood, 
and intrinsically superior to dry, male 
rationality.** 

The mother's mantle now falls on the ‘race 
of mothers—mayer jati’—without whose 
awakening and participation national re¬ 
generation remains an impossible goal.** 
The sequence of the process remains the 
same; the first initiative will be seized by 
flesh and blood mothers, there will be a rais¬ 
ing of patriotic consciousness, and when this 
resurgent patriotism of mothers irradiates 
the son, her task is complete and the burden 
of regeneration passes on from the mother 
to the son. “If a nation-of true mothers can 
be built then true sons will abound in every 
household!’** In most plays and novels, the 
flgure of a sanyasi, however, performs the 
original ritual to trigger off a chain-reaction 
in the awakening process: he simultaneously 
pleads with the Motho- Goddess to awake 
and awaken, and instruct Bengali mothers 
in their mission.** 

There is a remarkable thematic uniformi¬ 
ty, even monotony, in the plots. Against the 
broad, though somewhat shadowy, backdrop 
of a freedom movement (often visualised as 
constructive Swadeshi*') a mqjor subplot is 
that of a more intimate strug^e within the 
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hous^otd/local rural oouununity. The focus 
is not so much on the irrevocably anta¬ 
gonistic relationship with the British, but on 
what is seen as a non-antagonistic contradk- 
tion between the woman and the peasant on 
the one hand and the temporary villain of 
the plot on the other—the urbanised babu, 
the absentee landlord and the Shylockian 
usurer. When his exploitative; thoughtless, 
hedonism plunge the family into ruin, his 
wife, tenants and the disinterested, patriotic 
sanyasi pool their initiatives, resources and 
wisdom to save him. Thoe is, eventually, a 
change of heart, and a final return of the 
hero to the village and to the bosom of the 
family. Order is restored, cosmic and social 
imbalances corrected and a healing process 
begins to work within the shattered family 
and community. 

There is an interesting correspondence 
between the broader, more public move¬ 
ments and the inner, private struggle The 
well-worn theme of the drain of wealth is 
recreated within indigenous society: there is 
a drain within a drain, so to speak, with the 
wealth, talent and leadership siphoned off 
from the village—the real India of authen¬ 
tic peasant and familial virtues—to Calcutta, 
the citadel of foreign power, education and 
culture, where family morality is pulled out 
of joint, wives lord it over hapless mothers- 
in-law, and prostitutes are given priority over 
wives and the cash nexus rules over all. 

Kaliyuga is now indeed, rampant. 

Otherwise how is it that the mother has 
become a maid-servant 

And the man carries his wife proudly on the 

head?^^ 

The struggle to make natural guardians 
of society take up their divinely ordained 
role corresponds to moderate attempts at 
persuading the British to give up unBritish 
unpractices. During Ganadhian struggles, 
even after the patriotic perspective changed 
to Puma Swaraj, the strategy remained per¬ 
suasion effected by the dramatic spectacle 
of suffering—a traditionally feminine 
strategy. The enterprise, in a sense, is still 
more radical than standard, more elite na¬ 
tionalist historiographical texts. They iden¬ 
tify and talk of internal contradictions at 
various levels whereas the latter insists on 
absolute harmony. 

Yet the plays are not just an elaborate and 
devious attempt to restore a given order of 
power relation.s. They are about radical 
breaks and fundament^ departures. Even if 
the woman is not given a direct role in the 
public domain, the moral initiative given to 
her must irrevocably alter notions about 
hegemony and authority within the family. 
The fact that the male patriarch regains his 
moral status through the intervention of the 
woman must ultimately transform earlier 
models of patriarchal power by making it 
crucially dependent on the woman’s superior 
understanding. Mukimda Das’ plays do not 
portray a single native feminine character. 
DebI Choudhurani, Bankim’s historical- 
cuBv-patriotic novel about a woman rebel 
leader at the time of the Sanyasi uprisings, 
ends with a plea for the return of such a 


woman on Indian wdl: it is highly signifi¬ 
cant that she is vested with the mission that 
Krishna himself is meant to perform and 
that the invocation repeats the language of 
the Gita. It is only among several women in 
Bankim's patriotic novels that some crucial 
attributes of the saviour Krishna can be seen 
whom Bankim had coiutructed in his 
Krishna Charitm.^ 

Norms about new expectations were flesh¬ 
ed out in an ideal type of the patriotic 
woman whose construction absorbed much 
of this literature The 19th century reformist 
stress on formal education is rejected 
strenuously. A report on the work of the 
Gandhian Abhay Ashram indicates that 
there were plans for primary education for 
Muslim village boys, peasants and untouch¬ 
able scavengers but none at all for girls or 
women of any social strata. A model 
training centre in a play by Mukunda Das 
excluded even the works of Bankim from its 
curriculum since their study necessitates a 
, high level of formal education: the end 
might be laudable but the means are far too 
dubious. Women's education is to be 
derived from two sources alone—a know¬ 
ledge of the epics, largely conveyed through 
the oral tradition, and their own work within 
the household. Religious instruction is thus 
identified with a popularised practical 
morality and the household itself is turned 
into a primary religious text. “The house¬ 
hold is the Gila so far as women are con¬ 
cerned.”’^ This is very close to the ideal 
education prescribed by the Gandhian leader 
Satish Das Gupta for the peasant: he must 
learn to read the Ramayana and a little bit 
of arithmetic and that should be that.” Vie 
must remember, however, that there was. 
within Gandhianism, a generalised suspicion 
of all formal learning as divisive; empty and 
alienating. Higher education was the opium 
of the Indians, especially middle class 
Baboos. There is, surely, a strong social in¬ 
hibition, a desire to freeze power relations 
by forbidding access to sources of social 
mobility of which higher education might 
be one. Yet, there is, at the same time, an 
equally significant strain of distrust for 
education as the stigmata of the privileged, 
a mark of distinction and division—a strain 
that the Gandhian mass movement, shaped 
by the tension between order and levelling, 
possibly inherited from medieval Bhakti. We 
find in much of the Bhakti canon thesame 
suspicion of the book, the written word or 
a closed and secret oral lore which makes 
knowledge the preserve of the Brahman and 
which dooms the illiterate masses to a self- 
image of total ignorance Rebellion against 
the equation between knowledge and elitist 
education took the form, in both, not of a 
demand for equal access to the latter, but 
a delinking of the two, so that the possibility 
of true knowledge could equally well reside 
in the simple goodness and devotion and in¬ 
stinctive wisdom of the poor.’* In colonial 
times the distrust of hi^er education was 
compounded by its alieimess, which widened 
the gap between the learned and the unlearn¬ 
ed in a deeper manner. The woman and the 


peasant, as ideal patriotic flguiea, had to be 
particularly carefiil in insulating themselves 
against the pretensions of this false 
knowledge. 

Reordering categories of true and false 
knowledge according to the criterion of the 
indigenous, was often concretised through 
the clinical metaphor of a foreign parasite 
that the host body ought to reject since it 
weakens the physical system and eventually 
kills it. The metaphor was applied to dif¬ 
ferent kinds of impact of the west on the in¬ 
digenous social body, the western and Indian 
medical systems being a very common field 
of its expression. Health and life depended, 
too, on the preservation of past authentic 
knowledge and skills of healing which now 
lay in the hands of the woman alone, in the 
interior space of the household. Command 
over this vital knowledge added a new 
dimension to the woman as life givw and 
live preserwr, the lifeline of the future na¬ 
tion. If the goal of colonial exploitation is 
a ruinous drain of wealth and if the central 
purpose of the patriotic struggle is to reverse 
its flow, if freedom means, above all, the 
reappropriation of one’s own fortunes, 
possibilities and destiny, then the woman oc¬ 
cupied a strategic position within the scheme 
with her ancient skills which would liberate 
Indians from the expensive, futile and 
ultimately fatal trap of western cure which 
kills rather than heals. 

She has to exercise her functions within 
this scheme, rgain, in a central manner, by 
promoting bo>‘cou of foreign goods through 
which the drain operates. There are foreign 
bodies again, fatally grafted on to in¬ 
digenous society whose consumption cor¬ 
rupts and eventually destroys the very fibres 
of the Indian way of life. Women decide on 
most of the terms of consumption within the 
household. Here, too, they must assume 
leadership in the struggle against foreign 
good!,, habits and fashions. Active labour at 
the charkha, especially in Ganchian times, 
comes to complement the concept of boycott 
in a positive way. The rouiinised exercise of 
these two rituals were also lo lead to a 
fundamental transformation in the very 
possibilities of a woman’s being. The ig¬ 
norant, self-centred, childish, giddy woman, 
fond of trifles, especially foreign ones, the 
butt of much popular satire and farce,** 
could mature into an austere, serious com¬ 
mitted person, dedicated to a sober work 
ethic and to ending waste and drain at 
household as well as national levels. At rov¬ 
ing theatre performances, especially popular 
among village women and peasants, Mukun¬ 
da Das regularly exhorted women: 

Smash your (imported) glass bangles, 

women of Bengal, do not let yourselves 

be duped by delusions.*' 

Drain was not simply a matter of finan¬ 
cial worry. It was repeatedly linked up with 
a more serious moral concern: that of 
corrupting the sources of indigenous life 
Through their special role at the charkha 
and with boycott, women assumed a cen¬ 
trality within the nationalist enterprise 
Other forms of the enterprise sustained this 
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centrality. The device of social boycott was 
used to mark the boundaries between the 
pious and the godless—the nationalists and 
ihe loyalists, and the instrument of excom¬ 
munication preserved the sanctity and ritual 
purity of the former. The snapping of social 
ties by women neighbours and relatives 
would be felt most keenly by women in 
loyalist families, who, unlike men, had no 
professional world to escape to. The family 
metaphor was used repeatedly to define a 
new community of patriots; by implication 
women would have a larger scope of ac¬ 
tivities within it. 

The ritual practices of nationalism made 
women’s efforts particularly meaningful. 
The day of the partition of Bengal was 
observed as a day of mourning and ritual 
fasting. Women had to put out hearth fires, 
the way they are accustomed to do on the 
annual ritual occasion of Arandhan vrat 
(non-cooking ’vrat’). lb signify the in¬ 
destructible unity of Bengalis, there were ex¬ 
changes of the ritual wristlet (rakhi) among 
patriots. Daditionally, sisters receive it from 
their brothers. During Gandhian movements 
women were required to save a small por¬ 
tion of food from daily consumption needs 
to donate to Congress volunteers—the prac¬ 
tice of mushitibhiksha. The charkha itself 
has once largely been used by women for 
domestic needs; under Gandhi both men 
and women used it obligatorily. All such 
ritual, therefore, had meaning and resonance 
among the traditional practices of women 
and then utilisation extended domestic, 
feminine ritual into the world of men and 
public affairs. There was a mingling of male 
and female spaces and practices. The shar¬ 
ing opened up possibilities for the reorder¬ 
ing of gender relations. It was almost in¬ 
evitable that patriotic literature returned 
compulsively to a review of women’s loca¬ 
tion in society: at the heart of the nationalist 
discourse at this popular level, there was a 
reopening of questions of widow remarriage, 
child marriage, polygamy, sexual double 
standards and dowry. Major literary works 
that questioned conventional patriotic 
norms and practices—Ihgore’s Ghare Baire 
or Char Adhyay for instance—also did so 
through the depiction of their impact on 
women.*^ 

Charkamni, a novel written by Jitendralal 
Pal during non-cooperation, gathers up and 
knits together most of these themes and no¬ 
tions.*^ Binay, the westernised son of a 
good-hearted rich peasant/usurer, returns to 
his village as an alien, uncomfortable figure 
He encounters Shanti, a paragon of all 
patriotic and feminine virtues. She is fair, 
beautiful, a marvellous cook, a frugal house¬ 
keeper and the best wielder of the charkha 
in her village “Her pretty face, surrounded 
by strands of Jet black hair, is intent on the 
charka rotating in front of her. She is 
Bgngalakshmi herself.’’^ She and her 
mother criticise a Congress volunteer for ac¬ 
cepting dowry. Her mother rebels when her 
father fixes up her daughter’s marriage with 
a widower and holds up the marriage even 
though that means that Shanti has to remain 
a spii>s^,l!|iher life once the ritual moment 



for the wetUhng is past. A reformed Binay 
eventually muries hn. On the wedding night 
the shy bride'whispers, “I’ll never let you use 
foreign cloth again!’ Binay has to promise 
that before he can kiss her.*’ The marriage 
is consummated on the basis of a shared 
moral value. A new work ethic and a pas¬ 
sionate commitmnt to a broad principle have 
reordered notions of feminine virtue and 
beauty. Women enjoy a large measure of 
self-determination and moral initiative. Yet 
a fair skin, a beautiful face and body, ex¬ 
pertise in domestic chores retain their old 
importance. If the ritually Fixed moment for 
the wedding is past, the mother’s rebellion 
will doom Shanti to lifelong spinsterhood. 
In the end we find, perhaps, a conservatism 
that has nevertheless undergone some fun¬ 
damentally important mutations. 

The vocabulary of radical change, of any 
sort of anti-traditionalism to justify these 
mutations, was ruled out. TVaditional social 
ideology and practices were regarded by 
most shades of nationalists as the one do¬ 
main that was unmediated by foreign rule, 
the one independent space. Women and pea¬ 
sant, the only people as yet unpolluted by 
we.stcrn education, could preserve the purity 
of that domain. “If our womanhood is made 
to lose direction, then the nation’s defeat 
would be complete. If, like the so-called 
enlightened, westernised Indian man, the 
Indian woman also takes its western educa¬ 
tion and changes her own nature and 
religion then our subjection would be 
extended from outside to our innermost 
cori’'** The woman’s body was the ultimate 
site of virtue, of stability, the last refuge of 
freedom. Independence, like a hidden jewel, 
could be detached from external surroun¬ 
dings that spelt defeat and yet be concealed 
in the very core of the woman’s body. This 
is perhaps the reason why we note an 
obsessive preoccupation in early patriotic 
literature with mri—through her own self- 
destruction she preserves this concealed in¬ 
dependence from being usurped.^^ Very 
often, an implicit continuum is postulated 
between the hidden, innermost private space, 
chastity, almost the sanctity of the vagina, 
to political indefiendcnce at state level: as if, 
through a steady process of regression, this 
independent self-hood has been folded back 
from the public domain to the interior space 
of the household, and then further pushed 
back into the hidden depths of an inviolate, 
chaste, pure female body. There is then an 
implicit equation between a hidden and liv¬ 
ing freedom and chastity, traditionally the 
highest virtue of the Hindu woman; most 
powerfully demonstrated in sati and in 
Jawahar vrat, mass suicide by Rajput women 
in anticipation of defeat and death of their 
husbands in battle with Muslims. “What 
does India have to fear?... When nobody 
except her women have the capacity to lie 
down beside their husbands on the funeral 
pyre with a laugh!’^* 

The woman, however, was the metaphor 
for both the unviolated, chaste, inner space 
and the possible consequences of its sur¬ 
render. There is something like an obsession 
with the signs of that final surrender, the 


fatal invasion of that sacred space: giving 
up of gindui; betelnut, deference imnuds 
husbands and in-laws, rdigious faith; aping 
of foreign fashion; and insisienoe on a 
greater leisure time for herself whldi might 
be misspent in reading novels and develop¬ 
ing a discordant individuality.^ There is a 
tie up with a whole range of themes made 
popular in pulp literature and bazar pain¬ 
tings from the I9th century’®—the-wester¬ 
nised, tea-drinking, novel-reading, mother- 
in-law baiting wife as a kind of a folk devil 
on whom are displaced ail the anxieties and 
fears generated by a rapidly changing, in¬ 
creasingly alien social order. 

Upto the moment of Gandhian mass 
movements, the figure of the new patriotic 
woman did not generate major complica¬ 
tions or tensions; given the definition of a 
new patriotic community in familial terms, 
the woman’s patriotic enterprise would still 
be located within the family. The privacy of 
the interior domain also ne^ not be violated 
since much of the ritual of nationalism- 
even the charka of Gandhian struggles— 
could be performed within the home. There 
was, in fact, a linear continuity with the 
forms of 19th century social reforms: the 
woman was to create a new kind of home 
which would be the nucleus of the new na¬ 
tion. Sarojini Devi, writing at the time of 
non-cooperation, summed up the scope of 
such work; 

Whatever we can do from within 

our homes, we will do all of that.’* 

Yet, in their actual political practice 
Gandhians had embarked on a far more 
dangerous enterprise—bringing women out 
in the public to engage in strident, militant 
protest, implying, ultimately, a violent ero¬ 
sion of the privacy of the female space and 
rough assults on deep-rooted behavioural 
norms about modesty or propriety.’^ 
Mukunda Das often reflects on the advisa¬ 
bility of such a step within the present 
framework of moral development and 
gender relations. Ultimately he legislates 
against it.” Nor does there emerge a con¬ 
vincing literary representation of the mili¬ 
tant woman who leaves the household, joins 
turbulent demonstrations and pickets, courts 
arrest and spends long stretches of time in 
prison. There is thus a gap between political 
practice and its imaginative representation. 

The reconstructed moral universe, created 
by the new sacred principles of nationalism, 
is a universe where the patriotic community 
becomes the family, where naked, fearsome 
shakti initiates a process of arousal and then 
transforms itself into nurture, where patri¬ 
otic commitment reorders gender relations 
and revises notions of beauty, virtue and 
duties. Such a world cannot cope with the 
invasion of violently radical modes of ac¬ 
tion where different domains of patriotic ac¬ 
tivity are abruptly collapsed together and the 
actuality of equal choice and work in the 
politcal sphere makes a mockery of the 
language of traditionalism. Gandhians, 
perhaps, felt too uncomfortable with this 
figure that their own strategies had partially 
conjured up to theorise about it. Radical na- 
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tionalifts like Saratchandra in Father 
Dttbfi* and Pritilata Waddedar, in her last 
testament, sought to grapirie with the pro¬ 
blem by casting it in the shape of an extraor¬ 
dinary sacrifice demanded of an elect few 
at a rare moment.^’ Gandhians had no easy 
way out. They .were asking thousands oi 
women, ordinary housewives and mothers, 
to engage in this project as a matter of every¬ 
day activity. The silence, the gap in articula¬ 
tion. indicates a failure of imagination to in¬ 
ternalise adequately the extent of the 
ideological break that the movement had 
generated in its course, the possibilities of 
denying power relations and creating new 
terms of human relationships that it had 
opened up. 
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Unemployment among Doctors in Pakistan 

S Akbiir Zaidi 

There are at present more than 11,000 unemployed doctors in Pakistan. This over-production crisis has its roots 
in the structure of health care in the country. The health curative, urban-biased model is determined by the class 
system prevalent in Pakistan. The government’s rather callous attitude—it calls these doctors a ‘surplus^—does 
not help either. An immediate solution to the crisis is a crash programme of building facilities all over the country 
which would help to absorb the existing unemployed doctors. 


THE evolution of the health sector in 
Pakistan has created a rather rare and com¬ 
plex phenomenon, certainly one which finds 
few parallels in other underdeveloped coun¬ 
tries (UDCs). In 1985, government sources 
alone report an astronomical figure of 11,000 
unemployed doctors in the country (see the 
Ikble). This unemployment is manifested 
most of ail among young doctors, those who 
have graduated from medical colleges within 
the last few years. Any vacancies advertised 
by the government are swamped by applica¬ 
tions from the unemployed doctors, as has 
been the case in the two most populous pro¬ 
vinces in the country. In the Punjab, close 
to 4,000 doctors applied for 830 vacant posts 
in the medical department of the province.' 
Likewise, in the second largest province, 
more than 3,000 doctors applied for 430 
advertised seats.* 

The existence of the unemployed doctors 
causes numerous problems at various levels. 
Firstly, there is the direct personal cost to 
the medical graduates who have spent seven 
years of their lives in medical college and 
are now unable to get jobs. Secondly, there 
is a cost borne by society, which subsidises 
the education of medical students. The costs 
incurred to produce one doctor are reported 
to be Rs 1,60,000 (World Bank. 1983]. On 
the other hand, the student pays only about 
Rs 2,500 in the form of tuition fees to his 
college The third problem, and by far the 
most serious one, is the significance of the 
high figure of the unemployed in light of 
health statistics in the country. 

In Pakistan, life expectancy at birth is a 
mere 51 years for males and 49 for females; 
the infant mortality rate is 125 per 1,000 live 
births: the child birth rate is 17. The neo¬ 
natal mortality rate in 1973 was 84, while 
the post-neo-natal mortality rate was 61. The 
mortality rate for the population aged 1-2 
years in 1975 was 30 per 1,000, while for 
children aged 3-5 years it was 48. Even today, 
the maternal mortality rate is 6-8 per 
thousand live births, which is 60-80 times 
the level in industrialised countries. The 
disease pattern is typical of a U DC where 
communicable preventable diseases abound 
and where the main causes of illness 
amongst children are measles, tetanus, 
whooping cough and diarrhoeal diseases. 
Only one million of the 3.5 million babies 
born each year are immunised. One can go 
on, but the point has been made—the health 
status of the population of Pakistan is very 
poor, and these conditions are allowed to 
persist with 11,000 doctors sitting idle: 

The distribution of health facilities in the 
country also illustrates the irony where the 
majority of the population does not have 


access to medical facilities. A large pro¬ 
portion—85 per cent—of all the practising 
doctors in the country are in cities, where 
only 30 per cent of the population lives. 
Thus the doctor-population ratio in cities 
comes to a (theoretically) favourable figure 
of 1: 1801, while in rural areas the ratio is 
1:23,829. In Sind, the second most populous 
province of the country, the doctor- 
population ratio in the rural areas is 
1: 37,964, and Sind is (compared to the two 
smaller provinces of Pakistan) better 
endowed in terms of medical personnel prac¬ 
tising in rural areas [Zaidi, 1985). The entire 
structure of health and disease needs to be 
seen in light of the official attitude towards 
health care in the country. The fact that the 
government spends less than I per cent 
of GNP on health illustrates this point 
adequately. 

Thus the 11,000 unemployed doctors in 
Pakistan result in a massive social and 
economic cost to the country. It is the pur¬ 
pose of this paper to examine the roots of 
the crisis of overproduction of doctors in 
Pakistan. An attempt will also be made to 
offer some solutions. 

ROOTS OF THE CRISIS 

The historical evolution and path of the 
health sector in Pakistan have been discussed 
at great length elsewhere [Banerji, 1975; 
1985; Zaidi, 1985). Thus a brief recapitula¬ 
tion of the conditions which are primarily 
responsible for the crisis is presented below. 

Pakistan is a post-colonial, underdeveloped 
(peripheral) country which is moving along 
the capitalist path of development. Both 
India and Pakistan were ruled by Britain for 
nearly two centuries and the evolution of the 
health services in both countries has been 
greatly influenced by the system established 
by the colonialists. They brought modern or 
‘western’ medicine with them mainly to cute 
for their own administrators and military 
personnel. The British built health institu¬ 
tions in towns where they had their own 
people and many of these towns have 
become the larger urban conglomerations of 
the subcontinent today. Along with their 
own people, the British also permitted the 
native elite to consume modern medical cate 
in India, and slowly, as it became more 
apparent that the British would leave India, 
the bureaucracy and control of the Indian 
subcontinent was handed over to this elite— 
to the Lord Macauli^’s “Brown Englishmen”. 

The new ruling class in independent 
Pakistan carried on the same policies as their 
colonial forefathers. The elite had easy 
access to the best doctors in the country- 
all the main hospitals and health facilities 
,* 


were in the cities where the new ruling class 
lived (often in the same houses as vacated 
by the British). No significant attempt was 
made to indigenise medical and health prac¬ 
tices in the country as had been attempted 
in neighbouring India. Accreditations of 
medic^ schools in Pakistan to the mother 
country, Britain, continued, as did the type 
of ‘standards’ which were determined Brst 
by London and then by New York. The 
emphasis continued to be grandiose urban 
hospitals at the expense of basic health 
facilities in urban slums and in rural areas. 
With the free-martet being the prime mover 
in the health sector, access to adequate 
health facilities was determined solely by 
one’s income or class position, with second 
or even third rate governmental facilities 
provided to the masses at large. Thus today, 
the health system in Pakistan can be briefly 
described as follows: It is a highly in¬ 
equitable (in class and regional terms), 
western oriented, curative care model, one, 
which certainly does not fulfil the require¬ 
ments of a very great majority of the people 
of Pakistan. 

The overproduction crisis of the doctors 
has been an important result of the type of 
model described above. Government policy 
has emphasised the urban based curative 
care mt^el and thus there has mainly been 
a need for doctors who can effectively func¬ 
tion in the institutions that exist in the cities. 
At the same time, due to a lack of facilities 
outside the larger cities, the doctors them¬ 
selves have not offered to seek employment 
outside the main cities (also see following 
section). 

In addition, there have been some signifl- 
cant interventions in the normal evolu¬ 
tionary process of the health stmauie which 
have been responsible for aggravating the 
situation further. A nouble example is the 
record of the populist Bhutto government 
which held power from 1971 to 1977. 

The Bhutto government was swept to 
power through a wave of popular support 
in the elections of 1970. A very large section 
of the middle class (mostly urban) supported 
him in his campaign. He had to repay the 
middle class for their support and as he 
needed their continuing political support 
their demands were accept without much 
opposition. The opening up of new medical 
colleges was a very popular solution, appeas¬ 
ing the prospective doctors (who essoitially 
come from the middle class), and the public 
at large who were not able to see beyond the 
facade: In 1970, there were only six medical 
colleges in the country with an output of 900 
doctors. When Bhutto was overthrown in 
1977 the number of colleges had risen to 15 
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ftMadtig more than 3.500 doctors anmnUy. 
The f^onal distrihution of the colleges was 
also influenced by Bhutto’s own-ethnic 
background. Three of the new colleges were 
opened in the province to which Bhutto 
bdonged, and from where he had an almost 
assured following. This attempt to appease 
the populace by building medical colleges 
(and other facilities in the Bhutto era), at the 
expense of a logical and scientific analysis 
based on need, is illustrated in the follow¬ 
ing editorid from a leading daily: Tn some 
cases there was some haste in opening 
medical coUeges in towns that lacked the 
essential supportive base. But the social and 
political pressures behind such expansion 
have to be understood.^ 

Thus, brought in on a platform of 
populism, Bhutto pleased the middle classes 
by offering them the opportunity of becom¬ 
ing doctors and this guaranteed their (ex¬ 
pected) high social position. This option was 
very short-sighted as the Bhutto regime did 
not provide for the assimilation of the new 
doctors in the economy and in the health 
system. A number of hospitals were built in 
cities, but were not enough to incorporate 
the increased output from medical schools 
each year. With the miniscule health budget 
being spent on medical colleges, there was 
no money left over to build a supporting 
health infrastructure. Thus doctors had to 
fend for themselves, with the result that 
many were unable to find jobs. Even those 
who were willing to go to rural areas could 
not be accommodated as faciliti^ there were 
even more underdeveloped. 

The Bhutto regime is not solely to blame 
for the crisis, although it accentuated it. The 
philosophy on which the health model is 
based has been the main stumbling block. 
With little emphasis on building an inte¬ 
grated infrastructure to support the grow¬ 
ing number of doctors, the present crisis is 
a natural and expected outcome of the 


system. Thecrisis has erupted today, but its 
seeds were planted many decades ago. 

It is easy to offer straightforward simple 
solutions to solve the crisis. Firstly, the main 
stumbling block, the attitude of the existing 
government, must be removed. The govern¬ 
ment does not recognise the gravity of the 
problem and insisu that the situation is one 
of surplus and not of unemployment. If the 
government calls the number of doctors 
without jobs a ‘surplus’, this means that the 
government believes that there are already 
enough doctors in the country who can deal 
with the problems of the 90 million in¬ 
habitants of Pakistan. (This attitude is sup¬ 
ported by the suggestions by the government 
to the doctors; they tell them to go abroad 
and find employment in the Middle East!). 
This, by any stretch of the imagination is not 
the case and there is a real crying need for 
medical manpower in the country. Once the 
reality that these doctors are not a surplus, 
and the fact that the doctors, the (conomy 
and the masses are suffering, is comprehen¬ 
ded, initial steps can be taken to deal with 
this crisis. 

Eleven thousand is a very large number, 
and the government should be grateful for 
this ‘surplus’. They can use it to enhance 
their popularity and can use it for political 
gain. It is clear that the health status of the 
population is very poor. Thus the govern¬ 
ment can send doctors to urban slums and 
to the rural areas. Although facilities at 
present in these areas are very poor, the 
government can implement a crash pro¬ 
gramme and try to resolve the immediate 
pres.sure. It can also put to work its so-called 
“rcfcral chain” in the health cate system. It 
can post doctors not only at the most basic 
units in the system, but can also increase the 
number of doctors at higher levels in the 
chain, thus making referal a functional 
possibility. In urban areas, doctors can be 
posted at factories and in residential areas 


surrounding the mdustrial sites. Since not 
all the doctors need to be incorporated in 
the public sector, the government should 
offer loans to some doctors to set up their 
private clinics, giving easier terms to those 
who want to get out of the larger cities. 
Below, we present the economics of a scheme 
that will provide employment to all the 
unemployed doctors. 

The starting salary for a medical graduate^ 
after residency, in the public sector is only 
about Rs 2,300 per month. On the assump¬ 
tion that only two-thirds of the presently 
unemployed Oinoting future output) would 
be given employment in the public sector, 
the government would need to spend an 
additional Rs 17 million per month on 
salaries alone. This accounts for about a 
5 per cent increase in the health budget. The 
remaining one-third doctors should be pro¬ 
vided loans to set up their own clinics with 
special terms for rural areas. On the average 
if Rs 75,000 is provided per doctor, this 
would account for an additional Rs 272 
million, or 8 per cent of the existing health 
budget. For the 7,370 new doctors to be in¬ 
cluded in the public health sector, some 
facilities will have to be constructed as well. 
The larger urban hospitals are (still) heavily 
understaffed—the long queue in the out 
patient department in government hospitals 
in cities allows each doctor at best 60 
seconds with each patient! Thus a large 
number of the unemployed doctors can be 
absorbed without major construction costs. 
Say, if 3,370 doctors were given commission 
in existing facilities, that would leave, 4,000 
for whom some new facilities would be 
needed. 

The government has outlined its rural 
health programme on the following lines: 
Each Basic Health Unit (BHU) which serves 
about 8,000 inhabitants will have one doctor 
and 8 BHUs will require one Rural Health 
Centre (RHC) having three doctors in it.^ 


Table: Proouction and Employment of Doctors at Current Rates (1975-1990) 


Year 

Cumulative 
Stock of 
Doctors 
in Active 
Profession 

Annual 

Output 

Attrition 

Rate 

Employment 

Abroad 


Domestic Employment 


Cumulative Surplus Stock 

Public Sector 

Annual Cumulative 
Absorption Total 

Private Sector 
Annual Cumulative 
Absorption Total 

Annual 

Cumulative 

1975 

10.000 

680 

195 

700 

• — 

6,127 

— 

3,658 

— 

— 

1976 

9,785 

981 

209 

500 

150 

6,277 

32 

3,690 

— 

— 

1977 

9,967 

1,011 

214 

500 

180 

6,457 

117 

3,807 

_ 

__ 

1978 

10,264 

1,155 

221 

500 

260 

'6,717 

174 

3,981 

— 

— 

1979 

10,698 

1,133 

218 

500 

250 

6,967 

165 

4,146 


— 

1980 

11,113 

2,193 

287 

400 

419 

7,386 

500 

4,646 

557 

557 

1981 

12,619 

3,552 

377 

400 

414 

7,800 

500 

5,146 

1,891 

2,448 

1982 

15,394 

4 000 

405 

350 

500 

8,300 

500 

5,646 

2,245 

4,693 

1983 

18,639 

4,000 

403 

350 

500 

8,800 

500 

6,146 

2,247 

6,940 

1984 

21,886 

4,000 

401 

300 

500 

9,300 

500 

6,646 

2,299 

9,239 

1985 

25,185 

4,000 

399 

300 

500 

9,800 

500 

7,146 

2,301 

11,540 

1986 

28,486 

4,000 

397 

250 

500 

10,300 

500 

7,646 

2,353 

13,893 

1987 

31,839 

4,000 

395 

250 

500 

10,800 

500 

8,146 

2,355 

16.248 

1988 

35,194 

4,000 

394 

200 

500 

11,300 

500 

8,646 

2,406 

18,654 

1989 

38,600 

4,000 

392 

100 

500 

11,800 

500 

9,146 

2,508 

21,162 

1990 

42.108 

4,000 

390 

— 

500 

12,300 

500 

9,646 

2,610 

23,770 


Assumptions: I Annual absorption capacity of health sector from 1982 is 1,000; 500 in public sector and 500 in private sector. 

2 Employment abroad has been progressively reduced to zero by 1990, as in-coming and out-going will be the same. 

3 Attrition Rate; (i) 0.5 per cent death rate on the annual production. 

(ii) 20-25 per cent of female doctors produced annually are lost from the profession on account of marriage. 

(iii) 1.5 per cent attrition rate on stock in 1975 because of death and retirement from active profession. 

Source: (}amanil Ulam Committee; “Report on Health Care and Employment of Doctors’’, Islamabad, January 1982. 
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Now given over 4,000 unemployed doctors, 
the number of facilities based on this ratio 
needed to absorb the doctors would be: 360 
RHCs and about 2880 BHUs. The cost of 
constructing an RHC is Rs 2.S million, and 
that of a BHU about Rs 1 million. This gives 
us a construction costs of Rs 3.8 billion. The 
recurring cost for each BHU is Rs 171.600 
per year and for a RHC Rs 424,600. Thus 
the total annual running cost for the new 
facilities is Rs 647 million.^ 

Thus the (approximate) immediate addi¬ 
tional cost to the government in the health 
sector would be Rs 4.93 billion, or an 
additional 1 per cent of GNP. Thus to 
launch a major programme that would not 
only provide employment to the 11,000 
doctors but would also provide health care 
to at least an additional 24 million rural 
inhabitants—26 per cent of the total 
population—it would require a meagre 1.8 
per cent of GNP in the first year. This would 
fall as the construction rate will be much 
lower in subsequent years. This sum should 
also account for improved urban health care 
units as government hospitals will have more 
doctors in attendance. 

Less than 2 per cent of GNP is a very 
small Hgure for health care compared to 
what some other UDCs spend. If the govern¬ 
ment does spend this money, it would have 
pulled on a major coup and made a great 
deal of syinpathi.sers amongst the dis¬ 
contented doctors and population. It would 
also provide health cate for a large number 
of people in the country. 

The above solutions are apparently very 
straightforward. However, they took good 
only on paper and when one is faced with 
the realities of Pakistan today, the situation 
is very different. Even these simple and 
straightforward solutions cannot be con¬ 
sidered without the numerous ‘class con¬ 
straints' and priorities of the government. 

Not even the basic first step towards 
understanding and solving the crisis has 
been taken—the government still persists in 
treating the doctors as a ‘surplus’. Secondly, 
a major problem in a class-ridden un¬ 
democratic dicutorial set up like Pakistan 
is that since the generals and their accom¬ 
plices in power are unaccountable to the 
people, they (a) need not really care about 
the doctors on humanitarian grounds and 
thus do not need to appease them, (b) do 
not have to provide health care to ^1 the 
people as they are not really interested in the 
welfare of the people, (c) do not have to 
worry about the doctors as a political threat 
u the unemployed doctors have not been 
able to organise themselves and come 
forward as a political force and (d) the sons 
and daughters of the generals, bureaucrats 
and landed and industrial elites are not faced 
with the problems of unemployment as the 
influential po.sition of their fathers can, 
through their contacts, arrange for adequate 
employment, in other words, the problem 
of the 11,000 doctors in Pakistan, is not the 
problem of the ruling elite, and thus the 
government is faced with no real urgency in 
pto^iduu employment to the doctors. 

liMaBer, as far as the government is con- 
cenM^Mre is a major financial constraint 
UMtflliiu well. No government has spent 


more than L) per cent of the GNP on health 
care in Pakistan. From a high in 1975-76, 
the ratio has consistently been falling and 
was 0.8 per cent in 1981-82 and 0.7 pet cent 
in 1984-8S. (The fact that this miniscule 
amount is mis-speni in favour of prestige 
projects in provincial capitals should not be 
overlooked). Thus it is unlikely that the 
government would even consider spending 
this amount as it keeps on grumbling about 
‘scarce resources’. Furthermore, there are 
even more problems involved. 

Since the problem of the unemployed 
doctors is structural, our reformist measures 
outlined above may not solve the problem 
permanently. Moreover, how will the 4,000 
doctors to be discharged in the next year be 
treated? Where will they go? Given the fact 
that the crises arose out of a distorted health 
and medical programme (both educational 
and locational) the cure must be found there 
so as to remove the disease permanently. 

An urban-based, hospital oriented, 
curative, top-down model of health care with 
its emphasis on doctors is not the ideal set¬ 
up for a UlXr like Pakistan. What this coun¬ 
try, like most other UDCs needs, is a 
primary health, preventive programme in 
which doctors are trained with the re¬ 
quirements of that particular society, with 
the treatment of disea.se emanating from the 
given social, economic and cultural condi¬ 
tions. These countries need to emphasise 
their rural health programmes. They need 
to thoroughly restructure the educational, 
locational and most importantly, ideological 
component of their health programmes. In 
short they need nothing less than a revolu¬ 
tion in health care. 

In a class ridden society, the ruling class 
largely determines the allocation of resources 
within that society. It determines priorities 
in the health sector, and depending on its 
control and influence, it dictates its terms. 
The ruling class wants doctors who can serve 
them first, and if any arc left over, they can 
then deal with the rest of the population. 
The elite desire well-trained specialists who 
have access to, and make use of, the ‘best 
and latest’ techniques from the developed 
countries. The diseases of the elite are more 
akin to those of their cousins in the 
developed countries. They have very little in 
common with the millions in their own 
country who live in conditions of poverty 
and squalor and thus their diseases are also 
significantly different. In short, the rich 
want a certain type of doctor and certain 
type of health system. Any recommenda¬ 
tions for change which changes the ‘rich- 
bias’ of the system, will Hnd considerable 
resistance. The elite will not readily adopt 
a health care system which undermines their 
interests, and thus a prerequisite for an 
equitable and appropriate health care system 
may be the removal of the ruling elite itself. 
History repeatedly shows that small changes 
will be made by staying within the class 
system prevalent in peripheral UDCs, but 
structural changes which remove the ‘disease’ 
totally tuke place only after the dcmocratisa- 
tion and structural transformation of 
society. . 

The inappropriate health care model in 
Pakistan hiu result^ in an overproduction 
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crins of doctors in the country. Thoe ate 
rqrorted to be at least 11,000 unemployed 
doctors in the country today, and with 4,000 
graduating each year, the numbers show no 
sign of receding. The current crisis can be 
solved with an immediate doubting of the 
health budget and at least the existing 
‘surplus’ can be absorbed. However, the 
unemployment problem is not that of the 
ruling class who, at least in Pakistan, are 
unaccountable to the people and thus for 
them, it is not a matter to be dealt with 
urgently. At the same time doctms’ organisa¬ 
tions have not applied any significant 
pressure on the government, and thus the 
government has had no reason to be con¬ 
cerned. They are playing a game of wait- 
and-see. 

Even if the government today, prompted 
by common sense, decided to take the rele¬ 
vant steps to accommodate the doctors 
(which would result, in an increase in the 
government’s popularity) the crisis would 
re-emerge in a few years. The causes of the 
overproduction crisis have their roots in the 
class system in peripheral UDCs where the 
ruling class determines and fulfils its own 
priorities. In undemocratic and dictatorial 
regimes even less concern is shown towards 
the people than in countries which have 
some semblance of participation. To bring 
about structural changes in the health system 
and to tran.sform it to one based on equity, 
would require some structural changes in the 
class system as well. Living within the pre- 
.sent class system in Pakistan, one can at best 
hope for a temporary respite in the crisis, 
with some attempt by fhe government to 
intervene. But, given the fact that the crisis 
has been brewing since 1981, and no action 
has been taken, we are forced to believe that 
nothing much will happen unless the ruling 
classes and the government feel threatened 
themselves. 

Notes 

1 Daily Dawn, Karachi, October 23, 1985. 

2 Daily Jang, Karachi, October 28, 1985. 

3 Daily Dawn, Karachi, December 8, 1981. 

4 According to the government, a BHU is a 
unit which “delivers responsible and com¬ 
prehensive^’ health care primarily to village 
communities. Each BHU is said to cater to 
a population of from 5-10,000. A RHC will 
link 5 to 10 BHUs and will deliver more 
sophisticated care and will also have the 
facility of beds. 

5 These figures axe calculated from various 
government souices, the primary sources 
being the government of Pakistan (1978). 
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Keynesian Economics and Under-Developed 

Countries Again 


THIS postscript (as 1 have called it) has 
reference to my paper on ‘Keynesian 
Economics and Under-Developed Countries 
Again’ (£Piy. September 19). The purpose 
of the postscript is to clear up a matter con¬ 
cerning the diagram wtuch I have u.sed in the 
paper (p 1602), to show how it is related to 
a diagram which was in the background of 
my 19S4-paper on the .same subject,' and to 
which there are references in the earlier part 
of the 1987 paper. 1 am anxious to remove 
a possible confusion due to the fact that I 
allowed myself in the paper to switch on 
from one diagram to the other without war¬ 
ning. This I detected after I had sent off the 
paper to the editor. 

The diagram that forms the background 
of my 19S4-paper I would call the ’Ricar¬ 
dian diagram’, for I had derived it from 
Ricardo.^ in the Ricardian diagram, real 
wage per unit of labour is represented on the 
vertical axis and the supply of labour is 
represented on the horizontal axis. Since 
labour is assumed to be abundant in rela¬ 
tion to capital (including land), the supply 
of labour is shown to be perfectly elastic at 
the given wage. The supply curve of labour 
is thus represented as a straight line parallel 
to the horizontal axis, its height being shown 
to be equal to the minimum subsistence of 
a unit of labour. The demand curve of 
labour is shown as a downward sloping 
line—again in conformity to the Ricardian 
doctrine of diminishing (marginal) returns; 
1 take capital (including land) to be fixed and 
labour as the only variable factor, unlike 
Ricardo who took land as the fixed factor 
and allowed capital and labour (in a fixed 
proportion) to vary. Employment of labour 
is in equilibrium when the demand curve 
intersects the supply curve of labour. In 
equilibrium there is no ‘involuntary un¬ 
employment’, as Keynes defines it; the 
marginal utility of wage to labour is equal 
to its marginal disutility. I assume that the 
horizontal supply curve of labour stretches 
beyond the equilibrium point, thus sug¬ 
gesting that some labour remains un¬ 
employed even though there is ‘full employ¬ 
ment’ in-the Keynesian sense. Here again, 
unlike Ricardo, I allow the unemployed 
labourers to survive, even though under 
precarious conditions. I thought that this 
more or less resembled the state of things 
in an under-developed country. To achieve 
fuller employment therefore what was 
needed, technology remaining the same, was 
to increase the supply of capital, so that the 
demand curve of labour could shift to the 
right. The solution of the problem of un¬ 
employment in an under-developed country, 
I argued, is thus ‘classical’ and not 


A Postscript 

A K Oasgupta 

Keynesian. 

in my 1987 paper, to which this postscript 
relates, I used a diagram which 1 would call 
the ‘Keynesian diagram’. In it, as in the other 
diagram, I measure labour (or ‘employment’, 
as Keynes would call it to highlight the pur¬ 
pose of his enquiry) along the horizontal 
axis. However, on the vertical axis, follow¬ 
ing Keynes, 1 measure the ‘proceeds’ from 
the sale of output which would just induce 
the entrepreneurs to take on an additional 
unit of labour.’ The ‘proceeds’ include 
wage per unit of labour employed and also 
normal profit associated with the employ¬ 
ment of a unit of labour. They constitute 
what I call the ‘cost of employment'^ and 
are measured in money. I did not draw the 
demand curve, for I did not need it.^ My 
object was primarily to show how the 
available stock of capital in the economy acts 
as a constraint on employment and how, in 
an under-developed economy where capital 
is short relatively to labour, the capacity of 
existing equipment becomes exhausted 
b^ore the available labour is fully employed. 

For ready reference 1 place the two 
diagrams side by side here. 

Both the diagrams are supposed to exhibit 
the conditions of an under-developed 
economy, in the Ricardian diagram (Fig I) 
Ow measures that real wage (minimum sub¬ 
sistence) per unit of labour, and the horizon¬ 
tal line ww' represents the supply curve of 
labour; the supply of labour is assumed to 
be perfectly elastic up to w', which is 
vertically above A. The demand curve of 
labour, DD', intersects the supply curve at 
E. The available supply of labour is OA. But 
in equilibrium, given the capital stock, only 
OL amount of labour is employed; LA 
amount of labour remains unemployed. If 
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the capital stock were increased, the new 
demand curve, say dd', would intersect ww ’ 
at a point to the right of E, say E'. Draw 
E'L' perpendicular to the horizontal axis. 
The total employment then is OL', LL' be¬ 
ing the amount by which employment is 
increased. Push the supply of capital fuiither 
so that the demand curve moves up further 
and passes through a point above w', and 
you are in the so-called ‘neo-classical’ wcvld, 
or, as one might say, in the Smithian ‘pro¬ 
gressive state’, where the rate of accumula¬ 
tion exceeds the rate of population growth, 
thus making labour ‘scarce’. 

In the Keynesian diagram (Fig 2), the 
.same phenomenon is exhibited, though in 
a different form. Special attention is given 
here to capacity utilisation. As in the other 
diagram, labour (or employment) is measu¬ 
red along the horizontal axis—I use Keynes’s 
symbols, N and N', instead of 1. and L', as 
I did in the original paper. SS', however, 
represents not the supply curve of labour, 
as 1 defined it above, but Keynes’s ‘supply 
function’; OS measures the ‘cost of employ¬ 
ment’, which includes normal profit, besides 
wage. For under-developed economies I 
assume, as before, that the real wage rate is 
held constant at minimum subsistence, the 
money wage rate being adjusted to prices of 
wage-goods accordingly. 1 prefer to measure 
cost of employment in money, not in Keyne¬ 
sian ‘wage-units’, in order that a rise in 
money wages could be seen as raising the 
SS '-curve. 

At T where the given capital equipment 
is not efficiently utilised, employment is ON, 
TN being drawn perpendicular to the hori¬ 
zontal axis; at this point we have ‘optimum’ 
employment, as I would prefer to call it. If, 
as we assume, OF is the available supply of 
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labour, NF amount of labour remains un- 
emplo^. If the utilisation of capital equip¬ 
ment were pushed to the maximum, say up 
to M, employment would increase by NN'. 
ON' would thus be the maximum possible 
employment. However, any increase in 
employment beyond T would result in a rise 
of prices, for the cost of employment would 
increase due to diminishing returns. Con¬ 
sequently the money wage rate also would 
have to be allowed to rise if real wages were 
to be kept constant at subsistence level.^ 
Employment can thus be pushed up to ON' 
only by letting in a price-wage spiral. Full 
employment is out of reach anyway; MS', 
by hypothesis, is vertical, and it lies to the 
left of FF'. 

With an addition to capital equipment, 
however, ST is extended and the supply cui vc 
of employment shifts bodily to the right. 
Conditions are thus created for the ‘opti¬ 
mum* employment of labour to increase. 
Further, if capital equipment becomes so 
large relatively to labour that ST bumps 


against FF', wK^flnd ourselves in the world 
of labour scardty and rising real wages. It 
is in such a world, let us remind ourselves, 
Chat there eventually arises the possibility, 
due to falling marginal efficiency of capital 
and falling marginal propensity to consume, 
of a deficiency of effective demand and 
involuntary unemployment of the Keynesian 
variety. 

Clearly then, the two diagrams tell the 
same story, though in different forms. Thus 
whereas in the Ricardian diagram an in¬ 
crease in capital equipment shifts the 
demand curve of labour, DD', to the right, 
in the Keynesian diagram it shifts the supply- 
curve of employment, SS', to the right. 
There is, howevci, no contradiction here. The 
supply curve of employment, drawn in the 
Keynesian way, is conceived in terms of the 
entrepreneurs’ willingness to employ labour. 
This of course is not to l>c confused with the 
supply curve of labour in the traditional 
Ricardian diagram, which is conceived in 
terms of the labourers’ willingness to offer 


labour for employment. The fontier has 

indeed v^ much the character of a demand 

curve for labour. 

Notes 

1 ‘Keynesian Economics and Under-Developed 
Countries’, Economic H-'eekly, January 1954. 

2 This indeed is the diagram which has been 
made familiar to economists by Arthur Lewis 
(see his ‘Economic Development with 
Unlimited Supply of Labour’, Manchester 
School, May 1954). 

3 Unlike Keynes 1 take average proceeds, not 
total proceeds from employment. 

4 This may also be looked upon as tost of pro¬ 
duction’ of the corresponding output. 

5 I assume that our Under-Developed Coun¬ 
tries do not suffer from demand deficiency. 

6 For a fuller interpretation of the Keynesian 
diagram, see ‘Keynesian Economic and 
Under-Developed Countries Again’ (EPW, 
opcit. Section V, p 1605). Oddly enough, the 
printer, doubtless inadvertently, placed the 
diagram under Section 11 of the paper instead 
of under Section V where indeed it belonged. 


AN IMPORTANT CHANGE IN 

iwfomeTMnaw 


Please do not sive mtsleading and evasive statements durins search operation 
of the Income Tax Department. It may land you in more trouble. 

Avail of the concession siven by Taxation Laws (Amendment and Miscellaneous 
Provisions) Act, 1986 which provides that 

if durins the course of the search you make a statement U/S 132(4) of the 
I.T>kct/37A(4) of the W.T^ket that 

any money, bullion, jewellery or any other article or thins found in your 
possession or control 

has been acquired out of your income/wealth which has not been declared so 

far in your return of income/wealth to be furnished u/s 139(1)/14(1) within 

the time allowed under the law . 

and 

also specify in your statement how you derived such income or assets, 

and 


pay income/wealth tax and interest, if any, thereon 


then, 

no penalty for concealment will be levied as per Explanation 5 to Section 
271 (1) of the Income Tax Act or Explanation 5 to Section 18 of the Wealth Tax 


Act. 


So better nMke a clean breast of the vrhole 
thing before the conclusion of the search to 
avoid penal consequences. 


INCOME TAX 
DEPARTMENT 
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D.I.(R.S & P R.) 
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DISCUSSION 


Social Forestry in Karnataka 

S Shyam Sunder 
S Parameawarappa 


WE refer to the article ‘Social Forestry in 
Karnataka: An Impact Analysis’ (EPM^, 
June 13. 1987). This article has criticised the 
social forestry programme of the department 
based on the grounds that: It is oriented to 
favour the industry, more particularly the 
rayon grade pulp unit through propagation 
of eucalyptus; the findings of the Bureau of 
Economics and Statistics of the state con¬ 
firms that 97 per cent of the eucalyptus 
grown in Kolar district U sold to the industry 
whereas social forestry implies growing of 
trees producing mulch, fodder, fruits and 
firewood; that additionally, in the depart¬ 
mental plantations only eucalyptus is seen 
being raised for benefiting the industry, that 
the concept of joint sector undertaking has 
been mooted at the instance of Harihar 
Poly fibers to raise eucalyptus, for which 
areas in the high rainfall zone in the two 
districts are committed and from where, the 
poor cultivating the areas including project 
evacuees resettled are being removed. As pro¬ 
jected, if true, we deserve condemnation. 

The projections made are partly the result 
of ignorance of the government’s policies 
partly due to jumbling up of issues and 
partly the result of dubious method of pro¬ 
jecting what is in conformity with the 
foregone conclusions of the authors and 
leaving out the rest. 

One of the authors of the present report 
was the accredited guide for two earlier 
reports “Social, Economic and Ecological 
Impact of Social Forestry in Kolar’’ (1981) 
and “Ecological Audit of Eucalyptus 
Cultivation” (1985) which had built up their 
findings, sentence by sentence, on falsehoods 
to malign the forest departments in the 
country and destroy the afforestation pro¬ 
gramme A few specimens are touched upon 
below. 

Springing a charge on the forester that he 
had formulated the social forestry pro¬ 
gramme to support an industry would be 
more convincing to a reader if it is brought 
out that this is a habit which had com¬ 
menced more than a century back, or bet¬ 
ter still, the reservation of forests was itself 
only for this purpose. Thus, Vandana Shiva 
and Bandyopadhyaya, the authors of the 
earlier two reports, wrote that the forests in 
the country during 18S0s were in a superb 
condition (with our heritage of ashrams and 
worshiping of nature), but with reservation 
of 9/10 of a block of forests, leaving merely 
1/10 for the villagers to exercise their 
privileges, the latter got denuded, not being 
able to sustain the increased demand, and 
the former was destroyed in stages due to 
unscientific forestry and the forester/ 
industry/smuggler/politician combine. Any 


basis for these surmises? None 

It was the description of the smoke-filled 
skies during the summer months in a 
forested district of a surgeon in 1848 that 
prompted a scientific association in Britain 
to suggest reservation of forests for protec¬ 
tion “(Forests of India’’ by Sir Dietrich 
Brandis, 1897 and “Forests of India” 
Volumes 1 to 1 by E B Stebbing, 1921). The 
areas left aside for the rural people’s enjoy¬ 
ment as privilege area on an average was 
more than double the area reserved. These 
were the district forests, gomals, paisaries, 
minor forests, wastelands, etc, different from 
but in addition to the private privilege areas 
like bane, betta, soppina betta, kumki, etc, 
which were appendages to agricultural fields. 
The extent of the community privilege areas 
vis-a-vis areas reserved in some of the forest 
divisions in Karnataka (as culled out from 
‘C’ forms 60 to l(X) years old) are noted in 
Ikble 1. Please note the scale of exaggeration 
adopted by Shiva and Bandyopadhyay—1800 
per cent. They chose to close their eyes to 
the wholesale conversion of the forests 
designated as privilege areas to agriculture 
(43 million hectares between 1951 and 1976) 
and the pressure of the increased human 
population (300 per cent) and cattle popula¬ 
tion (75 per cent) since reservation. 

Moving next to the subject of social 
forestry they narrated that the rayon pulp 
plant of the Birlas was very highly subsidised 
by the government with the supply of 
eucalyptus at R$ 24 a tonne, a throwaway 
price, and to meet their ever increasing 
demand eucalyptus was promoted through 
social forestry by supplying its seedlings free; 
its cultivation while being of no use to the 
people, had resulted in diverting the ragi area 
leading to a crash in its production and 
doubling of its price in two years; as a con¬ 
sequence the p6or got decimated and in their 
hunger throes, live as they had to and had 
taken to poaching in the forests only to be 
killed at the hands of the foresters. Once this 
pathetic tale touched the hearts of the 
readers thereafter, they accepted the descrip¬ 
tion of eucalyptus as a wild, wicked, 
poisonous tree. What a dramatic build up! 

Let us analyse each one of these surmises. 
In 1981 when the report “Social, Economic 
and Ecological Impact of Social Forestry in 
Kolar” was published, the rate of supply of 
eucalyptus was Rs 205 per tonne “on stan¬ 
ding basis”, later increased to Rs 264 
retrospectively and in 1985, when the second 
report came out it was Rs 385 per toim& The 
increases in rates were effected abrogating 
the rates entered into in the agreements after 
amending the State Forest Act. At this suge 
a government company producing newsprint 


was charged 50 per cent of the rate applied 
to Harihar Polyfibers and the eucalyptus 
supplied to the people was at 60 per cent of 
the rate charged to the private industry. )fet, 
repeatedly the reports expressed that the in¬ 
dustry of the Birlas was being subsidised. 

The reports narrated ad nauseam that 
eucalyptus seedlings were supplied to the 
people free inferring that seedlings of all 
other species were charged. False. Seedlings 
of ail species were and are supplied free. 
Crores of seedlings of miscellaneous fruits, 
fodder and mulch-yielding species were and 
are being raised for free supply. 

The industrial thrust on the market forces 
was foisted by Shiva and Bandyopadhyay 
by claiming that eucalyptus was fetching 
Rs 50 to Rs 100 per tonne more than 
casuarina though the latter was useful as 
pole and firewood. False. Eucalyptus is also 
good as pole and firewood, but casuarina 
being better was and is fetching Rs 50 to 
Rs 100 more per tonne. But how many 
readers will go buying eucalyptus or 
casuarina poles and know their price? 

That the ragi production had crashed, the 
report said. This was sought to be proved 
by joining two points on a graph, the higher 
point representing the production of ragi in 
a year prior to social forestry and the other, 
that of 1980. The points in between represen¬ 
ting fluctuations in the ragi production in 
the intervening years did not find place in 
the graph. The fact that 1980 was a severe 
drought year was left out as unimportant. 


Table A 


Year 

Area in 
Hectare 

Production 
in Tonnes 

1975-76 

1,26,648 

1,61,880 

1976-77 

1,26,315 

1,46,752 

1977-78 

' 1.41,772 

1,75,195 

1978-79 

1,46,861 

1,65,174 

1979-80 

1,40,862 

98,909 

1980-81 

1,15,381 

40,513 

1981-82 

1,43,165 

1,06,428 

1982-83 

1,23,578 

49,145 

1983-84 

1,37,625 

1,00,183 

1984-85 

1,29,784 

1,17,705 

Source: 

Directorate of Economics and 
Statistics, Bangalore. 

Table B; Retail Price in Rupees 
(Annual average) 


Rice (Fine) 

Ragi 

1979 

2.25 

1.00 

1980 

2.42 

1.19 

1981 

2.95 

1.82 

1982 

3.46 

1.66 

1983 

3.85 

1.86 

1984 

4.33 

1.92 

1985 

4.36 

2.03 

1986 

5.00 

2.10 


Source: Directorate of Economics and 
Statistics, Bangalore. 
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The report of 1983 stops at the ragi yield of 
1980 because the figures of ragi production 
thereafter were embarrassingly high. The 
ragi production in Kolar from 1975-76 to 
1984-85 are given in Ihble A. 

The low yield projected was bad enough. 
But the sentiment of the reader would be 
touched more by narrating that ragi was 
taken away from the hearths of the poor. 
Hence the report claimed that the price of 
ragi had doubled in two years which brought 
forth mournful protests from readers round 
the world. The rise in price of ragi and rice 
in Kolar (the latter not affected by .social 
forestry) during the last few years' are noted 
in Thble B. 

Bad enough, how much more heart¬ 
rending it would be if the poor, in their 
decimated condition were shown as being 
compelled to enter the forests to collect 
whatever they could sell to eke out a live¬ 
lihood, get killed at the hands of the 
forester! This was rendered by describing an 
incident in which in a confrontation with the 
foresters one person was shot dead. The 
incident described had, however, taken place 
in a teak and rosewood forest, 350 km away 
from Kolar, and where there was neither 
social forestry nor eucalyptus but pertained 
to apprehending a set of armed smugglers. 

If the first report of 1981 ascribed most 
of the wicked qualities of eucalyptus because 
of its fast rate of growth, the .second reporl 
while continuing with the vilification of its 
qualities pooh-poohed even its rate of 
growth. The reporl said that through social 
forestry eucalyptus was propagated onlj 
because of its use for the industry, as accor¬ 
ding to it, there were several species including 
teak which had very much faster growths but 
were not supported by the forest department 
in Kolar. Rates of growth of the several 
species were spelled out quoting a large 
number of scientific publications, which 
made a critic gasp at the intensity of research 
which had gone into the subject at the hands 
of the authors. Yes, the rate of growth of the 
iipecies described were superior to that of 
eucalyptus, but where? In the drought-prone 
zone in the degraded soil at its terminal 
stage? In the marginal lands under rain-fed 
agriculture, in the dtought-prone zone? No. 
the fast rates of growth are in the best of 
forests, with better soils, receiving 3 to 8 
times the rainfall. Is not the igloo of 
Eskimos with ice-blocks the best of con¬ 
structions not needing cement, steel or 
wood? Why are the engineers instead sug¬ 
gesting concrete structures for Delhi? Is it 
not for supporting the cement industry? The 
simple fact that igloos won't survive the 
tropical sun is a minor matter. Misquoting 
and quoting out of context were practised 
to perfection. A N Chaturvedi wrote to 
Bandyopadhyay “You are misquoting me 
and taking sentences out of context. This is 
not ethically correct.” But how many Would 
know it? 

We can go on and on. These reports and 
their stories have gone round the world, 
disillusioned some of the donor agencies 


supporting sodial forestry, brougiit in a fear 
psychosis of eucalyptus in the villagers. 

Jaundiced View of Farm Forestry 

The report ‘Social Forestry in 
Karnataka~An Impact Analysis’ is no dif¬ 
ferent. The paper professes to be an impact 
analysis of social forestry while in reality it 
has dealt with one segment of one item of 
social forestry, viz, farm forestry in a jaun¬ 
diced way. The extensive fodder species plan¬ 
tations raised in gomal lands, fuel wood 
plantations in degraded reveune lands trans¬ 
ferred to the forest department, small timber, 
fuel wood and fodder plantations in fore¬ 
shore areas and bamboo plantations raised 
under social forestry have not found any 
place. Nor is there one sentence about the 
crores of seedlings of miscellaneous species 
distributed free to the public. Why? Because 
it is not in tune with the chosen melody. 

The report has narrated that industries are 
one of the main causes of destruction of 
forests and not the rural people as the latter 
“largely depend upon agro-waste for fuel”. 
It speaks of the departmental plantations 
being monocultures of eucalyptus, the Forest 
Development Corporation raising planta¬ 
tions of eucalyptus and not being satisfied 
with this, to meet the needs of the Birla unit, 
the department going in tor the joint sector 
undertaking to grow eucalyptus in two heavy 
rainfall district.s for which the poor culti¬ 
vators including the project evacuees reset¬ 
tled are being vacated. It has used the data 
of the Bureau of Economic and Statistics to 
the effect that 97 per cent ol eucalyptus 
grown has been sold in Kolar to Harihar 
Polyfibers, leaving only 3 per cent for self¬ 
consumption which would prove that social 
forestry had not benefited the farmer. It has 
asserted that the cultivation of eucalyptus 


was by the rich, but the poor farmets 
“desisting from planting eucalyptus, thdr 
tiny patch of land being far too precious to 
be diverted from raising staple grain for their 
family needs” were now compelled to grow 
eucalyptus as their land is w^ged between 
those of the rich. Ikble 5 of the report 
indicates that holdings between 5 and 10 
acres account for 50 per cent of eucalyptus 
planting. Can we call a farmer of 5-10 acres 
holding in a dry zone a rich farmer? Instead 
what it suggests is, it is the small and 
marginal farmers, who have taken to 
eucalyptus in a big way. The report has made 
out that Shivaram Karanth, the doyen of 
Kannada literature and a Jnanapeet Aivard 
winner has raised his protest on the subject. 

These, if true, are no less disturbing than 
made out by Shiva and Bandyopadhyay. 
The authors have cited two examples of in¬ 
dustries destroying forests. They have nar¬ 
rated that the My.sore Iron and Steel Ltd has 
been the cause of di.sappearance or thinning 
of forests in Shimoga and Chickmagalur 
di.stricts. It is true that the forests in 
Chickmagalur and Shimoga have suffered 
due to charcoal ptoduction for Mysore Iron 
and Steel l.td, for use as fuel from 1930$ to 
1970s. This was stopped by the forest depart- 
ineni in the 70s by reducing the supplies in 
stages over five years to nil. It is a pity that 
when the foresters were fighting out the issue 
with the industry there were none to support 
them; not the authors who were then 
decorating national and international scenes 
either; but now the charge is foisted on the 
forester. 

It is mentioned in the article that bamboo 
has become scarce, on account of the in¬ 
satiable demand of the paper mills. The 
demand of the paper mills for bamboo in 
the state is 0.2S million tonnes. The area of 
forests which had or has bamboo is over I 


Tabu 1; F.MSNroi tiovi rnml.nt 1.am> Exr i not i> i-rom Rrsr rvmion 


Name of the Division 


Area Constituted 
as Reserve F'orests 
(acres) 

Extent of Oovernment land 
ill the Concerned Villages 
Excluded from Re.servation 
for Exercise of Privileges 
and Concessions (acres) 

Chamarajnagar 


19,027 

76,269 

My.sore 


.sy.hSl 

86,140 

Kodagu 


3.25,419 

4,72,305 

Hunsur 


23.970 

21,777 

Mandya 


14,027 

64,639 

Bangalore 


75,283 

2,92,838 

Koppa 


1,49.980 

1,95,737 

Cadag 


1,37,050 

3.49,265 

Dharwad 


67,272 

1,13,075 

Bcigaum 


55,060 

65,398 

Gokak 


55,482 

70.175 

Bagalkot 


13,967 

1,19,525 

Honnavar* 


2,69,130 

97.330 

Shimoga 


98,316 

2,06,545 

Sugar 


2,70,900 

4,09,635 

Bhadravati 


73,444 

1,50,222 

Tlimkur 


66,372 

2,47,253 

Kolar 


81,722 

88,997 

Chitradurga 


1,15,854 

1,51,627 


* Honnavar in Utiara Kannada l^istrict regarded as a forest district which had very sparse popula¬ 
tion during the end of 19th century is an exception. 

It 
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million ha in Karnauka. The yield of 
bamboo per hectare per annum in its natural 
areas of occurrence varies from 0.7S tonnes 
to 3.7j tonnes. Even at the lowest figures of 
0.73 tonnes per hectare per annum, the yield 
should have been 0.75 million tonnes per an¬ 
num, against which today it is around 60,000 
tonnes. Where has the bamboo gone? Can 
the two mills of which one belongs to the 
government be the cause? Cause of non¬ 
availability of bamboo today is no different 
from what is happening to the regeneration 
of other species in the forests. It is the cattle 
and forest fires. 

Bamboo seeds gregariously and dies. It 
seeds profusely and in 2 to 3 years the new 
regeneration forms a mat on the forest floor 
if fully protected. Bamboo is after ail a 
species of grass and it is as luscious as grass 
at this stage for the cattle: The new regenera¬ 
tion is wiped out with the unregulated graz¬ 
ing and what survives, are clumps seen now 
in very much smaller numbers. Pew other 
seedlings manage to survive the first two to 
three years and put on rhyzomes. But each 
year the new shoots put forth are browsed. 
In such an area if 100 per cent protection 
is given within 'two to three years bamboo 
will reform an impenetrable mass in a good 
rainfall zone. This can now be seen in the 
100 per cent protected regeneration areas in 
Uttara Kannada district. 

In Uttara Kannada district, the West 
Coast Paper Mills did fence around 30,000 
hectares of forests after the bamboo .seeding 
had taken place in the 60s at a very heavy 
cost. But there was a hue and cry that the 
needs of the local people and their cattle 
cannot be sacrificed at the alter of an 
Industry. The fence was removed and the 
cattle did the rest. 

It is not for us, foresters, to decide on the 
desirability or otherwise of having wood 
based industries. Plywood industry replaces 
five times the wood if u.sed in the round 
form, by increasing its life, improving its 
strength, and extended spread due to peel¬ 
ing. Paper is considered today to be a basic 
requirement. If an acre under cotton pro¬ 
duces 65 kg of floss an acre of eucalyptus 
helps to produce 500 kg of rayon floss, a 
replacement for cotton. It is for the govern¬ 
ments to decide—but when the industries are 
permitted to be established blaming the 
forester is unjust. 

A comparison between Sweden and India 
is brought out in Ihble 2 to note the posi¬ 
tion of the forest based industries in the two 
countries. Sweden is green while India has 
175 million hectares of denuded waste land. 

The real cause of the destruction of forests 


is the use of wood as a source of fuel by the 
huge population in India. It is estimated that 
if the total consumption of non-commercial 
fuel consisting of Hrmood, agricultural 
waste and cow-dung equals the commercial 
fuel consisting of oil, coal and electricity 
from all sources. 65 per cent of the former 
is firewood. 

The International Forest Science Con¬ 
sultancy, Edinburg, has brought out that 
total wood consumption by end use in 1984 
in India was as follows: 


India (in M^) 

Fueiwood 

33,60,00,000 

Poles 

90,00,000 

Swan logs 

1,83,00,000 

Veneer logs 

11,00,000 

Pulpwood 

60,00,000 

Miscellaneous 

7,00,000 

Total 

37,11,00,000 


This would imply that 90.5 per cent of the 
wood produced ends up as firewood. 

In Karnataka the firewood consumed is 
put varyingly at 8 million to 11 million 
tonnes per annum. The deficit that is facing 
us today is more than four million tonnes 
and the gap is expected to increase to 8 
million tonnes by 1990. As against this the 
current supplies to the plywood and match- 
wood industries is 35,000 tonnes and to the 
paper and pulp industries it is two lakh 
tonnes. 

Social forestry programme supports 
growing of crores of seedlings of miscel¬ 
laneous species yielding whatever has been 
enumerated in the article. But what has hap¬ 
pened to the trees of these species which we 
had? They have become firewood. The only 
means to have these trees back is to grow 
them in large numbers and additionally grow 
ten limes this number of species to be cut 
in short rotation to meet the firewood needs. 

The industries will syphon off its deficit 
from whatever is grown through farm 
forestry. It need not be eucalyptus for pulp 
production. Any firewood is good enough. 
What matters is not this miniscule deficit, 
but the deficit 6f firewood which is more 
than twenty times that of the industry. This 
cannot be wished away by the sentence “the 
rural people largely depend upon agro-waste 
for fuel". 

There are no more agro-wastes available, 
with the introduction of hybrid jawars with 
short stocks, and replacement of cotton 
where stalks were a major source of cook¬ 
ing energy by sunflower as a cash crop. 


Selected Omissions 

Let us go back to the article ‘Social 
Forestry in Karnataka—An Impact Analysis’*. 
The article has referred to the findings of 
the Bureau of Economics and Statistics that 
97 per cent of eucalyptus grown in Kolar has 
gone to the industry. The very same reports 
of the Bureau have found that in case of 
casuarina also the same peicentage of wood 
produced has been sold and not self- 
consumed. Why has casuarina been avoided 
in the article? The reports of the Bureau have 
also clarified that in the case of both 
eucalyptus and casuarina the needs of the 
growers for fuel have been met through bran¬ 
ches, lops, tops, etc. Why has this been omit¬ 
ted? The reports of the Bureau have brought 
out that self-consumed quantities have gone 
to meet the requirements of the growers of 
wood for agricultural implements, building 
material for construction of sheds, etc. Why 
has this been omitted? If the proportion self- 
consumed is to be the criteria for assessing 
the desirability or otherwise of a crop, how 
much of mulberry, tobacco, arecanut, sugar¬ 
cane are self-consumed by the growers? Our 
poor cotton growing farmers by this surmi.se, 
should be the best dressed people in the 
world but they often cannot afford even a 
loin cloth. 

In seeking to establish that families 
holding less than 1 acre have not planted 
eucalyptus, a statement ha.s been produced 
in the article. On the contrary, according to 
the publications of the Bureau of Economics 
and Statistics (cited frequently by the 
authors) in Kolar district, out of the 37 units 
of less than 1 hectare of eucalyptus and 
casuarina raised, 10 units are by those 
holding I hectare or les.s (the unit is hectare, 
not acre) and 14 units by those holding less 
than 2 hectares. The figures in case of 
Bangalore district are that in case of 1 
hectare units, out of 52, 27 units belong 
to families having less than I hectare 
and 14 units belong to those posseitsing 
1 to 2 hectares. These facts al.so cor¬ 
roborate the findings of R S Deshpande and 
H Chandrashekar of the Institute for Social 
and Economic Change Bangalore, the details 
of which are reproduced in Thble 3. 

How different these figures are from what 
is quoted in the article co-authored by 
B V Krishnamurthy! 

TVvo specific findings of the Bureau of 
Economics and Statistics are that “the 
economic status of farmers has no bearing 
whatsoever in the cropping pattern change 
over in Kolar and Bangalore Districts” and 
'‘the small and marginal farmers who have 
taken to social forestry account for 43.3 per 
cent in Kolar and 59.6 per cent in 
Bangalore”. Is there any basis for the fin¬ 
dings of the authors that the poorest of the 
farmers would prefer to stay away from 
eucalyptus but are now forced to go in for it? 

Though the authors agree that social 
forestry has made the small and marginal 
farmers secure against the fear of crop 
failures due to drought, they are not con- 


Table 2: Forest-Based Industries in Sweden and India 

(m Percentage) 


Country Land Area as_ Production as a Proportion of World’s Production 



a Percentage 
of World’s 
Land Area 

Sawn 

Wood 

Paper 

Hardboard 

Fiber 

Board 

Pulp 

Plywood 

1 Sweden 

0.3 

10 

15 

15 

16 

18 

n a 

2 India 

2.2 

I.8I. 

0.96 

0.29 

0.22 

0.33 

0.38 
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From the Statement of the Chairman Mr. N.M. Wagle 


Glmdia 


Resilience Under Pressure 


1986/S7 will probably be 
remembered as one of the 
most difficult the Pharma¬ 
ceutical Industry has had to 
face. The results your 
company has produced does 
credit to the dedicated 
endeavours of a management 
team and workforce that has 
demonstrated commitment, 
ability and resilience under 
trying circumstances. 

After years of procrastination, 
the Government announced 
in December 1986 “Measures 
for Rationalisation, Quality 
Control and Growth of Drugs 
& Pharmaceuticals Industry 
in India" and in August 1987, 
promul^ted the new Drugs 
(Prices Control) Order. These 
two pronouncements contain 
several commendable feat¬ 
ures, such as a reduction in 
the span of price control, 
higher percentage mark-ups, 
recognition of the importance 
of Good Manufacturing 
Practices (GMP), delicensing 
and broadbandinq of certain 
drugs and elimination of 
rovisions discriminating 
etween companies belong¬ 
ing to different sectors. 

However, it is disturbing to 
find that the new price control 
order exhibits a continuing 
distrust of the industry. 

It appears that, while new 
policies have been announ¬ 
ced, old attitudes have not yet 
changed. I refer to the 
ambiguity about MAPE 
(Maximum Allowable Post 
Manufacturing Expenses) 
percentages, which are still 
shown as maxima despite 
Government assurances that 
the percentages stated in the 
Drugs Policy would be 



unconditionally allowed. 
Divergent attitudes also 
continue to exist in two 
departments of the same 
Ministry. While one espouses 
liberalisation in licensing, 
another insists on deter- 
minino "dominance" under 
the MRTP Act on a drug-by¬ 
drug approach, automatically 
exposing manufacturers of a 
new drug to MRTP control, as 
capacity for the new drug 
would necessarily exceed 
25% of the total, until others 
establish capacity for the 
same drug. 

Company’s Progress 

Progress has been made with 
regard to price fixation of 
three of the Company’s bulk 
drugs, pending in the Delhi 
High Court since 1981. I 
welcome the fact that the 
matter is at last nearing 
resolution and that the 
Government has seen fit to 
recognise, be it partially, the 
force behind some of the 
Company’s contentions. 

The recent Supreme Court 
judgement in another pricing 
matter has limited reper¬ 


cussions on the Company's 
immediate operations but it 
does not augur well for the 
industry’s future. By taking an 
oversimplified view of the 
vexatious problems of price 
fixation, it invests Govern¬ 
ment with awesome powers 
and deprives manufacturers 
of effective remedy for 
genuine grievances. 

In a year when the profitability 
of the Company’s primary line 
of business, viz. pharma¬ 
ceuticals, continued to 
decline, the foods activity has 
made a notable contribution 
in stabilising the Company’s 
results. There has also been 
considerable growth in the 
sales of animal health 
products and fine chemicals. 

Progress has been made to 
establish manufacturing 
facilities for three new bulk 
drugs of Glaxo’s international 
research, viz. Ranitidine, 
Cephalexin and Griseofulvin. 
The first of these will be 
commissioned during the 
coming year. Joint venture 
projects with the Karnataka 
ana U.P. Governments are 
progressing satisfactorily. 

I would like, once again, to 
express my appreciation of 
the dedication and loyalty of 
all the employees of our 
Company. 

Note: This does not purport to 
be a record of the 
proceedings of the Annual 
General Meeting. For a copy 
of the Chairman's full 
statement and the report and 
the accounts, please apply to 
the Secretary, GUndia 
Limited, Dr. Annie B^nt 
Road, Worn, Bombay400025. 


.* 
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cenied about the living condition of the 
poorest of the poor farmers and would like 
them to remain victims of the vagaries of 
climate in this zone. The assertion that 
“these farmers are now being driven increas¬ 
ingly to abandon food grain cultivation on 
their fields and plant eucalyptus not out of 
choice but out of helplessness”, has no basis 
at all. The survey conducted by Deshpande 
and Chandrashekar of I SEC in Kolar, has 
revealed that ‘foodgrains and other crops 
continue to dominate the cropping pattern. 
Ihble 4 illustrates the pattern of cropping in 
the sample household surveyed by them. 

Why cannot the authors accept that even 
the poor have some ambition and opt for 
what is economically more profitable to 
them? 

The paper talks of monoculture of 
eucalyptus by the department. No mono¬ 
culture plantation of eucalyptus is raised by 
the department. It is polyculture. Non¬ 
eucalyptus species planted alongwith 
eucalyptus due to their slow growth are not 
normally seen by casual observers, but arc 
very much there on the ground, for anybody 
to see, except where browsed. Eucalyptus has 
become a phobia with some: anywhere it is 
seen it is referred to as industrial raw 
material. After the amendment of the l-'orcst 
Act in 1984 eucalyptus grown in all depart¬ 
mental plantations raised after 1974 is ex¬ 
cluded from supplies to the industry and is 
meant for meeting the needs of the people. 
It is all committed to the needs of people. 
At least now one should be convinced that 
eucalyptus where raised by the department 
is with reference to the .site factors and the 
biotic pressures the plantation has to 
withstand. 

The article reveals a total misunderstan¬ 
ding of the subject of C and D lands, the 
plantation programme el the department, 
the role of eucalyptus and the joint sector 
undertaking. It mentions about rich forests 


being classified as C and D and cultivators 
being evicted, including persons resettled, for 
the joint sector programme, for raising 
eucalyptus for the industries. It mentions 
about 75,000 acres being allotted to the joint 
sector undertaking in the rich malnad belt 
and that this item was in the agenda of Birlas 
since 1978; Imagination running riot! 

C and D land is revenue land classified 
as unfit for agriculture. It could have tree 
growth or it could be degraded as most of 
it is. These were ordered to be transferred 
to the forest department for (1) protection 
of the tree clad areas and (2) planting in the 
degraded area.s. The transfer was a barter 
deal in 1978 for regularising the encroach¬ 
ments in the reserve forests. It had nothing 
to do with the joint sector undertakings. 

The department moved the government in 
1978 that instead of industrial raw material 
like bamboo and eucalyptus grown in 
forests, at the society’s cost, going to the 
industries, the latter should be offered 
degraded reserve forests to raise captive 
plantations. The government accepted the 
proposal and the conditions offered were; 
0) Only degraded reserve forests having less 
than 2 tonnes of tree growth per acre be 
made available: (2) depending on the rain 
fall, choice of species to be decided by the 
department; (3) 5 per cent of the species to 
be raised to be of fodder to be made avail¬ 
able to the local people at rates to be fixed 
by the government; (4) 12‘A per cent of the 
wood produced to be received by the depart¬ 
ment, in lieu of lease rent, for supply to the 
people at rates prescribed by the govern¬ 
ment; (5) lops, tops and bark which account 
for upto 30 per cent of the bio-mass in case 
of short rotation tree species to be permitted 
to be removed by the villagers free of charge 
on headloads; (6) the quantity committed to 
the industries from departmental plantation 
to be reduced by the extent obtained from 
the captive plantation by the industries. 


Tabi r 3: Distribuiion or Sample Households (HH) and Quality of Land under 
Eucalyptus in Kolar Di.strict 

SI Size of Ownership Per Cent of Per Cent of HH According to Quality of 

No Holding in Acres Sample House_ Land Put under Eucalyptus_ 

_ Holds LQ . MQ HQ 


1 

Below 5 acres 

13.3 

100.0 

Nil 

Nil 

2 

5 to 10 acres 

40.0 

83.0 

17.0 

Nil 

3 

Above 10 acres 

46.7 

33.3 

66.7 

Nil 

4 

Total 

100.0 

64.3 

35.7 

Nil 


Noter. QL; Lowest quality of land—uncultivable and usually pul under hurali. dry ragt or fodder. 
MQ: Medium qualits of land—cultivable land usually pul under dry ragi with modeaie 
yields. 

HQ: Very good quality land—cultivable land usually put under ragi or any other crop 
with good yields. 


Table 4: Cropping Pattern or Sampi e HH 


SI 

Size Class of Holding 



Crops 


Total 

No 

in Acres 

Eucalyptus 

Food 

Other 

Other 

Cropped 




Grains Crops 

Tree Crops 

Area 

1 

Below 5 acres 

16.5 

71.1 

10.3 

2.1 

100.0 

2 

5 to 10 acres 

32.2 

35.7 

24.6 

7.5 

100.0 

3 

Above 10 acres 

33.0 

34.0 

12.5 

20.5 

100.0 

4 

Total 

31.9 

36.5 

14.9 

16.7 

100.0 
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Unlike B V Krishnamurthy’s statement 
that Birlas had this captive plantation pro¬ 
gramme in their agenda in 1978, neither 
Birlas nor any other private industry opted 
for this proposal when made. It was only 
Mysore ^per Mills, a government compai^ 
which went in for the programme then. In 
1980 the government of India brought in the 
Forest Conservation Act which prohibited 
diversion of the legally constituted reserve 
forest areas to outside agencies even though 
the land be degraded. It was then that, in 
lieu of degraded forests, degraded C and D 
lands were offered to the industries. There 
were no takers. In 1981 the State Forest Act 
was amended abrogating the rates entered 
into in the agreements with the industries. 
In case of eucalyptus the rate of Rs 24 per 
tonne as per the agreement with Harihar 
Poly fibers was increa.sed to Rs 205 and later 
to Rs 264 with retrospective effect. The Act 
amendment also provided for increasing the 
rates once in two years. This was the first 
rime when the forest based industries began 
to look at the offers made in 1978 to raise 
captive plantations. In 1984 the State Forest' 
Act was further amended empowering the 
government to reduce the quantity commit¬ 
ment from the agreements. With this, several 
categories of plantations in which eucalyp¬ 
tus was earlier committed to Harihar Poly- 
fibers were withdrawn for meeting the rural 
needs (at 60 per cent of the rate charged to 
the industries). 

It was at this stage that Harihar Polyfibers 
woke up to the realities. The government of 
India also reviewed the subject and agreed 
to the diversion of the degraded reserve 
forests for raising captive plantations, pro¬ 
vided it was in the joint sector and the 
government had the majority share. Thus, 
since 1984, both degraded reserve forests and 
degraded C and D lands are offered. 
Karnataka Pulpwoods Limited, was also 
formed in 1984. The commitment is to make 
available 30,000 hectares degraded forests 
and C and D lands over a period of 10 years, 
from the entire state and not as charged by 
Krishnamurthy, only C and D lands in two 
districts, in the heavy rainfall zone. 

The article mentions the farm forestry 
project covering 45,000 acres in C and D 
lands around Harihar. This programme was 
opposed to by the forest department and the 
project was not approved by the government. 
> Eucalyptus is raised and is permitted to 
be raised by Karnataka Forest Development 
Corporation, Mysore Paper Mills, and 
Karnataka Puipwood Ltd, in Karnataka only 
in areas receiving a rain fall of less than 
45 inches to avoid any possibility of fungus 
disease. In the areas receiving higher rain¬ 
fall. casuarina, bamboo, acacia auriculifor- 
hiis and indigenous species are raised. The 
bogey of eucalyptus in the high rainfall zone 
is imaginary. 

“The State of Environment, 1982” has 
brought out that 'A of the reserve forests, 
Vi the land under agriculture and nearly the 
whole of revenue land (the community 
privilege areas) in the country call for urgent 
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soil conservation measures. The value of the 
annual run off of soil and damage due to 
floods and droughts are put at Rs 10,000 
crore. India is reported to have more than 
17S million hectares of waste lands. In 
Karnataka we have identified about 2.SS 
million hectares in all these categories for 
afforestation. S V Patil, vice-chancellor of 
the University of Agricultural Sciences, 
Bangalore, ha.s opined that 8 to 10 per cent 
of the land under agriculture in the country 
should be brought under tree cover to im¬ 
prove the economic conditions of the culti¬ 
vators. We seek to afforest the 2.5.S million 
hectares through departmental programme, 
the government corporation, Mysore Paper 
Mills, a government company, social forestry 
in which lands are offered to SCs and STs, 
and the poorer sections of the society with 
support, through farm forestry and lastly 
through the joint sector undertaking. The 
last is expected to cover 30,000 hectares in 
barren areas all over the state, in a period 
of 10 years. This, I repeat, is from out of 
2.35 million hectares crying for attention. 

it is mentioned that in the rich forest bell, 
cultivators are being evicted. This is not for 
raising plantations of eucalyptus or for 
KPL. These are encroachments, extending 
every year, year after year, aftci dcstioying 
valuable forests. In summer the forests 
around cultivations arc set fire to and with 
the rains paddy is sown. In the case of 
Linganamakki dam evacuees referred to in 
the -article, the area allotted as enclaves 
within the forests in 1964 was 2,338 hectares 
in Shimoga district. The area now occupied 
is 5,443 hectares. 

The article mentions about Shivaramu 
Karanth, the doyen of Kannada Literature 
and a Jnanapeeta Award winner raising his 
voice of protest. The article is on social 
forestry and the main thrust has been 
eucalyptus. Karanth is not against social 
forestry or eucalyptus. He is against the 
^lotment'Of revenue lands to the Joint sector 
undertaking. He has just come out with a 
beautiful article on ‘eucalyptus, the malig¬ 
ned’ (Taranga, July 5. 1987) discussing the 
mischief that is caused by maligning euca¬ 
lyptus. He has asserted that under the garb 
of science and environment various types of 
nonsense is propagated about this species, 
p He has questioned the motives of these 
people and hinted tliat the instigating factor 
is not the species but antipathy towards a 
particular industrial unit. In future, we arc 
sure the authors will give up citing Karanth. 

In August 1983, Krishnamurthy a co¬ 
author of the article demanded of the 
government that considering the importance 
of the subject of eucalyptus it should be 
discussed by the Economic and Planning 
Council of the State. It was discussed by the 
Council in Septembei, 1983, when, in 
addition to some environmentalists, foresters 
and scientists of Indian institute of Science, 
Krishnamurthy, and Bandyopadhyay, were 
present. Kri.shnamurthy and Bandyopadhyay 
could not prove any of their charges. When 
the findings were published, there was an 
irate comment in the press that the last word 


on eucalyptus ^ulcf not have been said by 
the Council before the proposed National 
Seminar on eucalyptus was concluded. This 
Seminar also came to a conclu.sion not dif¬ 
ferent from that of the council. Thereafter, 
the Indian Statistical institute held a 
workshop, which was attended by Krishna- 
murlhy. The findings of the workshop are 
as follows: 

The controversy on eucalyptus, instead of 
ending, seems to be growing. Unfounded 
fears regarding the alleged harmful effects 
of eucalyptus culture coupled with un¬ 
warranted publicity has rendered this 
innocent plant an object of hate. Well- 
meaning individuals including many emi¬ 
nent men in literature, jurisprudence, 
medicine, social sciences, etc, have of late 
started to voice their concern on the subject, 
their concern is that eucalyptus has bad 
effects on environment. 

The discussion brought out that many of 
the fears voiced by the critics are unfounded 
and concluded that eucalyptus culture as is 
being propagated by the government on 
degraded forest land receiving less than 45 
inches of rainfall is a sound practice. The 
workshop also confirmed that farmers’ 
preference foi eucalyptus is guided by 
market forces. 

★ ★ ★ 

Ibn years back no eucalyptus was sold as 
firewood in Bangalore city. Today it makes 
up 13.3 per cent; 39.5 per cent still consists 
of jainun, mango, hongc and tamarind. In 
Kolar town currently 53.6 per cent of 
firewood sold consists of eucalyptus while 
hongc and tamarind still make up 37 per 
cent. Our effort is to see that the valuable 
fruit, mulch, and fodder yielding species 
which are slow growing but have a useful life 
of decades are not, in their prime, cut to 
become firewood or industrial raw material. 
Only short rotation tree crop can save the 
situation. 

Several organisations are mentioned indi¬ 
cating their efforts on afforestation. We wish 
them success. So far mostly their efforts have 
been in terms of publicity oriented meetings 
and writings in journals. 

The forest department has no bias for 
eucalyptus or for casuarina or for any other 
species. Unfortunately in some of the waste 
lands which have reached the terminal stage 
only a few species can succeed. The choice 
of species is totally guided by the require¬ 
ment of the site. The world over, eucalyp¬ 
tus has fared well in certain categories of 
areas due to which reason the out-turn of 
eucalyptus today outside Australia is five 
times what is harvested in Australia. It is for 
this reason that in certain categories of areas 
and for waste land afforestation it cannot 
be ruled out. 

The article mentions that programme of 
social forestry is to promote planting of 
5,000 seedlings per hectare of which 4,600 
seedlings are only eucalyptus tereticornis, 
forming 92 per cent. It is to be clarified here 
that although the World Bank Staff Apprisal 
Report suggests planting of 3,000 seedlings. 


what is being planted is only 2,500 seedlipp 
per hectare or 1,100 per acre of fast growing 
species. The sflvics of fruit plants like jack 
jamun, tamarind or any other would dictate 
that only 50 to 100 of them can be planted 
per hectare which will cover the remaining 
8 per cent. This would only mean the 
authors have not visited any of the farm 
forestry plantations. 

The authors have demanded giving a 
break up of the composition of the species 
grown in the departmental nurseries and the 
same is given below: 

1 Eucalyptus 20 per cent 

2 Other fast giowing species 
like casuarina, acacia 
auriculiformis, sissoo, 

stibabul, albizzia, etc 40 per cent 

3 Miscellaneous fruit, fodder, 
timber and mulch yielding 
species such as jamun, jack, 
tamarind, hongc, termi-, 
nalias, teak, hardwikia, 

calliandra, bassias, etc. 40 per cent 
A person has a right to hold any view on 
any subject— even a biased view but he has 
no right to transmit it to others by twisting 
facts which the article seeks to achieve. 

Karanth has hinted that the eucalyptus 
war is promoted by the antipathy towards 
certain industrial units. Adirajaiah, a retired 
Commissioner of Revenue, has expressed 
that it is more due to the battle between in¬ 
dustries importing pulp and those depending 
on indigenous pulp. We also believe that at 
least, in some cases, it is due to a mis¬ 
apprehension relating to ecology and 
environment. 

The face of India would change if all its 
waste lands are afforested, firewood needs 
are met, the agricultural waste and cow-dung 
allowed to be used in fields, and fruit, fodder 
and mulch trees allowed to survive to yield 
their usufructs. It is predicted that in the 21.st 
century it will not be oil or coal that will 
be the main source of energy, but wood 
which could then be directly converted to oil. 
The wide condemnation of the social 
forestry programme in India makes one 
wonder, some times, whether there is 
something deeper than what appears to be 
on the surface? 
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Technological Change in Indian Economy 

The structure of the Indian economy has been changing since the 
inception of planning. An attempt to quantify the extent of change 
in input-output coefficients between 1968-69 and 1979-80 and to 
segregate the changes in pattern of output due to changes 
in technology from those due to changes in final demand. M-122 

Self-reliance does not mean building a wall around oneself; it does 
not mean autarchy, even less isolationism. But it does mean being 
maximally in command of the whole technological strategy 
at the national, sectoral and company or agency level. M-131 

Women in Colonial Haryana 

The dominant customs and attitudes in relation to women in rural 
Haryana in the colonial period showed a peculiar contradiction. On 
the one hand, 'he agrarian milieu showed indices of high status for 
women: bride-price, widow remarriage, polyandry and full economic 
participation. On the other hand, it also showed the region to be 
marked by indices of woman’s backwardness: female infanticide, 
purdah, neglect of female education and absence of women 
from all power-wielding equations. 2060 


Wages and Economic 
Recession 

To reverse the general recessionary 
trend in the world economy, it has 
been argued, profitability of 
investment has to be restored to its 
pre-1974 level through wage cuts. 
What may be required may be 
exactly the opposite: a 
raising of wage rates. 2067 


Economic Consecjucnces 
of Famine 

The effects of famine are not 
confined to those who are its 
victims. It also affects those who 
are on the other side of the 
production relations in which the 
victims are enmeshed. In brief the 
whole economic system is 
affected. - 2043 


Tribal Separatism 

The general response to assertions 
of tribal separatism is either one 
of profound alarm as if there were 
a revolt to be put down by the 
army or one of voyeuristic 
amusement at the tribais’ quaint 
customs. Both attitudes are 
humiliating to the tribais. 2051 

Instead of recognising the socio¬ 
economic and cultural problems of 
ethnic minorities and initiating a 
dialogue with them for a political 
soulution, the rulers—whether at 
the centre or in the. states—treat 
the tribais’ demands as a law and 
order problem. The governmental 
response to the Jharkhand 
movement repeats this tragic 
pattern yet once again. 20S0 


China and the World 

After a long time China is viewing 
the international situation in the 
manner of a world power. A 
discussion of Zhao Ziyang’s 
political report to the 
Thirteenth Congress of 
the CPC. 2039 


Bhopal: Endless Horror 

An investigation under the aegis 
of the Indian Council of Medical 
Research has shown that the 
poison from the Bhopai gas leak 
may still be persisting in the 
bodies of the gas victims. In spite 
of the profound significance of 
this evidence, including for 
questions of the Union Carbide 
Corporation’s legal liability, 
the ICMR authorities have 
terminated the investigation 
prematurely. 2041 


Circus in Lieu of Bread 

Doordarshan is likely to remain, in 
the foreseeable future, an 
instrument for the calculated 
disorientation of the Indian 
people. 2037 


Trading with the Emirates 

Food and live animals for food 
now constitute about one-half of 
all Indian exports to the United 
Arab Emirates. The rise in the 
value of the yen and the German 
mark provides an opportunity for 
India to diversify its exports, but 
will Indian businessman rise 
to the occasion? 2053 















LETTERS TO EDITOR 

Teachers’ Strike 
and CPl(M) 

THE outbursts of O P Dcshpande (GPD, 
EPW, October 3) and Tanika Sarkar, Sumit 
Sarkar, Pradip Kumar Datta (TS et at, EPW, 
October >7-24) remind me of Barabbas, the 
hero of Marlowe’s ‘Jew of Malta’, who when 
about to be accused of committing fornica¬ 
tion, pleaded: “That was in another coun¬ 
try. And besides, the wench is dead!’’ 

So GPD and TS et al have found an alibi 
for the CPI(M) if it is accused of ‘duplicity’. 
Its members, Satya Sadhan Chakravarty and 
K Thekedath, committed a sin in ‘another 
country’—the chamber of P V Narasimha 
Rao. ‘And besides’.Mhey have been suspended. 
Thus the C'PI(M) has become pure and 
virgin again! 

I wish things were as simple as that. 
However well-meaning the efforts of GPD 
and TS et al might be to defend their newly 
discovered heroes in the CPl(M) Polit 
Bureau, the latter by their self-contradictory 
postures havomadc it a difficult task. While 
GPD claims that B T Kanadive was ‘at no 
stage in favour of the accord’, the CPl(M)’s 
Bengali mouthpiece Canashakli (of 
.September 5, a day after the signing of the 
controversial accord) tells us that it was no 
less a person than Jyoti Basu (another 
member of the Polit Bureau) who took 
“special initiative” to bring about the accord 
by meeting Narasimha Rao and Rajiv 
Gandhi. At a teachers’ meeting in Calcutta 
on September 5, Jyoti Basu him.scif claimed 
that he “almost pressurised" Nara.simha Rao 
to come to “some sort of an accord”. 
(Reported in Oanuifiakti, September 6.) On 
Septentber 5, Canashakli came out with a 
statement by Anil Basak, the general secre¬ 
tary of the West Bengal College and Univer¬ 
sity Teachers Association (WBCUTA), who 
is also an important leader of the CPI(M), 
hailing the accord as a “satisfactory agree¬ 
ment", and called upon the teachers to 
resume work. Just to remind GPD, these 
pieces of information arc not from Ajoy 
Bhavan, but from official CPI(M) reports 
available at 14, Ashoka Road. 

It is significant that at the All UCTO 
National Executive meeting on September 6, 
it was only the CPl(M) members of the Delhi 
University Teachers Association (DUTA) 
who along with other Delhi teachers staged 
a walk out, while the rest of the CPI(M) 
members from West Bengal, Kerala, Maha¬ 
rashtra, Ikmil Nadu. Uttar Pradesh and 
other states sat through the proceedings 
without voidng any protest against the aa'ord, 
which was ultimately adopted by the meeting. 

Am I to understand then that the CPI(M) 
national leadership had no uniform percep¬ 
tion about the accord and therefore allowed 
a free-for-all among its ranks, with its Delhi 
Bkeaiticrs pursuing one path, and its mem 
her states following another? 1 wish 
ho seems to be well acquainted with 


the various kinds of ‘political praxis’ of the 
CPI(M), enlightens me on what exactly the 
CPl(M) is upto. Am I to conclude that an 
accord which (judging by the utterances of 
some West Bengal CPI(M) leaders, and by 
the silence of the Polit Bureau from Septem¬ 
ber 4 to September 6 evening when the first 
Polit Bureau reaction was released to the 
press) remained acceptable to the CPl(M) 
leadership for the first two days, later 
became an anathema which did not “fulfil 
the legitimate demands of the teachers...” 
(Polit Bureau statement)? In the absence of 
any convincing explanation from either the 
CPl(M) leaders or their admirers like GPD 
and TS et al, I am compelled to stick to the 
view which I voiced in my article: “... sens¬ 
ing the disaffection among its followers in 
the teaching community, and particularly in 
DUTA which was headed by its own man, the 
CPI(M) Polit Bureau made a ha.sty attempt 
to dissociate itself from the agreement”. 

It is easy now to make scapegoats of Satya 
Sadhan Chakravarty and K Thekedath. But 
the questions which I raised still remain 
unanswered. Did the.se two veteran leadeis 
of the teachers’ movement sign the accord 
in ignorance of their party mandate, or was 
there no brief at all from the national leader¬ 
ship which led these two to be pressurised 
by Narasimha Rao and his officials? It is 
well known that the AIFUCTO team which 
signed the accord was dominated by CPI 
and CPI(M) people—a fact which till now 
has not Iteen disputed either by the two com¬ 
munist parties, or GPD and TS et al. Surely, 
the two parties and the CPl(M) in particular, 
being the major force, were expected to have 
a sense of responsibility—in both leading the 
strike and coming to an agreement, which 
was to determine the fate of a historic strike 
involving thousands of teachers all over the 
country. 1 wish GPD and TS et al find out 
the answers from the CPI(M) central leaders 
whom they are defending. 

1 also wish GPD and TS et al retain the 
habit of careful reading which they must 
have surely cultivated during their days in 
college. If TS et al cared to read my article 
attentively, they would have found that I 
never had to ’discover’ any ’secret revolt’ 
within the CPI ranks in what was an open 
expression of resentment against Mrinmoy 
Bhattacharya in Ajoy Bhavan which I des¬ 
cribed in the second paragraph of my article 
My mentioning this was not to ‘strengthen’ 
any point against the CPI(M) as su.spected 
by TS et al, since in the very next sentence 
I referred to the similar plight faced by 
K Thekedath among the CPI(M) teachers. 
TS et al need not have felt ‘curious’ that the 
socalled ‘secret revolt’ within the CPI ranks 
was not reflected in the National Executive 
meet the following day if they read the next 
sentence where 1 explained that the CPI 
teachers agreed to abide by the party man¬ 
date not to create further trouble at the 
National Executive meeting. As for GPD, he 
seems to be labouring under the illusion that 


I had tried to ‘isolate' Murli Manohar 
Prasad Singh (I stand corrected) from the 
CPl(M) and had refused to ‘relate’ the 
DUTA struggle to the CPl(M). On the con¬ 
trary. if he read my article carefully, he 
would have found that I had always descri¬ 
bed Singh as a CPI(M) leader of the Delhi 
teachers. In fact, one of the main points I 
made was that it was under the pressure of 
DUTA CPI(^ teachers that the Polit Bureau 
had to publicly disown the agreement. But 
while GPD’s attention is confined to Delhi— 
which according to him is the ‘mainland’ 
where the ‘struggle is going on’—1 tried to 
assess the role of the CPI and the CPI(M) 
in the all-India perspective, in an environment 
where, let us be honest, the Left strongholds 
are a few ‘islands’ which because of diver¬ 
gence of interests are quite often out of tune 
with happenings in the so-called ‘mainland’. 

Finally, a piece of advice for GPD! If he 
wants a lasting cure for his bugbear—an old 
article of mine, ‘The Island of Dr Marx’— 
instead of occasional snide snipes at it, he 
may try to enter a serious debate with me 
on the issues I raised in that article. 
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No Going Back 


O fficial sources have recently thought it necessary to deny 
that there was any move to reverse the government’s 
liberal economic policies. The denial has apparently been 
provoked by a series of newspaper reports which have talked 
of a note prepared by some officials in the all-powerful prime 
minister’s secretariat calling for major changes in economic 
policies. The note in question is said to have advocated, 
among other things, the nationalisation of the cotton and 
jute textile and sugar industries, changes in tax policies includ¬ 
ing the reintroduction of estate duty and sharp increases in 
excise duties on luxury goods matched by lowering of the 
duties on essential goods figuring in the consumer price 
index, review of the relaxation of industrial licensing and 
other controls and restitution of the public sector’s dominant 
role in the country’s industrial development. In regard to ex¬ 
ternal economic policies the note is said to have asked for 
curbs on imports and foreign collaboration agreements, for 
stricter scrutiny of reliance on aid from the western aid-giving 
nations and institutions and on international commercial 
borrowings and for further strengthening of the country’s 
economic relations with the east European countries. 

The note and its call for economic policy changes have, 
of course, to be seen in the context of the political develop¬ 
ments of the last few months. In fact the political inspira¬ 
tion of the note has been made explicit enough: it is pointed 
out that the policy of economic liberalisation had eroded the 
popularity of the prime minister and the Congress(I) and 
strengthened the threat of political destabilisation of the 
country since, in the foreseeable future^ there was no alter- 
natLve to the Congress(I) under the leadership of the present 
prime minister for maintaining political stability. The note 
is thus reminiscent of the resolution adopted by the working 
committee of the Congre$s(I) in April which had sought to 
blame ‘reactionary forces’ within the country and outside 
for trying to overturn the country’s long-established 
economic policies with a view to undermining its political 
stability and integrity. That was also the time; it will be 
recalled, when the long-defunct Congress Soci^st Forum 
was sought to be revived with the blessings of the prime 
minister himself. 

If nothing is now heard of the Congressfl) working com¬ 
mittee resolution and the Socialist Forum and it is being re¬ 
affirmed on behalf of the government, including by the prime 
nunister personally, that no change in the direction of the 
govmunent’s economic policies is contemplated, this reflects 
at one level the revived political confidence of the ruling party 
and the prime minister with the easing of the pressure that 
the opposition had mounted some months back over issues 
such as the Bofors scandal. The Congressfl) and the prime 
minister evidently reckon that the invocation of populist 
economic goals and policies to muster political support has 


served its purpose and can now be dispensed with. At the 
same time it is also a fact, however, that the contradictions 
within the government’s erstwhile economic policies—the 
restoration of which is the common theme of the economic 
policy note referred to at the beginning as well as the Con- 
gress(I) working committee resolution and the Congress 
Socialist Forum—have sharpened to such a degree that the 
road to any return to these policies, even a token return for 
purposes of political dissimulation, is virtually closed. The 
industrialised countries and their agencies like the IMF and 
the World Bank have for ’.ong pressed for removal of economic 
controls and regulations and for market-oriented policies. 
But the most powerful pressure for relaxation of industrial 
licensing and import controls has come from Indian large 
business which found that the scope for profit-making and 
accumulation which import substitution and expanding public 
investmoit had once opened up for it was getting progressively 
exhausted. It saw the need to turn instead to exploiting the 
home market for sophisticated consumer goods provided by 
the top 10 per cent or so of the population. This called for 
relaxation of licensing restrictions and liberal import of 
technology, components and raw materials as well as parallel 
changes in direct and indirect taxes to expand the market for 
these goods. In any case the growing fiscal crisis of the govern¬ 
ment has put paid to prospects of a growing volume of public 
sector investment providing a growing market for the pro¬ 
ducts of private industry. In other wdrds, the so-called new 
economic policies have a firm basis, for the time being at 
least, in the requirements of the classes which dominate our 
economic system. 

It is a different matter, of course, that the contradictions 
and limitations of the new dispensation, from the standpoint 
of business and industry themselves, may become manifest in 
even quicker time. Since the attraction of the market for 
sophisticated consumer goods has provided the major impetus 
for the push towards economic liberalisation, it is not surpris¬ 
ing at all that its first fruits in terms of investment and pro¬ 
duction have been confined largely to the area of consumer 
products based on imported components and penultimate 
stage raw mat«ials. On the other hand, despite the relaxa¬ 
tion of licensing policies and fiscal concessions and incentives, 
private investment has not been forthcoming in areas where 
large investments and a substantial technological effort are 
called for. For instance, in the three years since the inception 
of liberalisation no MRTP company has come up with invest¬ 
ment in ai^ of the capital goods industries. At the same time; 
the depth and breadth of the market for sophisticated con¬ 
sumer goods are by no means inexahustible—a condition 
which is only likely to be aggravated by the capital- and 
import-intensive character of so much of the investment tak¬ 
ing place under the liberalisation regime. 
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JHARKHAND MOVEMENT 

On a Slippery Slope 

WITH the issue of the ultimatum to the 
<centre for talks on the demand for a 
separate Jharkhand state by December 30, 
the hitherto fragmented Jharkhand move¬ 
ment appears to have re-emerged as a 
challenge to the ruling powers in eastern 
India. The moving spirit behind the 
revival of the four-decade old movement 
for a separate state of tribals (comprising 
the Bihar Chhotanagpur plateau and the 
adjoining areas of West Bengal, Orissa 
and Madhya Pradesh) is the recently 
formed JCC (Jharkhand Co-ordination 
Committee) consisting of SO odd groups 
who support the demand. The JCC’s big¬ 
gest achievement so far has been to come 
to some sort of understanding with the 
JMMS (Jharkhand Mukti Morcha-Soren) 
which still holds sway among large sec¬ 
tions of the tribal population of Bihar, 
although its leader Shibu Soren had been 
in some sort of an alliance with the Con- 
grcss(I) ever since its electoral understan¬ 
ding with it in 1980. But, presumably to 
placate the younger, radical elements in 
the JMMS and to retain his following 
among the increasingly disgruntled tribal 
population, Soren turned a somersault 
when he agreed to join hands with the 
JCC to address a unity rally in Ranchi on 
November IS. 

The way the official authorities in Bihar 
responded to the November 15 rally, ironi¬ 
cally enough, provided a shot in the arm 
of the Jharkhand movement. To .scuttle 
the rally, the police stopped trucks and 
buses from the bordering areas of the state 
to prevent the tribal people from attending 
it. The police also lathi-charged intending 
participants at several points. To protest, 
the Jharkhand movement leaders called 
for a 12-hour bandh on November 19 in 
the tribal belt. This evoked further 
repressive retaliation from the police who 
went about arresting the tribal protestors. 
The bandh spread to the adjoining dis¬ 
tricts of West Bengal—Midnapore, Purulia 
and Bankura—where too clashes with the 
police took place. 

Judging by the trends, it seems that 
governmental response to the Jharkhand 
movement is following the same predic¬ 
table pattern which we had earlier seen in 
Nagaland, and more recently in Darjeel¬ 
ing. Instead of recognising the socio¬ 
economic and cultural problems of the 
ethnic minorities and initiating a dialogue 
with them for a political solution, the rul¬ 
ing powers—whether at the centre or in 
the states—treat their demands as a taw 
and order problem. The CPl(M) as the 
major partner in the West Bengal Left 
Front government had tried at the begin¬ 
ning to meet the grievances of the Nepali- 

2030 


speaking population of Darjeeling by of¬ 
fering them regional autonomy, or of the 
Santhal tribals by recognising their *01 
Chiki’ script. But at the grassroots, the left 
apparently failed to mobilise the Gurkhas 
■in Darjeeling dr the tribals in the west. 
The CPI(M) central committees Political 
Report of August 7-10,1987 admits: “.. .a 
very large mass of Nepali population sup¬ 
ported the [Gorkhaland] agitation... the 
agitation had roused the national feelings 
of the majority of the NepalisI’ In the case 
of the Jharkhand movement again, which 
is in an incipient stage in West Bengal to¬ 
day, the left tends to dismiss the agitation 
as the handiwork of 'divisive forces’ and 
'foreign Christian missions’. If and when 
it takes a more aggressive turn—as it 
threatened to do during the November 19 
bandh—it is likely to be treated again as 
a law and order responsibility for the 
police. 

Meanwhile, the Jharkhand movement 
itself is facing uncertain prospects, the re¬ 
cent agitation notwithstanding. The tribal 
population of the proposed Jharkhand 
state is not a homogeneous one. The San- 
thals, Mundas, Oraons and Hos have dif¬ 
ferent languages, although they share cer¬ 
tain common cultural practices and face 
the common plight of land alienation and 
exploitation by commercial interests. The 
leaders of the movement have often pro¬ 
ved to be vulnerable to Congress over¬ 
tures. Its founder-father Jaipal Singh 
almost liquidated the movement by merg¬ 
ing the Jharkhand Party with the Con¬ 
gress. Shibu Soren’s compromise with the 
Congress at a later stage dealt another 
blow to the movement. Even today, after 
the November 15 unity rally, deep-rooted 
differences prevail between the leaders of 
the JCC and Shibu Soren. Besides, as long 
as the movement remains confined to the 
tribals only (leaving out the non-tribal 
poor and oppressed in the area), it will 
operate on a slippery slope threatening to 
derail into acts of violence against the 
non-tribal inhabitants, and such acts will 
be used by the middle class tribal leaders 
as pressure on the government to gain 
positions of power for themselves. 


THE ECONOMY 

‘Stray Thoughts’ 

THE government’s notions of how to 
cope with a range of immediate economic 
problems may be foggy in the extreme but 
it is evidently crystal clear about what its 
economic policies in the Eighth Plan are 
going to be. The clarity of the govern¬ 
ment’s thinking on economic issues, it 
would appear, improves in direct propor¬ 
tion to the length of the time horizon. So 
we have Abid Hussain, member of the 
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Planning Commission, already informing 
a workshop sponsored the Confedera¬ 
tion of Engineering Industries in Calcutta 
that it had been decided to prune govern¬ 
ment funding for industrial programmes 
in the Eighth Plan. Instead the accent 
would be on mopping up resources 
through the capital market. 

If the Planning Commission member 
had said no more than this it would not 
have merited particuiar notice. For one 
thing, what he was saying amounted to no 
more than making a virtue of necessity. 
Given the trends in the government’s 
finances it does not take much prescience 
to see that in any case in the coming years 
the government would be able to spare less 
and less out of its budgetary resources for 
financing public sector industrial pro¬ 
grammes. So the decline in government 
funding for industry which Abid Hussain 
projected could be uken to be inevitable. 
Secondly, this would not be anything new 
either. Already in the Seventh Plan a 
number of public sector enterprises have 
been raising large sums from the capital 
market through the issue of debentures 
and bonds. In fact it has come about that 
the so-called 'internal resources’ of public 
sector enterprises arc increasingly taking 
the form of such borrowings from the 
market. 

The Planning Commission member did 
not however stop with saying this but went 
further and amplified that what the Plan¬ 
ning Commission intended to do in the 
Eighth Plan was to usher in the 'cult of 
equity’ in place of the present ‘cult of 
debt’. What this would amount to, of 
course, is that public enterprises would be 
required to raise equity capital from the 
market, which is something they have not 
done so far. So it would indeed amount 
to a significant policy change 

The temptation would be strong to take 
the Planning Commission member at his 
word and interpret his statement as fur¬ 
ther evidence of the rightward shift in the 
government’s economic policies, with the 
entry of private shareholders in public 
enterprises or the privatisation of these 
enterprises being one of the items to 
follow on the government’s economic 
agenda. Economic events may well take 
this course in fact, but it is doubtful that 
Abid Hussain’s statement can be taken 
seriously as a signal of what shape govera- 
ment policy is going to take. Knowing the 
current state of functioning of the govern¬ 
ment, it is most improbable that the Plan¬ 
ning Commission or any other official 
body has found the time or the inclina¬ 
tion to seriously consider issues pertaining 
to the Eighth Plan, including the implica¬ 
tions or the feasibility of offering the 
shares of public enterprises to private 
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shareholders. So Abid Hussain’s pro- 
nounceincnu about reduced government 
funding for industrial development in the 
Eighth Plan and promotion of the cult of 
equity in relation to public enterprises 
must be taken to have been in fact off-the- 
cuff remarks. llie privilege of articulating 
‘stray thoughts’ on economic policy mat¬ 
ters belonged to the country’s prime 
ministers till the other day; now evidently 
its exercise has been democratised and ex¬ 
tended to a wide section of government 
functionaries. Which, again, says a good 
deal about the free-for-all functioning of 
the government. 

THE PAC 

Ghosts of Meerut 

AMNESTY INTERNATIONAL'S allega¬ 
tion of extrajudicial killings by the Pro¬ 
vincial Armed Constabulary (PAC) in and 
around Meerut on May 22 and 23 this 
year has been supported by first hand 
accounts from victims and eye-witnesses. 
The international human rights organisa¬ 
tion has concluded that “there is strong 
evidence that members of the PAC were 
responsible lot the ‘disappearance’ of at 
least 36 men from the Hashimpura area 
in Meerut late on May 22 and for the 
deliberate killing of a> least 30 apparently 
unarmed civilians in neighbouring 
Maiiana the iollowing day. There is also 
some evidence to suggest that at least five 
men arrested in connection with the 
rioting died in Jail mainly as a result of 
injuries inflicted upon them after arrest!’ 

Amnesty International recorded a first 
hand account of 17 year old Zulfikar 
Nazir who was taken in one of the PAC 
trucks along with 30-3S other men at 
Hashimpura to a canal near Muradnagar 
late at night. The PAC men began 
.shooting people one by one. Zulfikar said 
he witnes.sed the shooting of an old man 
named Yasin and a young man named 
Ashraf. Zulfikar feigned death after being 
shot in the armpit. “1 did not see the 
others being killed with my own eyes but 
as I lay, feigning death, in the thicket 
beside the canal, I could hear the shots 
ringing out continuously and the sound 
of the bodies splashing into the canal’’, 
Zulfikar averred. 1\vo others, Mujibur 
Rahman and Babudin, were shot in the 
chest and thrown into the river but they 
managed to swim ashore downstream 
from the place of the shooting. Mujibur 
Rahman stated in a FIR that “on the night 
of May 22 1 was arrested in the evening 
by some people claiming to be policemen 
who were wearing khaki uniform. They 
searched our locality and got hold of 
some of us and made us sit in a police 
truck. On the way to Muradnagar some 
of the people were shot and thrown into 


a canal. 1, along with my friend 
Mohammed Usman and another whose 
name I don’t know, were shot and thrown 
into the canal but somehow we were able 
to swim back to the bank and we crawled 
out and came to a bridge. A man gave us 
water to drink and then went to report to 
the police station...’’ Amnesty has 
recorded the names of 32 persons reported 
to have ‘di.sappeared’ after being taken 
away from Hashimpura by the PAC. 

The PAC entered Maiiana, a village 
10 km west of Meerut, at around 2 pm on 
May 23 to carry out a .search. When the 
villagers came out the PAC began firing 
without provocation, killing even women 
and children. One survivor said that “they 
burnt our house to ashes... They killed 
my children in front of my eyes!’ Amnesty 
has the names of 29 of the dead who have 
so far been identified. 

More than 2,500 people were detained 
on the charge of rioting in Meerut out of 
which over a dozen are known to have- 
died in jail. Amnesty has details of five 
men who were arrested on May 22 and 
died in Fategarh jail “allegedly as a result 
of torture by the police and the PAC’’. 

The PAC are known to have indulged 
in violence against the Muslim community, 
including unprovoked and indiscriminate 
killings, in the recent past. In the Aligarh 
riots of 1978 the PAC is alleged to have 
deliberately shot seven Muslims without 
provocation. The Minorities Commission 
report had blamed the PAC for parti¬ 
cipating in the riots against the Muslim 
community. The PAC was also accused of 
participating in the looting and burning 
of .shops and killing of civilians during the 
Moradabad riots of August 1980. The 
PAC is alleged to have killed 30 civilians 
hiding in a building during the Meerut 
riots of late 1982. 

Although the role of the PAC has been 
investigated in the above mentioned riots, 
not a single conviction of PAC personnel 
is known to have resulted from even 
judicial enquiries This has indeed created 
the impression that the PAC can act with 
impunity. The central and state govern¬ 
ments are known to have repeatedly 
denied allegations against the PAC in the 
present case. Amnesty received a letter 
from the Indian embassy in West Germany 
which gave an utterly incredible explana¬ 
tion for the Hashimpura allegations by 
stating that “there is reason to believe that 
police uniforms were stolen and used as 
a disguise by anti-social elements". 

Uttar Pradesh has a substantial Muslim 
population, estimated at 15 per cent and 
yet, the PAC is composed of only 2 per 
cent Muslims. As noted above, the PAC 
has repeatedly been accused of acting in 
a partisan manner in controlling Hindu- 
Muslim riots. This allegation holds for the 
police force in general. The National 
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Police Commission noted in its sixth 
Rqxrrt of March 1981, that “police officers 
and men appear to have shown unmistak¬ 
able bias against a particular community 
while dealing with communal situations’’. 
The composition of the police force “is 
heavily weighted in favour of the majority 
community”. Thus, “the composition of 
the personnel should reflect the general 
mix of communities as exists in society 
and thereby command the confidence of 
different seaions so that the system would 
function impartially without any slant in 
favour of any community*’. Hence, “there 
is a strong case for encouraging the 
recruitment of members of the minority 
community and other weaker sccitons at 
various levels in the police force”. The 
National Integration Council had also 
passed a resolution on the restructuring 
of the PAC to give adequate representa¬ 
tion to members of the minority com¬ 
munities. That the government has chosen 
to ignore these recommendations and 
resolutions shows its lack of commitment 
to protecting the rights, including the right 
to life, of religious minorities. 

BANGLADESH 

Opposition Unity, but 
for How Long? 

PRESIDENT H M ERSHAD of 
Bangladesh is facing a severe political 
crisis marked by mass demonstrations and 
strikes over the last fortnight since 
November 10. On that day. marking the 
first anniversary of Ershad’s ‘civilian’ 
government, the opposition including 
Hasina Wajed’s Awami l..eague-led eight- 
party alliance, Khaleda Zia’s Bangladesh 
National Party (BNP)-lcd seven-party 
alliance, a leftist five-party combine and 
the fundaqientalist Jamaat-c-lslami, at¬ 
tempted to lay the' capital Dhaka under 
‘siege’ in order to force Ershad to resign. 

Most political observers would not have 
expected this rare show of opposition 
unity. Hasina Wajed’s Awami Ijeague and 
Khaleda Zia’s BNP have nothing in com¬ 
mon except the objective of the ouster of 
general Ershad. The Awami League stands 
for some form of secularism, is left-of- 
centre and demands the restoration of 
parliamentary democracy. On the other 
hand, the BNP favours continuing with 
a presidential system of government and 
upholds Islam as an ideology of the state. 
The two parties are bitter opponents in the 
contention for political power and there 
is a personality clash between the two 
leaders. Both parties are however upset 
over the mass rigging of the last presiden¬ 
tial and legislative elections. The present 
alliance has agreed on a caretaker govern¬ 
ment to supervise general elections in the 
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event of Ershad’s forced resignation. The 
party that wins in the elections will form 
the next government. 

Jhe left, comprising mainly the two 
communist parties, played a key role in 
bringing together the BNP and the Awami 
League. The communist parties are a 
disciplined and organised force that have 
played a leading role in the present 
demonstrations to oust Ershad. In fact, 
so determined were the leftist cadres in the 
pitched street battles with the police and 
the cadres of the governing Jatiya Party 
that the government decided to ban the 
Communist Party of Bangladesh, a mili¬ 
tant faction of the Jatiyo Samajtantrik Dal 
(National Socialist Party) and the Bangla¬ 
desh Swadhinaia (independence) Party. 

In the fortnight of violence 21 people 
have been killed and several hundred 
wounded. In the wake of country-wide 
general strikes on November 11 and 12, the 
government kept Hasina Wajed and 


BUSINESS 

COTTON 

Clueless about Crop 

WHAT is one to make of the union depu¬ 
ty minister for textiles S Krishna Kumar’s 
reported statement in Madras on 
November 21 that thanks to adequate rain 
in many parts of the cotton growing areas, 
the centre which was concerned earlier 
about the prospects of achieving the 
targeted crop is now “confident of achiev¬ 
ing 10 lakh bales more than the original 
estimates” and that the overall cotton crop 
will be anywhere between 80 lakh and 85 
lakh bales. Unless it is a case of gross 
misreporting it would be quite logical to 
infer that the expected crop of 80-85 lakh 
bales is higher than the original targeted 
crop by 10 lakh bales. It would appear 
that the union minister’s observations are 
based either on the targets .stipulated in 
the Seventh Plan which have been 
rendered totally irrelevant or on the 
agriculture ministry’s production figures 
which again stand thoroughly discredited. 
The Seventh Plan envisaged production of 
95 lakh bales for 1989-90 whereas the 
country produced 101.50 lakh bales in 
1984-85 and 107 lakh bales in the follow¬ 
ing crop year. The union agriculture 
ministry’s cotton production figures are 
substantiallv lowcr~84.90 lakh bales in 
1984-85 ami 86.12 lakh bales in 1985-86. 

Since most of the vital decisions on 
cotton policy arc arrived at on the basis 
of the demand-supply balance-sheet pre¬ 
pared by the Cotton Advisory Board 
(headed by the textile commissioner) in 
consultation with its members, the textiles 


Khaleda Zia under house arrest. They 
have been interned for one month under 
the Preventive Detention Act. This has led 
to further general strikes and street 
demonstrations. 

The opposition has planned to continue 
the country-wide agitations till Ershad is 
forced to resign. The question is will the 
opposition be able to forge and sustain a 
mass movement over a sufficiently long 
period of time? The problem of 
Bangladesh is the militarisation of govern¬ 
ment since the as.sassination of Mujibur 
Rahman. One can only speculate about 
the possible intervention of the military 
or the declaration of a state of emergency, 
both of which cannot be ruled out. The 
Awami League is seen as anti-military but 
the BNP cannot be said to be so. If the 
present agitation weakens Ershad’s posi¬ 
tion, the military may back the BNP so 
that its privileged position within the 
power elite is maintained. 


minister could not possibly be unaware 
that the CAB which met in Bombay on 
November 10 had estimated the 1987-88 
crop at 95 lakh bales. It would be perti¬ 
nent to ask how the union minister has 
come to reckon the crop at 80-85 lakh 
bales. 

It is true that the Cotton Advisory 
Board has no special organisational set up 
of its own to keep a continuous watch over 
the progress of the crop. But it is equally 
true of the other agencies represented on 
the board. All the estimates put up by the 
members participating in the meeting are 
in the nature of estimates of ‘interests’ 
without any firm basis—be it growers, the 
trade or industry. The final crop figure 
arrived at by the CAB is the outcome of 
a subtle effort on the part of the textile 
commissioner to seek the approval of the 
representatives of various interests for the 
compromise figure so that it has the 
semblance of a consensus. 

The estimates of the 1987-88 crop put 
up by the various agencies ranged from 
91 lakh bales (ICMF) to 97.5 lakh bales 
(EICA). The Cotton Corporation of India 
which had earlier indicated a crop of 99 
lakh bales in its note to the textiles 
mini.stry put up a revised estimate of 95 
lakh bales at the CAB meeting. The 
representative of the ministry of agri¬ 
culture attending the meeting estimated 
the sea.son’s production at 70 lakh bales. 
The agriculture ministry’s estimates are 
known to command little credibility, being 
always very wide of the mark. 

The state-wise break-up of the 1987-88 
crop estimattM by the CAB (in lakh bales 


of 170 kg each) is as follows: Punjab 17, 
Haryana 6.S, Rajasthan S, Gujarat 8.2S, 
Maharashtra 20, Madhya Pr^esh 6.5, 
Karnataka 7.5, Andhra Pradesh 18, Ihmil 
Nadu 5.5 and other 0.73, making a total 
of 95 lakh bales. Hie break-up in diBieient 
staples is: short staple 5.85 lakh bales, 
medium staple 40.77 lakh bales and 
long/extra long staple 48.38 lakh bales. 

Inclusive of the season’s opening stock 
of 20 lakh bales, the total availability of 
indigenous cotton comes to 1 IS lakh bales. 
With mill consumption reckoned at 95 
lakh bales and extra-factory consumption 
placed at 5.5 lakh bales, there remains a 
balance of no more than 14.5 lakh bales. 
In view of the high level of machine ac¬ 
tivity, mill consumption of cotton is ex¬ 
pected to be maintained at last season’s 
figure of 95 lakh bales, notwithstanding 
the closure of a record 127 mills. 

Going strictly by the demand-supply 
balance-sheet prepared at the last CAB 
meeting, the emerging scenario is quite 
disturbing and the government will need 
to ponder seriously over the various 
related issues with a view to evolving an 
appropriate package of policy inputs 
which could deal effectively with the likely 
consequences of the admittedly tight 
supply position. This is not going to be 
all that easy as it Involves reconciling of 
conflicting interests of cotton growers, 
textile industry and the export trade. 

The textile industry has good reason to 
feel uneasy at the prospect of the 
carryover at the end of the season being 
placed at 14.5 lakh bales as it will not be 
adequate to meet the mills’ normal re¬ 
quirements till new crop (1988-89) supply 
becomes available in good quantity. In 
order to improve raw material availability 
during the current season, the Indian 
Cotton Mills’ Federation has urged the 
government to extend the facility of ad¬ 
vance replenishment scheme for import of 
raw material against export of fabrics and 
garments as in the case of cotton yarn. 
The other suggestions include import of 
viscose staple fibre duty-free and 5 to 6 
lakh bales of cotton. 

Despite the tight supply, the represen¬ 
tatives of cotton growers as also of the 
Maharashtra Federation operating the 
monopoly purchase scheme have pleaded 
for the export of at least two lakh bales 
of long staple cotton which constitutes a 
little over 50 per cent of the total produc¬ 
tion. This plea is sought to be reinforced 
by emphasising the need for maintaining 
continuity in exports for which the 
government stands committed under the 
long-term (three year) export policy. 

Since the decisions arrived at the CAB 
meeting form the basis for formulating 
the cotton policy, it is of interest to note 
what textile commissioner Anin Kumar 
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told newsmen after the board’s meeting. 
He stated that “considering the present 
supply and demand position for cotton, 
there may not be a possibility of export 
in absolute terms but it is possible that we 
can export surplus long staple cotton 
which can be rcjilaced by the import of 
short and medium suple cottons". Con¬ 
tinuing, he pointed out that “the surplus 
of long and extra long staple cotton after 
meeting indigenous requirements can be 
estimated at around four lakh bales". 

The textile commissioner's observations 
have raised hopes of an export quota of 
long staple cotton. There is much to be 
said for maintaining continuity in exports, 
the more so, when the government has an¬ 
nounced a long-term policy stipulating ex¬ 
port of 6 lakh bales a year—S lakh bales 
of long and extra long staple cotton, 
50,000 bales of Bengal Deshi and 50,000 
bales of Digvijay varieties—for a period 
of three years (1986-87 to 1988-89). The 
high-level Japanese cotton buyers’ delega¬ 
tion which recently visited India has ex¬ 
pressed unhappiness over the frequent 
changes in the government’s export 
policies which make it difficult for im¬ 
porters to depend on continuity of supply 
of Indian cotton for their regular use. The 
delegation has also criticised the attitude 
of government agencies handling exports 
as “most inflexible and un-businesslike". 

It is difricult to say whether the govern¬ 
ment will allow export of long staple 
cotton and in what quantity. Much will 
perhaps depend on the behaviour of cot¬ 
ton prices here as well as abroad as also 
on whether the trade off between long 
staple and short/medium staple cotton is 
a worthwhile proposition. Any export of 
iong/extra long staple cotton without 
arranging for simultaneous import of 
short/medium cotton is likely to have 
serious implications for the market. Cot¬ 
ton prices which have registered substan¬ 
tial declines from their August high levels 
and can be expected to ease further under 
pressure of new crop supplies during the 
next two to three months are almost cer¬ 
tain to resume an upward trend once the 
marketing season passes its peak, unless, 
of course, the government decides to aug¬ 
ment raw material supply through imports 
of fibre—cotton and/or viscose staple. 
The behaviour of cotton prices will also 
be influenced in no small measure by the 
trend of yarn/cloth offtake—domestic as 
well as overseas. 

MJTOMOBILE INDUSTRY 

Technological 

Dependence 

WHILE the government ^wanted the 
Suzuki Motor Company to increase its 


equity share-holding in Maruti Udyog 
from 26 to 40 per cent, the Japanese auto 
manufacturer agreed to do so only if 
Maruti was expanded with the introduc¬ 
tion of a Suzuki 1000 cc model. This is 
indeed puzzling since on paper at least the 
government’s policy is to keep foreign 
equity participation to a minimum, even 
in agreements that involve the transfer of 
.sophisticated technology. 

Maruti's expansion involves an addi¬ 
tional investment of Rs 93 crore, the 
foreign exchange cost of which will be met 
through Suzuki’s equity investment and 
a loan from the international financial 
market. According to R C Bhargava, 
managing director of Maruti Udyog, out 
of the proposed annual capacity of 30,000 
new model Suzuki cars, at least 4,000 cars 
would be exported to meet the import re¬ 
quirements. The import component in the 
first year of production will be 30 per 
cent. This will gradually be brought down 
to 10 per cent in three years. Commercial 
production of the Suzuki 1000 cc car is 
expected to start in 1990. The expected 
level of indigenisation is based on the fact 
that many of the components used in the 
present Maruti 800 model will also be 
used inthe 1000 cc model. Also, it has 
been decided to use the existing engine of 
the Maruti Gypsy for the new model car. 
The 1000 cc capacity car could be manu¬ 
factured on the assembly line that is being 
used for the manufacture of the jeep-like 
Gypsy vehicles which is significantly 
underutilised. 

The increase in Suzuki’s equity par¬ 
ticipation to 40 per cent raises the ques¬ 
tion of managerial control of Maruti 
Udyog. Already by virtue of its control 
over technology Suzuki is able to exercise 
effective control over decision making on 
technological issues. Suzuk'i has accepted 
no export obligation but with managerial 
control in its hands, it will be able to over¬ 
value imports from Japan and thus derive 
income in excess of profits, dividends and 
technical fees/royalties. Secondly, it is 
doubtful whether the assembly operations 
engaged in by the company with large 
foreign exchange outgoes on account of 
spares and components is at all signi¬ 
ficantly contributing to the development 
of the economy. Indigenisation of com¬ 
ponents is presently under way largely 
through Japanese collaborations. Thirdly, 
in respect of R and D, Maruti is akin to 
a subsidiary of Suzuki where R and D ef¬ 
forts are centralised at Suzuki’s head¬ 
quarters in Japan and Maruti can draw 
on the.se facilities at a high cost. Maruti 
thus remains technologically dependent 
on Suzuki. The recent proposal to increa.se 
Suzuki’s equity investment in Maruti is 
clearly not in the national interest. 


TWENTY YEARS AGO 

EPtV, December 2, 1967 

The ‘Golden Rush’ which preceded and 
followed sterling devaluation had begun to 
subside by early this week. After the de¬ 
valuation of the pound, the dollar, a.s the 
world’s other reserve currency, was left, in 
the words of the US Secretary ol the Trea¬ 
sury. ‘in the front line’, and so took a 
battering wtth the pound. The proximate— 
though not the real -causes of the devalua¬ 
tion of the pound were the progressively 
tougher hurdles which France pul in the way 
of successive credits requested by Britain 
from Luropean central banks lot piopping 
up sterling. And after November 14, France 
did its discreet best to spread the crisis of 
confidence from the pound to the dollar... 
France’s ultimate objective is to bring about 
a rise in the pi ice of gold by forcing the 
United States to devalue the dollar from the 
present level of $ 25 an ounce. While the 
US government has for the present success¬ 
fully avoided this, existing arrangements for 
international liquidity have been dealt a 
grievous blow... Apart from creating a 
liquidity shortage, this will bring out even 
more sharply than hitherto the contradic¬ 
tion inherent in existing arrangemcnis for 
financing international tiade: the main 
source of expansion of intei national liquidity 
would be a continuing US balance of pay¬ 
ments deficit; but a persistent payments 
deficit would iindeiminc confidence in the 
dollar and so affect its efleciivcness as the 
reserve curren y; if, on the othci hand, the 
US administration, sobeicd by recent ex¬ 
perience, takes steps to dose or nariow 
down the payments gap the major source 
of liquidity would dry up. 

• * * 

The unmistakable spontaneity of the 
massive upsurge in Calcutta and elsewhere 
immediately on the morrow of the overthrow 
of the United From Government jin Wtst 
Bengal] by means most foul may have been 
obscured somewhat by All India Radio’s 
consistently mendacious reports. The 
magnitude of the trouble was deliberately 
played down, apparently at the instance of 
the governor in Calcutta and the home 
ministry in Delhi... The will that prevailed 
was the will of a handful of totally non- 
political operators, careerists all, who after 
20 years of experience have found out how 
to exploit the differences among unprincipled 
politicians, and differences between the 
centre and the states, tven the differences 
within the Congress are shrewdly exploited; 
and neither Indira Gandhi nor Morarji may 
know the extent to which they are unwitting 
tools in the hands ol the anonymous 
bureaucracy. 

« * * 

If the crop loan system, vs hich ihc centre 
has once again recommended to the states 
for implementation this year, could work. 
It would be the ideal way of connecting 
finance to the new stiategy for agricultural 
pioduction. It has become clear through the 
years, however, that the various elements of 
the scheme can be of little avail unless a 
number of conditions are satisfied... Since 
hardly any ol these conditions are satisfied 
today, it is not surprising that the crop loan 
system has made little headway... All this 
augurs ill for the new strategy of food pro¬ 
duction which pivots on the high yielding 
varieties programme. 
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Excellence needs roots 



Development of human resources is the ^ 
key to progress. And Indian Airlines reflects 
it meaningfully in its wide-ranging training 
programmes — at a number of training 
centres. 

its three premier institutes at Hyderabad 
form the hub of the airline’s training 
activities ; the Central Training 
Establishment for pilots and engineers: the 
Commercial Trainihg College for 
Commercial staff and managers; and Cabin 
Crew Training School that trains cabin crew 
to serve you. 


The Management Training Centre at Delhi 
imparts latest inform^on and management 
techniques to executives at various levels; 
and the Instrument Procedure Trainer in 
Bombay trains personnel in instrumentation 
technology. 

True, we accord highest priority to human 
resource development. Because, like all 
dynamic organisations, we believe that 
tomorrow begins today... 



2034 


Economic and Political Wsekly NcvtrhOar Z S, -BUI. 




COMPANIES 


MODI ZEROX 

Communicating 
Computer Output 

MODI XEROX has moved out of the red 
and earned a gross profit of Rs 4.42 crore 
for 1986-87 as against a trading loss of 
Rs 4.48 crore in the previous year follow¬ 
ing increase in revenue from Rs 29.83 crore 
to Rs 58.49 crore. After depreciation, there 
is a net profit of Rs 1.45 crore against a 
net loss of Rs 6 crore previously. The pro¬ 
fit has been utilised to reduce the carried 
forward loss to R.s 4.90 crore. The 
management is confident of wiping out 
this loss in the current year. 

The company has already begun to 
make an impact on the international 
scene, with exports to UK, USSR, Poland, 
Holland, Spain, Bulgaria, Czechoslovakia 
and Zimbabwe. Exports during the year 
exceeded Rs 8 crore FOB value. Despite 
foreign exchange fluctuations and the ris¬ 
ing Yen, the company has already exceed¬ 
ed its commitment to the government, 
with exports of 44.75 per cent of its cost 


of production against a commitment of 
30 per cent. The order book continues to 
be strong with exports worth Rs 6 crore 
in hand. The plan for the current year is 
to cross Rs 17 crore in FOB value. The 
company has commenced commercial 
productipn of toner and developer and 
photo receptors at its Rampur plant. 

The directors have proposed to issue 
‘rights’ shares to the extent of Rs 4.99 
crore comprising 49.92 lakh equity shares 
of Rs 10 each at par to the existing 
shareholders to augment the long-term 
resources and to meet the working capital 
requirements of the company. 

Commenting on the future outlook for 
the company, B K Modi, chairman, says 
the company’s relationship with Rank 
Xerox and technical know-how agreement 
affords it access to the latest xerox pro¬ 
ducts and xerographic technologies. 
TVends are encouraging. The spread of 
computerisation helps the company, since 
computer output needs to be communi¬ 
cated. Photocopiers arc the best com¬ 
plementary add-on to a computer system. 
The company is now poised to establish 


The Week's Companies (Rs Lakh) 



Modi Xerox 

Tata Davy 

Saiirashtra t'cnieiil 


l.aiesi Year 

Last Year 

Ijilesi Year 

1 ast Year 

latest Year 

1 asi Year 


10 4 87 

30-4-86 

31-3 87 

3I-.3-86 

30-4-87 

30-4 86 

Paid-up ( ripital 

1247 

1247 

196 

196 

700 

700 

Reserscs 


— 

722 

852 

525 

500 

Burru\ving.s 

3857 

4118 

1144 

849 

3899 

3627 

of which Term Borrowings 

2419 

2121 

554 

279 

2434 

2286 

Gross fixed as.scts 

3363 

2253 

1669 

1668 

6191 

6168 

Net fixed assets 

2987 

2848 

1054 

12.34 

4918 

4960 

Investments 


_ 

— 

- 

— 

__ 

Current liabilities 

1508 

1442 

2944 

3345 

1822 

2064 

Current assets 

2936 

2101 

3247 

3787 

2027 

1905 

Stocks 

1363 

1167 

1498 

1150 

1138 

1036 

Book debts 

934 

567 

1013 

1266 

353 

268 

Net sales 

5849 

2983 

3402 

2194 

4141 

3643 

Other income 

151 

80 

19 

197 

19 

27 

Raw material costs 

2693 

1279 

1986 

• 695 

284 

214 

Wages 

438 

368 

290 

299 

255 

199 

Interest 

503 

312 

176 

179 

262 

215 

Gross profit (-f)/Ioss (-) 

442 

-448 

-301 

-24 

283 

669 

Depreciation provision 

297 

152 

186 

149 

300 

298 

Tax Provision 




— 

— 

- 

Net profit ( + )/loss(-) 

145 

-600 

-487 

173 

17 

.371 

Investment allowance reserve 

— 

— 


— 

— 


Tiansfer to'reserves 

— 


_ 

- 

— 


Dividend 

Amount P 





_ 

... 

E 


— 


— 

— 

— 

Rate (per cent) P 

— 

— 

— 

— 

— 

~ 

E 

— 

— 

— 

— 

— 

— 

Cover (times) 

— 

— 

— 

— 



Ratios (per cent) 

Gross piofit/sales 

7.55 

_ 



6.83 

18.37 

Net profit/capital employed 

11.62 

— 

— 


— 

3i.60 

inventories/sales 

23.33 

39.12 

44.03 

54.41 

27.48 

28.33 

W^ges/sales 

• 7.48 

12.33 

8.52 

13.63 

6.15 

5.46 


a position in other areas of office automa¬ 
tion and develop the niarket further by 
providing value-added solutions. 

TATA DAVY 

Revival Plan 

TATA DAVY has sunk deeper into the red. 
In spite of increase in sales from previous 
year’s Rs 21.94 crore to Rs 34.02 crore in 
1986-87, trading loss rose from Rs 24 lakh 
to Rs 301 lakh. After depreciation, net loss 
amounted to Rs 487 lakh again.st Rs 173 
lakh previously. With the fresh loss, ac¬ 
cumulated deficit mounted upto Rs 70S 
lakh. 

Both the engineering and manufactur¬ 
ing and the process engineering and con¬ 
struction divisions suffered losses. Due to 
losses incurred during this and earlier 
years, the company has come under the 
purview of the Sick Industrial Companies 
(Special Provisions) Act, 1985 which 
became operative on May 15, 1987. 
Necessary action is being taken by the 
company to comply with the provisions 
of the Act. To give direction and thrust 
to the company’s efforts to improve its 
operations, a comprehensive revival plan 
has been worked out and this envisages 
a sizeable injection of funds and the 
financial restructuring of the capital base. 
The revival plan is currently being examin¬ 
ed by SBI Capital Markets which has also 
been requested to pilot the proposals on 
behalf of the company with the financial 
in.stitutions and other concerned agencies. 

The company's order load as at the end 
of the year was Rs 52.44 crort New orders 
booked during the year amounted to 
Rs 8.99 crore. The liquidity position of the 
company during the year has been a cause 
of .some concern. The management is in 
dialogue with the company’s bankers to 
enhance these limits and to arrange for 
fresh injection of funds to meet working 
capital requirements. 

SAURA.SHTRA CEMENT 

Slack Demand 

SAURASHTRA CEMENT AND 
CHEMICAL INDUSTRIES has shown- 
disappointing results for 1986-87 with 
profit margins sharply down due to 
“unremunerative” price of levy cement 
and sustained >isc in costs. Sales were 
higher at Rs 41.31 crore against Rs 36.43 
crore in the previous year following in¬ 
crease in production and despatches of 
cement at 6,26,755 tonnes and 6.29,295 
tonnes against 5,49,212 tonnes and 5,47,(XX) 
tonnes, respectively, but gross profit drop¬ 
ped from Rs 6.69 crore to Rs 2.83 crore. 
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After depreciation, there was a net loss of 
Rs 17 lakh against a net profit of Rs 3.71 
crore previously. 

Work connected with the installation of 
132 KV feeder line has been completed on 
the company’s side and that on the GEB 
side is expected to be completed and the 
line energised by the end of 1987. The pro¬ 
posed recommissioning of the old kiln 
No 3 together with its subsequent moder¬ 
nisation would result in energy conserva¬ 
tion. pollution control, automation and 
increase in efficiency simultaneously with 
reduction in co.sts. The validity of the 
letter of intent granted by the government 
last year has been extended to the end of 
March 1988 and financing pattern of the 


phase II is being finalised. 

Current year’s operations are causing 
concern. Competition from new units en¬ 
joying pioneering status benefits and sales 
tax, excise and levy liability reliefs is tell¬ 
ing, and other major cost increases are 
having an adverse effect. Representations 
have been made to the government to 
review the recent hike in power costs but 
have todate drawn a blank. The company 
has also made rcrresentaiions to the 
government of Gujarat to extend the 
package of concessions granted to new 
units even if partially to the company in 
view of the large amount spent by it in 
modernising the unit. The central govern¬ 
ment has all along treated the modernis¬ 


ed units on .par with new units except in 
the matter of their last announcements 
relating to reduction in levy quota and 
excise relief. 

Meanwhile, the company has drawn up 
a scheme to further modernise the plant 
to achieve additional benefits arising from 
energy savings, better capacity utilisation 
and generally improved performance. De¬ 
mand has presently slackened due to the 
prevailing drought condition can 
reasonably be expected to improve to 
.some extent next year. The long-term im¬ 
provement can be expected after about 
two years, since no new capacity is being 
added and the existing capacities can cope 
with the demand. 


IN THE CAPITAL MARKET 


Hindustan Photo Films 

HINDUSTAN PHOTO FILMS will 
enter the capital market on December 9 
with a Rs 80-crorc bond issue (A series) 
comprising eight lakh 13 per cent secured 
redeemable non-convertible bonds of 
Rs 1,000 each for cash at par. Of the total 
issue, bonds worth Rs 40 crore arc to be 
placed privately with IJTI and I.IC and 
GIC. The balance of Rs 40 crore worth 
of bonds are for public sub.scription. The 
issue will close on December 19. In the 
case of cumulative scheme, interest at 13 
per cent will be compounded with half 
yearly rests. The maturity value of one 
bond of Rs 1,000 each after the expiry 
of seven years will be Rs 2,414. Under the 
non-comulativescheme, 1.3 percent sim¬ 
ple interest shall be payable half yearly 
upto the date ol redemption. 

The massive bond issue is to provide 
part of the finance required for setting 
up a project at Udhagamandalam in 
technical collaboration with E 1 Du Pont 
de Nemours and Company of the US for 
the manufacture of polyster base medical 
X-ray, industrial X-ray and graphic art 
films at an estimated cost of Rs 168.12 
crore. The project will have an aggregate 
capacity to produce 12 million square 
metres of polyster base films— medical 
X-ray (9.5 million sq metres), industrial 
X-ray (O.S million sq metres) and graphic 
art films (2.0 million sq metres). 

Speaking to reporters in Bombay on 
November 24 chairman and managing 
director of Hindustan Photo Films, 
P R S Rao said the plant and machinery 
for the Udhagamandalam pioicci vsould be 
fabricated by well known concerns in the 
country based on the designs supplied by 
the American collaborators. Besides. Rao 
said, a plant for the manufacture of 
audio, video, MSR film and computer 
tapes would be .set up at Ootacamund in 


collaboration with Magna Ibntrager 
Produktions GmbH, West Germany with 
a capital investment of Rs 9.25 crore. The 
project would be commissioned next 
year. Hindustan Photo Films has in¬ 
troduced for the first lime ever photo 
dispenser systems. 1 he automatic photo 
dispensing units shoot, develop and pro¬ 
cess all at one go in four minutes. The 
collaboraiot for this project is Photo-Mc 
International of the UK. 

The bond issue enjoys all the available 
concessions. The bonds will be listed on 
foui major stock exchanges at Madras, 
Bombay Calcutta and Delhi. 

The manager to the bond issue is Can- 
bank Financial Services, Bangalore. 

Best Boards 

BF.Sr BOARDS announced in Bombay 
on November 24 its decision to issue to 
the public 21 lakh equity shares of Rs 10 
each for cash at par, aggregating Rs 2.10 
crore. Of the issue, equity shares of 
Rs 76.50 lakh are reserved for prclcren- 
tial allotment to non-resident Indians. 
The issue will open for subscription for 
both for the non-resident Indians and the 
Indian public on December 14. The clos¬ 
ing date is December 24 or earlier but not 
before December 17. The public issue is 
being made to finance partly rhe com¬ 
pany’s Rs 13.15 crore project at Mora- 
dabad in UP to manufacture medium 
density boards including laminated/ 
vcneeicd boards. Using sugarcane 
bagasse as the raw material, the installed 
capacity of the project is 19.52 lakh sq 
metres in thickness range of three mm 
to 35 mm. 

According to A K Ihntia, managing 
director of Best Boards, the project will 
have state-of-the-art technology of the 
collaborator, Sunds Defibrator AB of 
Sweden. The plant and equipment, with 
computerised control, is being supplied 
by the Swedish collaborators who will 


also provide the complete design and 
engineering. A special feature of the pro¬ 
ject is the second line of production be¬ 
ing imported from Texpan, Italy, for the 
manufacture of thin boards for sub¬ 
stituting and entering the vast market of 
plywood. The project will start commer¬ 
cial production in March next year. 

Speaking to reporters in Bombay on 
November 24, Tantia said his company 
had been promoted by Bhartia Electric 
Steel (BESCO) whose turnover for the 
year ended September 30, 1987 amounted 
to Rs 29.15 crore and who declared a divi¬ 
dend of 18 per cent for the year. The 
managing director of Best Boards also 
pointed out that the country’s demand 
for wood panel products as estimated 
from the organised .sector alone was 460 
lakh cubic metres valued at around Rs 
600 crore per annum. The national em¬ 
phasis on forest conservation would, 
therefore, continue to persuade the 
markets to look for cost-competitive 
alternatives for wood panel products. 
Because of their closeness to the proper¬ 
ties of natutal wood panels and owing 
to their superior mechanical properties, 
medium density boards could readily be 
used in offices (wall panelling, partitions, 
false ceilings, false floorings and fur¬ 
niture) as also at home (kitchen cabinets, 
wardrobe!!, TV trollies, dining tables and 
flush doors). Similarly, he said, medium 
density boards were being extensively us¬ 
ed in the manufacture of panel and flush 
doors. The demabd projection for doors 
during the Seventh Plan period from the 
organised sector alone was 11 million per 
year which would mean a requirement of 
225 lakh sq metres. 

The equity shares of Best Boards will 
be listed at the stock exchanges in Delhi, 
Bombay, Ahmedabad, Bangalore, 
Calcutta and Kanpur. The managers to 
the issue are SBI Capital Markets, In¬ 
dustrial Finance Corporation and JM 
Financial and Investment Consultancy. 
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FROM THE IVORY TOWER 


DDl: Discpiieting Disorientation 
of India 

Arun GhoBh 

Planning has no relevance today except as an annual ritual within 
a five-yearly ritual. The government has no economic programme. 
It need not have one any longer, for the Doordarshan network is 
always there to divert the attention of the people from problems. 


Yuu say I am rtpeating 

Something I have said before. I shall say it 

again 

f Shall I say it again? 

T S tiiot ("nast Coker”) 

I CFRTAINLY shall say it again. It is a 
TOint worth hammering into the thought 
process, indeed the very subconscious of 
ivery adult Indian. We are, by and large, 

1 demorali.sed lot today. There are many 
:au.sc.s of our present state of demoralisa- 
lon. but let u.s not go into them. The pro- 
Dlem is that the resources of the govern- 
nent are being frittered away, not for 
■emoving the root causes of our dentorali- 
>ation but in an attempt to brainwash the 
sople, and this insidious attempt is now 
scgimiing to succeed. 

The Doordai.shan (DDl) is at the centre 
■)f this attempt. When Indira Gandhi first 
ntroduced colour TV into the country on 
he eve of the 1983 Asiad, she was well 
aware of what she was doing. Verily, as 
pomeone has aptly said, ‘if you canot give 
hem bread, give them circus’. What was 
ntroduced by Indira Gandhi as a circus, 
o divert the attention of the people from 
he acute problems facing the country, has 
oday become a permanent carnival. Even 
he British, when they introduced the 
ipium habit among the Chinese people 
n the 19th century, had not succeeded so 
tompletcly in lulling the entire popula- 
ion into a state of soporific stupor. 

Imagine the potential that ODI has. 
\ccording to data published by the Centre 
or Monitoring Indian Economy, as of 
vlarch 13, 1987, there were as many as 193 
rv transmitting centres in the country, 
xrvering a population of approximately 
SOO million. Indeed, the information 
ninister Ajit Panja has announced recent- 
y that by the end of the plan period they 
ire going to cover under the TV network 
tome 80 per cent of the entire population 
>f the country. 

Wasted Potential 

Think, then, of the potential, of the 
mmense positive impact that TV could 


have on the country. And compare it with 
the use made of TV today, in a country 
where—unlike the mgrkei-oriciitcd coun¬ 
tries of the west—TV is entirely controlled 
by the central government. If TV were to 
be used for no purpose other than the 
dis.semination of, say, primary education, 
and if the programme could be made 
interesting so that even (illiterate) adults 
could be made interested, the expenditure 
on DDl would have been well worth it. 
For, let us not forget, after four decades 
of independence our literacy rate is a 
miserable 36.2 per cent. That was the 
extent of literacy in February 1981, accord¬ 
ing to the 1981 Census, and it is doubtful 
if this figure would be very different today. 
But no. TV is to be used for a newly 
acquired di.sease in the form of ‘instant 
cricket’, for dull ribws replete with shots 
of useless seminars being inaugurated by 
luminaries—two, three, four seminars, 
conferences and similar lamashas every 
day—endless inanities being mouthed by 
our leaders (has anybody advised them 
that this over-exposure on the TV, es¬ 
pecially when they have so little to say in 
any case, is counter-productive?), for sex, 
violence and crime in the number of soap 
opera type serials beamed by DDl, for ag¬ 
gressive propagation of elitist consumer 
products which is now changing the social 
habits and mores of the upcoming 
generations. 

Take cricket, and forgive a digression. 
With Saturday a declared holiday, there 
are, as of now, 104 days whenlhe govern¬ 
ment servant is not required to work. Add 
14 days of closed (government of India) 
holidays and four drys of optional 
holidays, another 1^ days of casual leave 
and 33 days of earnecHcave in the year. 
You get a total of 169 holidays every year 
for every central government functionary. 
(Of course. Some senior civil servants and 
their personal staff are known to work 
through the week-end, but we are not talk¬ 
ing of them but of the staff generally.) 
This does not count ‘sick leave’, which is, 
of course, extraordinary. One is left with. 


for all practical purposes, 196 working 
days for the average central government 
employee—close to the 180 days limit 
which would make a worker either a ‘main 
worker’ oi ‘casually employed’ according 
to the Census as well as the National 
Sample Survey definition of employment 
status. 

To this working period of 189 days in 
the year you have now introduced ‘instant’ 
(and test) cricket which is beamed for days 
together, broadcast through the network 
programmes by DDl to a population of 
.SOO million (out of some 800 million). 
Understandably, a large member of offi¬ 
cials are AWOL, watching cricket. The 
Reliance Cup fever is barely ended and the 
dashing West Indies team is already upon 
us.,When the West Indies boys have gone, 
surely something else will crop up. TVuly, 
it is a permanent carnival with an impact 
on the work ethic generally, and a sopori¬ 
fic effect on the common people totally 
disproportionate to either the entertain¬ 
ment value of the programme or the im¬ 
portance of the games. The Reliance Cup 
is but one example, it is a symbol. But it 
has successfully pre-empted any serious 
national debate on the problem of per¬ 
vasive corruption (merely exemplified by 
the Bofors controversy), and how to tackle 
the problem in the tong run: removed 
from the agenda of the members of 
parliament even the problems created by 
the drought—in terms of inadequacy of 
employment and income for a large 
section of the population, of the severe 
loss of cattle wealth in Gujarat and 
Rajasthan, of the problem of increasing 
desertification of much of the country, of 
the problem of introducing new methods 
of dry farming. In short, the programmes 
beamed by DDl have inculcated a state of 
mind very close to the classic case of 
Tennyson's lotus eaters. 

Topsy-Turvy Priorities 

Indeed, if DDl has succeeded in 
anything, it is in aggressive propaganda 
for the sale of elitist consumer goods. 
Many sec in this development a new 
resurgence of the economy. Some spokes¬ 
men of the government, even many private 
research workers, have hailed this develop¬ 
ment as a new breakthrough, indeed as the 
vehicle for the future growth of the Indian 
economy. 

How sadly mistaken they are will be 
evident from the fact that the government 
today has no financial resources even to 
complete the high priority infrastructure 
projects under construction. This is not 
the occasion to comment on this problem 
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except to reiterate that the thrust for elitist 
consumerism is not only likely to spawn 
development, perhaps it is the cause of the 
steady decline in the rate of domestic 
saving after 1978-79. 

So, our priorities are alt topsy-turvy 
now. The demoralisation of the country 
is pervasive. Even the leftists do not know 
what to do or say. They are trying to piece 
together some plausible course of action 
even though there is a great deal of incon¬ 
sistency and illogicality in their pro¬ 
gramme (assuming they have one today). 
The government, of course, is sitting 
pretty. The plan has no relevance today 
except as an annual ritual within a five- 
yearly ritual. The government has no 
economic programme. It need not have 
one any longer, for the TV network is 
always there to divert the at letuion of the 
people from problems. 

How different it c«iuld be, though, con¬ 
sidering the enormous investment that has 
already been made on extending the TV 
network throughout the country, l.ct me 
hasten to add that the decision to extend 
the TV network to all parts of the country 
is a highly commendable one. We, the 
benetlciaries of TV in metropolitan areas 
like'belhi, C alcutta, Bombay and Madras, 
have no right to complain of the expen¬ 
diture involved in extending the TV 
network to the whole country. Indeed, as 
stated earlier, the extension of the TV 
network offers wonderful possibilities 
denied to us in the past. Harking back to 
the possibility of using TV for extending 
education to all villages, let us do a quick 
calculation. Suppose a community TV set 
is installed in each of our 5 lakh villages, 
and suppose we go in for black and white 
(not colour) TV sets at Rs 2,0CX) apiece. 
The immediate cost would be less because 
not all the villages are electrified, but let 
that pass. We are here thinking of reaching 
out to every village; and the installation 
of storage batteries with (or without) solar 
power would only raise the cost. Many of 
the villages have school buildings already, 
but let that also pass. The cost of the TV 
sets alone would be Rs 100 crore. Add 
another Rs 200 crore for providing the 
rudiments of kutcha school building in 
which the TV set is to be installed. For 
Rs 300 crore at the obtside, all the villages 
in India can be equipped with a school 
building with a "TV receiver set. 

Our greatest lacuna is by way of good 
teachers. In faa, it is difflcult to find good 
teachers even for our fancy ‘Navodaya’ 
schools, let alone for the 5 lakh primary 
schools. This problem can be easily solved 
by having really competent, well paid 
teachers to impart primary education to 
all children, through TV. Of course, we 


have to have these courses in sixteen or 
more regional languages. That only im¬ 
plies that these programmes have to be 
regional, not central. The outlines of the 
programme~or rather, the contents of the 
(Programme—could be decided by a 
neutral central agency, not the department 
of education but a committee of really 
competent people who know the psycho¬ 
logy of the child and know how to pre¬ 
sent the subject matter in an interesting 
manner. Let me add that in the matter of 
primary education there need be no 
controversy in regard to dogma or ‘class 
orientation’ of what is taught. That comes 
much later. To begin with, we are only try¬ 
ing to solve the problem of illiteracy. You 
cannot develop a country, you cannot ex¬ 
pect participation of all in the function¬ 
ing of a democratic society, where a 
majority of the population cannot even 
read and write. That was our first priority 
after independence. Somehow we have 
missed out on that programme, but let us 
make amends. The existence of the TV 
network makes it possible for us to achieve 
this goal quickly, at low cost, efficiently. 
Efficiently becau.se we can afford to 
employ really good people, experts in child 
psychology, to devise the programme. And 
to leach children aided by a blackboard 
(missing in most primary schools today). 

Think of the further possibilities. Wc 
could move on from primary to secondly 
education. Wc could pursue the dis¬ 
semination of a university education 
t.hrough the open university, much in the 
manner that this is done in the UK for 
persons already employed by beaming 
interesting educational programmes early 
in the morning and late at night and leav¬ 
ing the would-be students to decide on the 
subjects in which they would pursue 
higher education through correspondence. 

Again, the secret is that in this manner, 
we can use the service of a few competent 
experts to introduce the best education 
throughout the country. How much 
monQr are wc spending on the ‘Novodaya’ 
schools? We do not really need them if 
this alternative system can be made to 
work. 

Of course, direct personal presence of 
a teacher helps. The existing teachers can 
be retrained to assist in explaining, in 
elucidating, in making the students think 
for themselves. 

SmoNG Vested Interests 

Or, take agriculture. The type. of 
agricultural broadcasts mad! in Japan, 
based specifically on actual conditions in 
different parts of the country at different 
points of time—and depending on the 
«tate of the weather and other factors— 


could really help the fanner, not the inane 
programmes beamed today. ^ 

We could do all of these things, and 
more. Instead, we have a profusion of 
soap opera; of sex, violence, crime on TV; 
of horrid pictures which should not be 
watched by children; of, as I said earlier, 
inane speeches, dull (and counterproduc¬ 
tive) propaganda, and ‘instant cricket’. TV 
is being used effectively to deaden the sen- 
sibilites of the people, to get them away 
from the reality into a world of 
make-believe. 

Let me hasten to add, there are good 
programmes occasionally. DDl program¬ 
mes are not all soap. But they are meant 
for the sophisticated watcher. We could 
have such programmes, but it is far more 
important to ponder over how best we can 
use the TV to spread literacy around the 
country, to prevent disease (there are some 
programmes of this type even today, 
though generally made uninterestingly) 
and to make people generally more aware 
of out habitat, our environment, our 
problem.s. 

Are wc going to do all this? It does not 
cost much money, but it requires both will 
and effort. And relentless pursuit of the 
objective. However, we may as well talk 
to pigeons, becau.se there are strong vested 
interests in perpetuation of programmes 
which can only lead to increasing disorien¬ 
tation of the people and to a hardening 
of antediluvian ideas among the populace. 
(What is the social impact of Sita’s ‘agni 
pariksha',- in the highly popular pro¬ 
gramme beamed every Sunday morning? 
Has anybody pondered over this among 
other issues?) 

No. DQl is likely to remain, in the 
foreseeable future, an instrument making 
for a disquieting (but very definite) 
demoralisation and disorientation of the 
Indian people. 


Gandhian Institute of Studies 

Rajshat, Varanasi. 

The last date for the receipt of ap¬ 
plications for the post of PROFESSOR 
IN ECONOMICS in response to our 
advertisement appearins in Economic 
and Political Weekly dated 7th 
November 1987 has been extended 
from 16th November 1987 to 23rd 
December 1987. 

Naseshwar Prasad 
Director. 
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INTERNATIONAL AFFAIRS 


inking Like a World Power 

GPD 

The section of Zhao Ziyang’s political report to the Thirteenth 
Congress of the Chinese Communist Party dealing with the 
international situation makes it clear that after a long time China 
is a world power and thinks like one. No longer are China’s 
international concerns dominated by the Soviet Union or the 
situation in the Indochinese peninsula. 


THE Deng-Zhao faction which has emerged 
victorious in the ongoing<debatcs in China 
has issued quite a manifesto in Zhao 
Ziyang's political report to the Thirteenth 
Congress of the Chinese Communist I’arty 
in Beijing last month. The 33,000 character 
report has only a small section on foreign 
policy, rather the international situation. The 
report assured everyone concerned that the 
international situation is quite favourable to 
China. It reiterated China’s determination 
to pursue an independent foreign policy The 
term •independent’ is being used for want 
of a better term, one reckons. Whose foreign 
policy is not independent or whose is in¬ 
dependent arc two quite rhetorical but 
legitimate questions. They are not just af¬ 
firmative and negative forms of the same 
question. They arc quite different questions. 
Each has a place and a legitimacy in foreign 
policy discourse depending upon the vantage 
point from which you approach a given 
state’s behaviour in international politics. 

To begin with, it is useful to remember 
that this is not the first time, nor would it 
e the last, when the Chinese leadership is 
oing to talk of an ‘independent’ foreign 
policy. It would seem that'a developing, third 
world state alone can talk of an ‘indepen¬ 
dent’ foreign policy. The dependency syn¬ 
drome is so doininent in the third world 
situation that more often the independent 
foreign policy is quite simply a redundant 
expression. In that situation the rhetoric of 
who is independent anyway would be quite 
legitimate There ‘more or less dependent’ 
would be. the criterion of judging foreign 
policy. In other cases—clearly fewer cases— 
‘more or less independent’ would be the 
criterion. In this sense these two are not af- 
flrmative or negative formulations of the 
same phenomenon. They are mutually ex¬ 
clusive categories in their application. 
China’s foreign policy can be independent. 
South Korea’s cannot be. In short, the two 
countries repres^t totally different worlds. 
When the Chinese leaders speak of an ‘in¬ 
dependent foreign policy‘ thoy are quite con¬ 
sciously putting themselves in a distinct 
worfd. Th^ mean to say that in terms of 
poverty and underdmiopment they do 
i belong to thes third world. But in terms of 
'the ‘wiU to power’, to use a Nieizschean teriq, 
they don’t quite belong there. Beijing is an 
autonomous dedsiep-making centre in world 
politics. The Chin^ Communist .Party is 
determined to keep it sa'When Knischev 


made fun of the Chinese desire to go nuclear 
saying that they drink watery soup and 
dream of having nuclear weapons, Chen Yi, 
the then Chinese foreign minister had .stated 
that “let alone drinking watery soup, if 
necessary we shall go without pants, but we 
shall make a nuclear weapon” That spirit 
of independence and perhaps not-so-fas 
hionabic national pride has always charac¬ 
terised Chinese foreign policy. In Deng 
Xiaoping’s time there has been a resurgence 
of it. The recent Congress has reasserted it. 

That however is not ail. Zhao’s comments 
on the international situation demonstrate 
that China has moved from regional obses¬ 
sions to global concerns. Chinese foreign 
policy yas always marked by certain global 
concerns, a certain wehonschauung. Over 
the past decade that was vitiated to a con¬ 
siderable extent. It looked as if territory and 
security were the only concerns of China, 
that China does not have a position of its 
own on general international affairs. The 
situation compared to an extent to the 
shrinking of Indian concerns which occur¬ 
red during Indira Gandhi’s time. The Nehru- 
Mcnon foreign policy was operating, at 
times overambitiously, as if all the world was 
a stage. Indjra Gandhi with all her globe¬ 
trotting in the finest sarees succeeded in 
limiting the concerns of India’s foreign 
policy. Something similar happened in 
China. The Congress reversed this tenden¬ 
cy by welcoming the US-Soviet agreement 
in principle on the question of medium 
range missiles. A third world state; especially 
one of the size of China, must have its own 
position on the behaviour of big powers and 
generally on the state of the world. China’s 
foreign policy posture is significant now 
more than ever because it is clear from ,he 
report that the Soviet Union or the situation 
in the Indochina .peninsula does not 
dominate China’s concerns. Going by the 
political report of the Congress, it would ap¬ 
pear that Afghanistan and Kampuchea do 
not worry the Chinese, not terribly anyway. 
Chinese foreign policy has been in the post- 
Afghanisian phase for sometime. Zhao 
Ziyang’s comment on the international 
situation would imply that China is on the 
threshold of a post-Kampuenean phase, if 
not actually in it. Already Vietnam and 
Kampuchea feature less and less in Chinese 
commentaries and statements. The term 
h^emonism, like social imperialism some 
years ago, has disappeared from the Chinese 


repertoire of political abuse. 

Clearly, a new and more vigorous relation¬ 
ship with the Soviet Union and soon there¬ 
after with Vietnam can be foreseen. Reagan 
or his successor willing, Sino-American rela¬ 
tions will continue to thrive. There is no 
reason why they would not. If there are dif¬ 
ficulties at all, they would be created by the 
Americans who are already worried (quite 
unju.stinedly) about a warmer relationship 
between China and the Soviet Union. The 
Americans seem -to be worried about two 
things these days. One is what happens if 
the Gorbachev experiment succeeds and the 
other is the ‘normalisation’ of the relation¬ 
ship between China and the Soviet Union. 
It is hard for a third world country to be in¬ 
dependent in its foreign policy (as our young 
prime minister is slowly discovering). China 
is determined to demonstrate that it can be. 
One way of doing so is to establish a normal 
working relationship with the Soviet Union. 

I he other big power is not ignored either. 
Taiwan has been a problem between them. 
The Zhao Ziyang report has come closest 
to disentangling Sino-American relations 
from the Taiwan question. It has said that 
the arrangement worked out in relation to 
Hong Kong and Macao could be the basis 
of the eventual merger of Taiwan with 
mainland China. ‘One state, two systems’ is 
the formula. Capital in Ihiwan, both na¬ 
tional and international, would be quite free 
to operate. A part of China could be 
capitalist, if it so desires. What is important 
is that there can and should be no perpetual 
partition. It is difficult for people of this 
region to see the wisdom of such a policy. 
South Asians believe in partitioning 
them.selves to death. The East Asian perspec¬ 
tives are different. The Vietnamese resisted 
a partition of their nation. The Chinese have 
not reconciled themselves to the fact that 
there is a Republic of China. The South 
Asians are not even conscious that they share 
a history and a culture. Colonialism has 
caused serious damage to South Asian 
memory. Anyway, the Chinese have not given 
up their insistence that all that goes by the 
name of China has to stay under one flag. 

But in so asserting the Sino-American 
relationship has been freed of any blame for 
the existing situation or of the responsibility 
for changing it. It seems that in the Chinese 
view the job of integration of Ikiwan is 
beyond the Americans and therefore it is 
futile to blame or expect anything from 
them. The good old Chinese nationalist geisi 
(spirit) would achieve that. 

The section on the international situation 
in the political report thus exudes a general 
air of optimism and confldence It pf course 
warns that over the pa.st decades “not a 
single hot spot [in world politics] has been 
removed and, moreover, there exists the 
danger of escalation in some regional con¬ 
flicts”. But on the whole the tone of the 
report is sober, accommodative and mildly 
optimistic. It shows once again after a long 
time that China is a world power and thinks 
like one. 
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IDBI offers for sale a new series of 
3 year bonds. Amounts invested in 
the bonds xe eligible for claiming 
exemption from capital gains tax 
under section 54 E of the Income 
Tax Act, 1961. 

Other benefits available for 
investments in the Bond? are 
non-deduction of tax at source 
on interest paid on the bonds; 
exemption from Wealth Tax 
(under section 5(1) xvie of the 
Wealth Tax Act, 1957) and Income 
Tax benefit under Section SOL. 
Individuals, HUFs, Firms and 
Companies are eligible to invest in 
the bonds. The bonds can be applied 
for at any time and are available 
throughout the year. Applications 
have to be for a minimum amount of 
Rs. KKX) and in multiples thereof. 
(Outstation cheques are also 
accepted and cost of collection of 
the cheques will be borne by IDBI.) 

The bonds carry interest at 
9% p.a. payable half yearly. 
Interest coupons for the entire 
3 years period of investment will be 
given at the time of investmentitseH 
At the investor's option, interest 
for the full period of 3 yeara 
could be paid in advance on 
discounted basis. Under this 
option, the investor will receive for 
every Rs. 1000invested, an amount 
of Rs. 235 by way of interest 
payment soon after investment. 


Ja For further details contact the nearest IDBI office or write to Manager. 

BSl INDUSTRIAL DEVELOPMENT BANK OF INDIA 

JoDy Maker Chambers No. 2 225, Vinay K. Shah Marg, Nariman Point, Bombay 400 021. 
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Bhopal: The Continuing Toll 

Anil Sadgopal 
Sujit K Dae 

Freshly available medical evidence, collected by an investigation 
conducted under the aegis of the ICMR, shows that the poison 
from the Bhopal gas leak is still persisting in the bodies of the 
victims. This medical evidence of systemic and persistent toxicity 
renders Union Carbide Corporation liable for all multi-systemic 
ailments that the gas victims are suffering from as well as the 
teratogenic, carcinogenic and mutagenic risks they face. 


FRESHLY available medical evidence, 
recently submitted to the Supreme Court 
of India, shov«rs that the poison from the 
Bhopal gas leak may still be persisting in 
the bodies of gas victims. This finding 
would have major consequences on the 
very nature and quality of the compen¬ 
sation case against Union Carbide Cor¬ 
poration, USA (UCC). An out-of-court 
compromise between government of India 
(OOI) and UCC is reported to be immi¬ 
nent. This scientific evidence was collected 
by a team of investigators of the Depart¬ 
ment of Endocrinology and Metabolism 
of the All India Institute of Medical 
Sciences (AIIMS), New Delhi, led by 
Dr M G Kiurmakar. The results of their in¬ 
vestigation, conducted from July 198S to 
March 1987, incontrovertibly established 
that urine samples of gas victims contain¬ 
ed a significantly higher amount of a 
chemical called thiocyanate. Although this 
investigation was carried out under the 
aegis of Indian Council of Medical 
Research (ICMR), the premier medical 
research organisation of the country, the 
ICMR authorities failed to see the pro¬ 
found signiflcance of this new evidence 
and terminated the project prematurely. 
Consequently, the toxicological status of 
gas victims could not be monitored 
beyond March 1987. 

Background: The Medical Context 

Ironically, this was what the ICMR 
authorities along with Dr Heeresh Chan¬ 
dra, head of Bhopal’s Mtdico-Legal In¬ 
stitute, had claimed from January 1985 
onwards. They had, however, hastily con¬ 
cluded that this observation implied that 
MIC exposure led to cyanide poisoning. 
This was in contrast to the theory pro¬ 
pounded and vigorously pursued by UCC 
from the very banning that since MIC 
WHS the only component of the toxic emis¬ 
sion, there could not be any question of 
systonic and persistent toxicity. According 
to UCC, MIC is instantly transformed 
into harmless methylamine on contact. 


with water on body surfaces, e g, eyes and 
lungs; MIC, therefore,' cannot enter the 
blood stream and cannot cause any syste¬ 
mic and persistent toxicity: MIC, at high 
concentrations, could at mo.st cause only 
varying degrees of local injury at the point 
of contact (i e, eyes and lungs); multi- 
systemic disorders reported by gas victims 
are due to the secondary effects of hypoxia 
(lack of oxygen) resulting from lung in¬ 
jury. In order to bolstef up this theory, 
UCC suppres.sed all vital information in 
its possession regarding (a) chemistry of 
exothermic reaction and thermal decom¬ 
position-of MIC that took place in the 
fateful Tank No 610, (b) identity of the 
components of the toxic emission, (c) bio¬ 
chemical fate of MIC in the human body 
as well as toxicological impact of the leak¬ 
ed gas, and (d) antidotal treatment of 
systemic poisoning by MIC.' 

However, a number of Indian investi¬ 
gators. at quite an early stage, detected 
signincant pointers towards the possibility 
of systemic and persistent toxicity of the 
gas-exposure. Medico Friend Circle’s 
epidemiological study reported presence 
of multi-systemic aiinients including high 
frequency of non-re.spiratory symptoms in 
a significant number of victims. Among 
the hospitsilised patients, ICMR noted 
that in about 40 per cent patients suffer¬ 
ing from respiratory symptoms no organic 
damage to lungs could be detected. 
Laboratory investigations revealed 
presence of carbamylated haemoglobin 
(haemoglobin linked with.MIG) and anti- 
MIC antibody in blood samples drawn 
from gas victims. Animal experiments, 
conducted at Defence Research Develop¬ 
ment Establishment. Gwalior, established 
that MIC could cross air-blood barrier in 
the lungs to enter the blood stream. 

The most significant finding, however, 
was ICMR’s claim that urine thiocyanate 
levels of gas victims were elevated 2-3 fold 
and administration of sodium thiosulphate 
injection, a known antidote of cyanide 
poisoning, resulted in further 8-10 fold 


elevation. ICMR’s diagnosis of cyanide 
poisoning based on this finding had scien¬ 
tific basis. It is commonly believed that 
cyanide is such a poison that even a drop 
causes instant death. This is not true. 
Cyanide radicals enter the human body 
everyday through certain foodstuffs or 
through consumption of tobacco. Com¬ 
bining with sulphur by enzymatic action 
in the body, cyanide is converted into thio¬ 
cyanate to be excreted through urine. In 
case of acute cyanide poisoning when 
lethal amount of cyanide enters the body, 
the victim dies unless an extraneous large 
source of sulphur (e g, a sodium thiosul¬ 
phate injection) is quickly made available 
When it transpired that there was no 
recorded case of chronic cyanide poison¬ 
ing, ICMR invoked the theory of 'enlarged 
cyanogen pool’ implying that the poison 
had somehow been existing in a com¬ 
paratively stable form to act as a con¬ 
tinued source of cyanide and steadily been' 
converted into thiocyanate in the body in 
increasing amounts. It is on this basis that 
ICMR recommended mass therapy of the 
symptomatic gas victims with sodium 
thiosulphate. 

The MP government not only did not 
implement ICMR’s recommendation but 
went to the extent of closing the volun¬ 
tary health clinic Janaswasthya Kendra 
where sodium thiosulphate was being ad¬ 
ministered to gas victims with palpably 
beneficial results. Acting on a petitiontsf 
the gas victims and their physician 
Dr Nisith Vohra, the Supreme Court of 
India ordered restoration of Janaswasthya 
Kendra and constituted a seven-member 
expert committee with five members from 
official bodies including MP government 
and two non^official representatives from 
voluntary organisations. The Supreme 
Court Committee was entrusted, inter 
(ilia, with preparing a scheme of detoxi¬ 
fication and medical relief, to arrange for 
monitoring the implementation of medical 
relief, and to carry out proper epidemio¬ 
logical and house-to-house survey which 
will be “necessary for the purpose of 
determining the compensation payable to 
the gas affected victims and their 
families”. The committee, however, after 
one year of deUberation, decided to submit 
two reports—one by a majority of official 
members and the other by the minority 
constituted by the two non-official 
members. The minority members submit¬ 
ted a preliminary report of concern to the 
Supreme Court on October 26,1987. This 
report presented the evidence collected by 
the AIIMS team and recommended im¬ 
mediate consideration of this scientific 
evidence by the concerned authorities, 
including GOI, for the purpose of urgent 
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medical relief and. intervention in the 
imminent compromise in the compensa¬ 
tion case. 

ICMR’s postulation of cyanide poi.son- 
ing had not found favour in scientific 
circle fos a number of rea.sons. First, 
presence of cyanide in the toxic emission 
or evidence of conversion of cyanide from 
MIC could not be demonstrated. Second, 
and most important, the data on urine 
thiocyanate levels and sodium thiosul¬ 
phate therapy collected and presented by 
ICMR were scanty, confusing and bereft 
on any scientific validity. Indeed it may 
be observed without hesitation that the 
standard of scientific and medical in¬ 
vestigations carried out on Bhopal 
disaster by most of the top class research 
organisations is so poor as to be rejected 
at the undergraduate level. One example 
will suffice. It was in December 1986, after 
two years of study and research, that 
ICMR discovered that no proper control 
study was undertakcn;'conclusions ai rived 
at and recommendations issued were 
without any proper control study. 

MLIIK AI l.MI't K At tONS 

The status of the latest findings differs 
in this respect that the All MS team ap¬ 
plied rigid scientific norms. They used a 
more reliable and specific method of 
estimation of urine thiocyanate; used a 

statistically valid method of sampling 
both gas-expo.sed and control popula¬ 
tions; took into account the effect of 
tobacco consumption on the output of 
urine thiocyanate; carried out a follow-up 
analysis six months later on the same in¬ 
dividuals. According to the Report, “our 
rigorous statistical analysis of the AllMS’ 
data... shows that the elevation of urine 
thiocyanate levels was highly significant 
on a statistical basis and that, even as late 
as in March 1987, about 25 per cent of 
children and 37 per cent of adults were 
found to be excreting abnormally high 
amounts of thiocyanate. This clearly 
signifies the pos.sibility of some poisonous 
chemicals remaining in the body for a 
long time after the tragedy”. 

This evidence of systemic and presistent 
toxicity explains the underlying cause of 
various observed phenomena relating to 
gas victims* ill health, e g, multi-systemic 
ailments, respiratory distress without 
organic damage to lungs, loss of work- 
power, easy fatiguability. It also explains 
the alarming findings of Medico f riend 
Circles’ Pregnancy Outcome study show¬ 
ing an almost four-fold increase in the 
spontaneous abortion rate in gas-exposed 
women, including even those women who 
conceived 10 months after the gas leak. 
Carcinogenic and mutagenic risk of the 
gas-exposure is yet to be monitored and 
assess^. 

Elevated urine thiocyanate levels, how¬ 


ever, do not necessarily impl^ cyanide 
poisoning alone, as has so far been assum¬ 
ed by ICMR scientists. A lot of other 
avenues stared us in the face for explora¬ 
tion but peculiarly the researchers have so 
far turned a blind eye to them. The widely 
published report of the Varadarajan Com¬ 
mittee, presented to the parliament in 
December 1985, identified at least a do 2 en 
other toxic chemicals in the residue left 
in the exploded tank. For unknown rea¬ 
sons, toxic effects of those chemicals on 
human body have not been studied. 
Mcthylamine, to which MIC was conver¬ 
ted on contact with water according to 
IJCC, is actually a highly toxic chemical. 
What happened when such an enormous 
amount of methylamine was formed in 
the lungs? Nobody seems to have asked 
this question. Finally, multiple evidence 
of systemic invasion .of MIC are now 
available. Given its propensity to react 
with proteins, MIC itself and its 
metabolites should have been vigorously 
investigated with regard to the biochemical 
basis of their persistence in and pathways 
of their removal (i e, detoxification) from 
human body, sodium thiosulphate could 
very well have a detoxifying role against 
MIC-related poisons as indicated by the 
Gwalior study which showed that prior 
administration of sodium thiosulphate 
had a protective effect on animals expos¬ 
ed to MIC. Particularly strange is the jet¬ 
tisoning of an ICMR research project, 
conceived within eight weeks of the gas 
leak, entitled ‘Clinical and Forensic Toxi¬ 
cological Studies in MIC Affected Per¬ 
sons’. This was the only research project, 
among a score, which had a declared ob¬ 
jective of studying the toxic effects of 
MIC and its derivatives on human body 
and searching for appropriate antidotes. 
The entire research efforts carried out by 
giant organisations like ICMR, CSIR, 
ICAR, DRDE, etc, are devoid of any cen¬ 
tral toxicological perspective. 

WllV COMPROMISt? 

Medical evidence of systemic and per¬ 
sistent toxicity renders UCC liable for all 
multi-systemic ailments that the gas vic¬ 
tims are suffering from as well as the 
teratogenic, carcinogenic and mutagenic 
risks they' face. Such liability, obviously, 
cannot be discharged by a single-shot 
compensation. Medical relief, research into 
the toxic properties of the poisons and 
their appropriate antidotes, monitoring 
and management of long-term effects— 
all these call for allocation of enormous 
resources and scientific manpower. It is 
apparent that the GOl has not been think¬ 
ing in these terms. It is reported that about 
5 lakh claims for compensation have been 
received by GOl through its authorised 
claim-forms which asked for information 
on urine thiocyanate levels of the claimr 


ants. Whatever happened to all that in¬ 
formation? It is apparent that GOl had 
not been able to present a comprehensive 
picture of physical illness of the gas vic¬ 
tims to the Bhopal Court, nor does it feel 
confident enough to rebut the aigument 
of UCC denying its fiability. Otherwise, 
there is no ground for opting for an out- 
of-court compromise. Here lies the re¬ 
levance and importance of the aforesaid 
medical evidence which explains all 
fragmentary findings of non-respiratory 
ailments, increased rate of spontaneous 
abortion, persistent loss of work-power 
and easy fatiguability, symptomatic relief 
on sodium thiosulphate therapy, presence 
of carbamylated haemoglobin, anti-MlC 
anti-body, disturbed immune parameters. 
Will the GOl make use of this pvidence? 

Why does not the government make its 
arguments public? Secrecy in this respect 
appears to be counter-productive. Even if 
it does not have a watertight case, an open 
public .scrutiny of the government’s brief 
would rather be helpful. Evidence col¬ 
lected by all non-official bodies and 
organisations might add to its strength. 
But then evidence is required in case of 
a court fight; it is irrelevant to an out-of- 
court compromise. Since the GOl is 
reported to have come down from its 
original claim of S 3.3 billion to $ 500 
million, the question of a fight appears 
to have been ruled out in the government’s 
legal strategy. 

An out-of-court compromise releases 
UCC from all of its liability for ever. Such 
an end to the tragic drama of Bhopal will 
have far-reaching implications. In "the 
midst of agony and despair, Bhopal 
created hopes for better preparedness for 
future unforeseen disasters—better legal 
safeguards, better medical relief and 
research, better control on multinational 
operation and liability, and of course, bet¬ 
ter awareness and alertness. Nothing 
seems to have followed. 

All said and done, why compromise? 
What do the gas victims have to lose, if 
they are allowed to opt against com¬ 
promise? Union Carbide has, in any case, 
already admitted its liability for the gas 
leak and instant deaths. There will also 
be no difficulty in convincing any judge 
as regards UCC’s liability for later deaths 
and injury to the eye and respiratory 
system. In the perspective of equiv^al 
conduct of UCC in suppressing informa¬ 
tion on poisonous effects of MIC and 
therapeutic measures, a most conservative 
judgment may carry an award of mote 
than $ 500 million. What is there, one may 
ask again, to lose? 

There are people who argue that, in 
case of a court fight, many embarrassing 
acts of omission and commission on the 
part of the Indian authorities might come 
to light. Be as it may, such a contingency 
will not alter the fact of gas-leak and its 
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persisting ill effects. One may even argue 
that, left to their own efforts, the gas 
victims might have obtained a better com¬ 
pensation in the courts in the US or in 
India. The Bhopal Gas Leak Disaster 
(Processing of Claims) Act, 198.‘i, however, 
pre-empted the victim.s, depriving them of 
their right to sue UCC. In the absence of 
a legal or constitutional right to informa¬ 
tion, the gas victim? do not know why 


1 HD. L’onseciiicnces of laininc are not con¬ 
fined to those who arc its sictiins.- it also 
affects those w ho arc on the other side of 
the production lelutions in which the vic¬ 
tims ate enmeshed Its effects spicad from 
the agiicultural sectoi into the industrial 
sectot and even into the country's inter¬ 
national economic relations, in hrict the 
whole economic system is affected. 

liuninc will wipe out pail of the con¬ 
cessions wtested by the peasants and 
agricidtmal labenircis. When the rents 
peasants pac arc dcteimined not so much 
by the economics of the market, as by the 
force oi e\tta-economic coercion that the 
landlords can bring to bear, the weaken¬ 
ing ot peasant economy will make more 
difficult lesistance to the landlords’ at¬ 
tempts to increase rents and other ap- 
propriatioi's. Similarly with respect to 
usury rates. A number of poor peasants 
(marginal farmers in the incorrect, official 
jargon) will be forced to sell their land. 
Some among them are likely to be turned 
into tenants-at-will, shaiecroppers on the 
.same lands, and others into agricultural 
labourers. Among the agricultural 
labourers bondage would increase. There 
are already reports of agricultural 
labourers being forced into bondage and 
destitute women into prostitution. 
Pauperisation (which is not the same thing 
as proletarianisation) and bondage are in¬ 
evitable results of famine. Famine weakens 
the old mode of production, it, in a sense, 
helps clear the way for some form of 
capitalism. But to what extent capitalism, 
the capitalist organisation of production, 
takes over depends on a number of fac¬ 
tors (including the nature of the old mode 
of production and imperialism’s necessity 
of otherwise of a reorganisation of pro¬ 
duction) and not on the extent and severity 
of famine itself. Rather than a strengthen- 


their right for a just compensation is being 
compromised. Looking from all angles, 
the decision for an out-of-court com¬ 
promise appears to be political—medical, 
scientific, legal, humanitarian factors have 
been discounted. One would be resigned 
to conclude that the entire exercise actually 
provides political protection to the giant 
multinational. Union Carbide Corpora¬ 
tion, US;^. 


ing of capitalist production, there might 
well be an intensification of feudal forms 
of exploitation. 

In industry, an immediate effect of the 
drought is that production of agro-based 
industries, like sugar, has been hit. A fall 
in cotton and oilseeds output is certain. 
Indu.strics supplying inputs to agriculture 
are facing a crisis situation, with stocks 
piling up. In the next round, industries 
supplying consumer goods (textiles, bicy¬ 
cles, soap, etc) to the agricultural sector, 
will be affected by the fall in agricultural 
incomes. Faced with a shrinking market, 
the first response of industry is to 
postpone expansion plans and cut down 
on investments. Fquipment suppliers are 
already facing a fall in orders. It has been 
estimated (by Ishcr J Ahluwalia and 
others) that a one per cent fall in 
agricultural income will lead to a 0.5 per 
cent fall in industrial income. Spokesmen 
for industry are foreseeing a possible 
recession for industry from March 1988. 
Some of the industry predictions mu.st be 
taken with a pinch of salt, as they are 
meant to induce govri nment to give more 
concessions. But it is certain that in¬ 
dustrial growth will slow down. The ques¬ 
tion is only about whether there will be 
an actual fall, as FIC'Cl expects. Given the 
government’s slackness in running relief 
works, a fall in industrial demand is most 
likely. 

The famine, then, represents a serious 
crisis for the economy. The claims for 
both the much-vaunted stability of Indian 
agriculture and the new growth path of 
the economy, will be tested and the reality 
revealed. The large-scale destruction of 
rural (agricultural and non-agricultural) 
incomes will reduce the market for mass 
consumption goods. Along with increas¬ 


ing the rural-urban gap, the famine will 
furthet narrow the already narrowly-based 
industrial growth. 

The considerable stock of foodgrains 
with the government may make it seem 
that the drought will not adversely affect 
the external payments position. But, while 
imports of foodgrains may not be needed, 
there will, however, have to be increased 
imports of oilseeds along with sugar and 
even cotton. Whatever the scale on which 
relief wotks are undertaken, the govern- 
tnent’s financial position is going' to 
worsen. The recently-announced tax sur¬ 
charges may be more than offset by the 
reduced collections due to the industrial 
slow-down. 

The external payments position and the 
overall resource position of the govern¬ 
ment arc bound to deteriorate. The 
economic crisis is affecting agriculture, in¬ 
dustry, external payments and the resource 
position of the government. It means not 
just increased misery for the toilers and 
small to middle property owners. The 
economic crisis will not leave the ruling 
classes untouched. In agriculture, though 
the asset-holdings of landlords and 
moneylenders may increase, their incomes 
have fallen. In industry profits and ac¬ 
cumulation have fallen. 

It is in such a crisis that imperialism can 
apply the greatest pressure on the in¬ 
digenous ruling classes in order to force 
the changes in policy that it wants. It was 
during the 1965-66 famine that the US 
president refused to commit food ‘aid’ un¬ 
til the Indira Gandhi government an¬ 
nounced its acceptance of the ‘Green 
Revolution’ package. A few years later in 
1972, the US held up shipments of food 
to Bangladesh, till that government agreed 
to end jute exports to Cuba. Today, the 
Indian governntent does not need to im¬ 
port food, but the large imports of edible 
oils, sugar and cotton will make it very 
vulnerable to balance of payments 
pressure. Such pressure can come not only 
from the suppliers of credits and com¬ 
modities, but also from the buyers of 
Indian commodities. The .shrinking inter¬ 
nal market for industrial commodities en¬ 
tails greater reliance on external markets. 
With the world trade position not very 
favourable and growing protectionism in 
the West, the Soviet bloc market will grow 
in importance, allowing the Soviet Union 
more scope to apply pressure on the 
Indian government. 

External market.s, or at least some of 
them, can be captured by force. The air 
invasion of Sri Lanka and the subsequent 
surrender of the Jayewardene government, 
have opened up the Sri Lanka market to 
Indian big business. We will have to wait 
and see which of the neighbours next feels 
the weight of India’s ‘Monroe Doctrine’, 
a doctrine of regional sub-hegemony. 

Shrinking markets will force other 


Some Consequences of Famine 

DN 

The famine represents a serious crisis for the entire economy. The 
much-vaunted stability of Indian agriculture and the new growth 
path of the economy will be tested and the reality revealed. It is 
in such a crisis that imperialism can apply the greatest pressure on 
the indigenous ruling classes to force the changes in policy 
that it wants. 
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RALLIS INDIA LIMITED 

It IS hereby notified for the information of the public that RALLIS INDIA LIMITED proposes to make an application to the 
Central Government in the Department of Company Affairs, New Delhi, under Sub-Section (2) of Section 22 of the Monopolies 
and Restrictive Trade Practices Act, 1969, for establishment of New Undertakings. Brief particulars of tne proposal are as under.- 

1 Name and address of the applicant . Rallis India Limited 

Ralli House 

21, D. Sukhadvala Marg 
Bombay 400 001 

2 Capital structure of the applicant organisation Capital structure of Rallis India Limited as on 31st May, 1987. 

(Rs lacs) 


Management structure of the applicant organisation 
indicating the names of ttie Directors, including 
Managing/wtioletirne Directors and Managers, if any 


AUTHORISED 

10,00,000 Ordinary Shares of Rs 100/ each 

ISSUED AND SUBSCRIBED: 

5,64,284 Ordinary Shares of Rs 100/- each 
Add Amount paidup on forfeited shares 


1000.00 

564 28 
0 02 
564 30 


The Company is managed by a Board of Directors consisting of. 


Mr DS Seth 
Dr F.A Mehta 
Mr YN. MafatIdl 
Mr V.N Nadkarni 
Mr S Parthasarathy 
Mr DR Peters 
Mr H J Silverston 
Mr JK Setna 
Mr VJ Sheth 
Dr Ram S Tarncja 
Mr R D T hornas 


- Chairman 

- Director 

- Director 

- Director 

- Director 

- Director 
Director 

- Director 
■ Director 

- Director 
■ ■ Director 


4 Indicate whether the proposal relates to the establishment 
of a New Undertaking or a New Unit/Division 

5 Location of the New Undertaking/Unit/Division 


6 Capital structure of the Unit/Division/Undertaking 

V In case the proposal relates to the production, storage, 
supply, distribution or marketing or control of any 
goods/articles, indicate 


The proposal relates to the establishment of a new undertaking 

The new undertaking is proposed to be set up at 
Derra Bassi, 

Bir Dadrala, 

Dera Bassi, 

Patiala, Punjab 

Same as in ( 9 ) above 


Names of Goods/Articles 


Proposed Licensed Capacity 


Estimated Annual Turnover 


Daminozide 


200 tonnes 


1000 lacs 


8 In case the proposal relates to the provisions of any 
services, state the volume of activity in terms of 
usual measures such as value, income, turnover 

9. Cost of the project 

10. Scheme of finance indicating the amounts to be 
raised from each source 


Not applicable. 


Rs 99 lacs 

Banks other than Financial Institutions 
Internal Resources 


Rs lacs 

15 

88 


Any person interested m the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, New Delhi, withm 14 days from the date of publication of this notice, intimating 
his views on the proposal and indicating the nature of his interest thereon. 

Dated this lOth day of November, 1987. 

RALLIS INDIA LIMITED 

B K. lASKARI 
COMPANY SECRETARY 
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reorganisations in industry. Cost reduc¬ 
tion through substituting labour by 
machinery will gain ground, while many 
units will just go out of existence. The 
1965-66 famines effectively put an end to 
the ‘planned’ industrial growth based on 
steel, machinery and other manufactures 
in the ba.sic industries along with a con¬ 
sumer goods sector producing for a mass 
market. A long period of reorganisation 
of capital led to a new pattern of in¬ 
dustrial growth based on petro-chemicals 
and related agricultural input industries, 
plastics and synthetic fibres. The present 
crisis will certainly lead to a further 
reorganisation of capital, perhaps in the 
direction of electronics, telecommunica¬ 
tions and the so-called information 
industries. 

The 1965-66 famines very directly gave 
us the Green Revolution in agricultuie. 
What will the present crisis yield in 
agriculture? ICRISAT has been working 
overtime to fashion a strategy for the 
semi-arid itones that have now come into 
prominence as critical weak spots. It re¬ 
mains to be seen whether a Green Revolu 
tion is fashioned for these /.ones, or the 
thrust is strengthened for ‘social forestry’ 
and ‘wasteland development’ of the type 
being experimented with under World 
Bank aegis. 

In sum, the intensifying economic crisis 
shows that the ruling classes cannot “live 
in the old way”. There arc already any 
number of inflammable materials in to¬ 
day’s economic, political and social 
affairs—Bofors, sati, and oppression of 
the religious minorities, to name just a 
few. Famine and its attendant conse¬ 
quences will undoubtedly multiply manf 
times the number of such inflammable 
materials. What is needed is to build on 
all these instances of exploitation and op¬ 
pression, and of resistance to them, in 
order to instil and strengthen, among the 
victims of this nation-wide crisis, the con¬ 
clusion that only a fundamental change 
in political power and property relations 
can take the country towards resolving the 
contradictions the crisis has revealed. 

The imperialist and government agen¬ 
cies and their intellectual establishment 
(including those with the parliamentary 
left and in the so-called non-government 
NGO sector) are already preparing their 
plans for the necessary reorganisation of 
both capital and other forms of produc¬ 
tion. But that is not the only way out of 
the present crisis. There is another way 
out, one depending on the subaltern 
.classes and sections. It should not be 
forgotten that the 1965-66 famines led, in 
many ways, to the most fundamental 
challenge the Indian state has faced so 
far—the peasant uprisings of Naxalbari, 
Srikakulam, Midnapore, etc. Absorbing 
the lessons of the defeat of those upris¬ 
ings, does not mean rejecting the perspec¬ 


tive of fundamental change and resting in 
the cosy comfort of ‘second-best’ solu¬ 
tions. The audience to whom the left 
economists address themselves must not 
be the government and others from whom 
the present crisis forces a reorganisation 


WITHOUT sufficiently comprehending 
the drastic implication.s of its order the 
Bombay High Court has in Javed Akhtar 
v/s iMma Publishing Co Pvt Ltd and 
Others (Suit No 918 of 1987) directed a 
journalist to disclose his sources at the in¬ 
terlocutory stage of the suit proceedings. 
The plaintiff a script writer was allegedly 
defamed in a “much-raking” article by the 
respondents appearing in the magazine 
Stardust. The plaintiff is admittedly a 
private party not a public personality. The 
article related to the private life of the 
plaintiff and did not discuss any issue of 
public interest. The suit is one for libel. 
The plaintiff desired to enforce the 
disclosure of the sources of information 
ostensible to prove that the statements 
allegedly made by persons whose real 
names were not disclo.sed were either not 
made by that person at all, or if made 
were false and malicious. 

The stated rea.son.s for disclosure were 
(i) to enable the plaintiff to make the pro¬ 
ceedings more effective and complete (ii) to 
substantiate the case (iii) and to sue the 
sources. The court held that the third 
reason was not germane to discovery since 
the plaintiff had a complete cause of 
action against the present defendants. It, 
however, found the first two reasons 
relevant. 

In the suit the respondent’s defence was 
justification and fair comment. In the 
proceedings for di.scovery they relied on 
the ‘Newspapers Rule’ under which, in any 
action for libel or slander, a newspaper¬ 
man cannot be asked to disclose sources 
of information at an interlocutory stage. 

The most important conclusion that 
may therefore be drawn from these cases 
is that it is only in exceptional cases that 
disclosure should be enforced. Did such 


of their methods of exploitation. The au¬ 
dience to whom the left economists ad¬ 
dress themselves must be the victims of 
exploitation and oppression, the subal¬ 
terns who need to fashion another way out 
of the present crisis. 


exceptional circumstances exist at all? 

in India, apart from the Press Council 
Act, there is no statute or rule granting 
immunity from disclosure. Order 82, Rule 
6 of the Supreme Court Practice no inter¬ 
rogatories as to disclosure are permissible 
only when the matter is of public interest 
or when the article was published on a 
privilege occai'ion. Admittedly, in the 
present case the article was not in public 
interest. 

Section 122 of the Indian Evidence Act, 
1872, prevents married people from being 
compelled to di.sclose information that 
passes between the couple. Under Section 
124, public officers cannot be compelled 
to disclose communications made to the 
officer in official confidence when the 
officer considers that public interest 
would suffer bfy the disclosure. Under 
Section 125, magistrates, police officers 
and revenue officials are lik^ise protected 
in respect of their sources of iriformation 
relating to commission of offences. Under 
Section 126 professional communications 
between a lawyer and his client is pro¬ 
tected. But there is no provisfon relating 
to the press. Perhaps it is time that this 
ancient Act was amended, for it is obvious 
that the press has been singled out for 
discriminatory treatment. 

In support of the plaintiffs case, several 
cases were cited, the most prominent and 
pertinent being Garland v/s Torre (259 F 
2d. 545—2nd Cir 1 1958). 

In his book ‘Speech and Law in a Free 
Society’, F S Haiman pointed out that 
earlier American law posed a serious dis¬ 
advantage for journalist in that it opened 
out the defence that the press had been 
trying to maintain to protect the confiden¬ 
tiality of its sources of information and 
of its editorial processes. The principle 
that libel plaintiffs are entitled to know 


Abridging Fundamental Liberties 

Compulsory Disclosure of Sources: 

A Boundless Danger 

Colin Gonsalves 


There exists no law in India compelling disclosure of source by 
journalists. In the absence of such a law, the courts cannot take it 
upon themselves to abridge fundamental liberties. Nor can any 
presumption be drawn in favour of disclosure; in view of 
Section 15(2) of the Indian Press Council Act, it is in fact to be 
presumed that the legislature intended sources to be protected. 
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People who 
accomplish works 
as bigas the earth, 
make provision 
for levers to tackle 
the unforeseen. 
One important 
lever is 

Small Savings 


Directorate of 
Small Savings 

Govt, of Maharashtra, | \ 

New Administrative Veipf^‘ 
Building. 8th Floor, 

Bombay 400 032. 

Phone : 202 25 37, 202 02 90 


FDR TAX PAYERS _ 

’ National Savings Cartifiqptes 
VI and VII issues 

income Tax Rebate under Sec. 80-C. 

Tax free interest up to Rs. 7000 P.A. 
under Sec. 80-L 

I Public Providant Fund 
12% Tax Free compound interest 
Iricome Tax Relief under Sec. 80-C 

' National Savings Schama 1987 
Additional Tax benifit on 50% investment 

EASY INVESTMENTS FOR ALL ^ 

I Indira Vikas Patra 
Investment doubles in years 


5-yaar Recurring Deposits 


Pay Roll Savings Group 


Mahila Pradhan Kshetriya Bachat Yojana 


Post Office Time Deposits 


Post Office Monthly Income Schema 
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the source of an allegedly defamatory 
remark was established in Garland’s case, 
affirming a contempt conviction of a 
reporter who refused to divulge the source 
of an alleged defamation published about 
film actress Judy Garland. Many later 
cases have relied on the Garland prece¬ 
dent. The right of a libel plaintiff to 
explore editorial decision making pro¬ 
cesses in an effort to prove actual malice 
was enunciated by the US Supreme Court 
in Herbert v/s Lando, 441 US 153 (1979). 
This judgment was strongly dissented 
from by Justices Brennan, Marshall and 
Stewart. Just as the US Supreme Court 
has ruled that the first amendment does 
not give the journalist the right to refuse 
to divulge to a grand jury confidentially 
obtained information about a possible 
criminal act, so to have the US courts held 
that a plaintiff in a libel suit is entitled 
to discover not only the confidential 
source of allegedly defamatory remarks 
reported by the press but even to explore 
the thought processes of those making the 
editorial decisions. These judgments were 
a boundless danger to the freedom of the 
prc.ss. 

In the present instance it is interesting 
to note the prccedent.s on which the high 
court relied in concluding that di.sclusurc 
was necessary. Firstly, the court relied on 
British Steel Corp v/s Granada Television 
(1981, 1 All ER 4 i7 hi.) which was not 
a libel case at all but one based on an 
employee’s breach of confidence. In that 
ca.se, an employee had leaked to the press 
truthful but damaging information about 
the functioning of his employers. Denn¬ 
ing J—an outright reactionary as far as 
labour and human rights were concerned— 
stepped in to compel disclosure. In doing 
so, Denning interestingly relied on Branz- 
bury v/s Hayes (1972 408 US 665). In that 
case the petitioner, Pappas a reporter 
covered a Black Panther Conference and 
was asked by the court to testify about 
what he saw and heard. He refused and 
was held in contempt. This time it was the 
political interest of the judiciary to assist 
the state in crushing militant organisations 
that led to the order for disclosure. But 
even here it was held that public interest 
must be the overriding factor in disclosure 
meaning thereby that disclosure must 
advance the public interest. 

The Bombay High Court has in the pre- 
•sent case used the public interest con¬ 
sideration in an inverted fashion. More¬ 
over, the court overlooked the fact that in 
the Granada TV case it was held that 
“although journalists have no absolute 
immunity... courts must respect the con¬ 
fidentiality of information”. Moreover, the 
Bombay High Court has dealt with Branz- 
burv surfacially and has not considered 
the powerful (and correct) dissent of 
Justices Douglas, Stewart, Brennan and 


Marshall. Douglas J said that there was 
no compelling need shown which 
qualified the reporter’s immunity. Unless 
(a reporter) has a privilege to withhod the 
identity of his source he will be a victim 
of goilernment intrigue and oppression. 
Steward J and the others found that the 
“crabbed view (of the majority) of the first 
amendment reflecting a disturbing in.sen- 
sitivity to the critical role of an indepen¬ 
dent press in society. A reporter’s constitu¬ 
tional right to a confidential relationship 
with his source stems from the societal 
interest in a full and free flow of 
information. 

The Bombay High Court ordered dis¬ 
closure on the following reasoning: 

(a) There is no specific rule in India 
against disclosure; 

(b) The contents of the article do not 
have a public interest component; 

(c) it is undoubtedly true that a 
disclosure of a newspaper source of infor¬ 
mation should not be ordered if such 
disclosure would be injurious to public 
interest; 

(d) There can be no hard and fast (sic) 
rule as to when a newspaper may be asked 
to disclose and when not to disclose its 
sources of information. It will depend on 
the balancing (sic) of various public in¬ 
terests which may be involved; and 

(e) The article is merely “muck-raking”. 

Regarding (a). Section 15(2) of the 

Indian Press Council Act specifically gives 
journalists the right to withhold sources 


as against the Press Council which is itself 
vested with the powers of a Civil Court. 
Further, the law of fiduciary relationships 
and the general law relating to the freedom 
of the press impliedly create a pre.sump- 
tion against disclosure. 

Regarding (b) the court has too quickly 
concluded that merely because the article 
docs not have a public interest compo¬ 
nent, therefore, disclosure may be ordered. 
Disclosure cases are, per se cases of public 
interest irrespective of the content of the 
article since the public have a vested In¬ 
terest in a free press and disclosure imp¬ 
inging on the freedom of the press is im¬ 
mediately to the public detriment. A 
public interest content merely makes the 
case against disclosure stronger. Abtsence 
of such content cannot detract from the 
basic public interest involved in having a 
free pass without inhibitions of this kind. 
Such a stand was taken by the respondents 
but the high court has not dealt with what 
IS undoubtedly one of the strongest 
arguments. 

Regarding (c), here a proposition of 
law has been inverted. The true proposi¬ 
tion is that disclosure ought to be ordered 
in those exceptional circumstances when 
the public interest in disclosure clearly, 
materially and substantially exceeds the 
public detriment cau.sed by compelled 
disclosure. What this means is that rather 
than there being an absence of public in¬ 
terest as a precondition to disclosure, on 
the contrary there must be a surfeit of 


ALTERNATIVE CULTURAL BOOK FAIR 

JANUARV 2nd. TO 10th., 1988; CALCUTTA 
Theme: COMMUNICATION & ALTERNATIVES 

Based on a unifying human concern foi the quality of life and relationships, the Fair 
aims at open exploration and communication of the -ilternaiives and choices before 
us at various individual and collective levels 

The books and periodicals on sale will cover a wide range of subiccts (including good 
books for children new writing from developing' countries, social sciences, alternative 
development, health, ecology, appropriate technologies, liierature/fiction ) There 
will also be exhibitions, cultural programmes, short fiims/video shows and discussions 
Interested outstation groups who are unable to participate airectly may send literature 
for the fair on a sell-or return basis 

We shall be bringing out a souvenir issue of the fair focusing on 'Alternatives' and 
we welcome writings (articles, open letters, xeroxed extracts ) on any aspect of 
the theme These should reacfi us before 30.11.1987 Every response will, in any case, 
be displayed (unedited) on our 'wall magazine’ and may be used m a later publication 
As a complement part of the 'souvenir issue of ttie Fair, there will be The Alternative 
Catalogue' section where you may advertise at moderate cost -books, periodicals, 
short filrris, organisational or individual services, skills, events that are unified by 
the spirit and ethics of co-evoiunon We expect that this will be target-specific and 
cost-effective publicity for you. 

Those who would like to participate or help m some way may obtain further informa¬ 
tion from CInsic Book* (The Book Shop), 10 Middleton Street Calcutta 700 071, 
Phone 29-9492 
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public interest served by disclosure that 
ought to be a precondition for an order 
of disclosure. Take for example, an 
hypothetical case where a journalist 
receives information about the interest of 
certain persons to poison one of the 
drinking water reservoirs of Bombay. The 
public interest in apprehending such an 
informant may clearly,, materially and 
substantially outweigh the detriment to 
the press. Disclosure may be compelled. 
In any case the freedom of the press 
relates to all issues (Thorn Hill v/s 
Alabama 1950,310 US 88) and is not con¬ 
fined to public affairs. Bennett Coleman 
v/s UOl AIR 1973 SC 1,06). 

In Attorney General V/s Mulholland 
(1963 (1) AU ER 767) it was held that 
courts could compel the disclosure of 
sources provided it was in public interest. 
And it was also held that in libel cases 
there ought to be no disclosure of sources 
but only an action for damages. 

Regarding (d), no court making fun¬ 
damental and substantial inroads into the 
freedom of the press ought to be satisfied 
with arguments such as these. In fact the 
court was duty-bound to deal with the 
various precedents in detail precisely in 
order to lay down the circumstances on 
the basis of which disclosure could be 
ordered. It is not sufficient to say various 
public interests inu.si be balanced (sic) tor 
the law point goes abegging. I he point is 
to specify the competing and contrary 
public interests involved and lay down a 
method of bala’icing them. The manner 
in which the legal aspects have been dealt 
with leaves much to be desired. 

Tribe has in his book “American C'on- 
stitutional I .aw” argued picciscly for the 
need for hard and fast rules. ‘Hard and 
fast’ rules are however better than the 
‘balancing’ tests because they are more 
likely to succeed in spite of the defects in 
human machinery on which we rely to 
preserve fundamental liberties. The balan¬ 
cing approach is by contrast a slippery 
slope. Once an issue is seen as a matter 
of degree protection of fundamental 
rights becomes relevant on the sym¬ 
pathetic administration of law!’ In any 
case, the guarantee of 19(l)(a) prevents 
public authorities from assuming the 
guardianship of the public mind (Express 
Newspapers v/s UOl (1959 SCR 12)). 

Regarding (e), no such finding is 
justified at the interim stage. A finding of 
‘muck-raking’ finally decides the suit 
itself. Moreover, muck-raking is too quick, 
general and vague a term on which to peg 
a judgment. Was the article in the Il¬ 
lustrated Weekly about the corrupt and 
debauched activities of an Orissa chief 
minister ’muck-raking'? A court could 
well think so and order disclosure. Would 
an interview of rural militants organising 


tribals wherein they charge the govern¬ 
ment with nepotism, corruption and 
debauchery amount to muck-raking, and 
would the newspaper be forced to disclose 
the identity of the militants as in the 
Branzbury case? The possibilities for in¬ 
trusion by the state are enormous. The 
threshold has not simply been lowered it 
has been demolished altogether. 

In view of the cursory treatment of 
what is essentially a very important point 
of law, it is necessary at this stage to con¬ 
sider the legal position in India and 
abroad in some detail. 

The Press as an institution (Sharma v/s 
Srikrishna AIR 1959 SC 395) has no con¬ 
stitutional or legal privilege. But the 
freedom of the press is included in Arti¬ 
cle 19(1 )(a) (Romesh Thapar v/s State of 
MP-AIR 1950 SC 124). What is known as 
freedom of the press is nothing but 
ficedom of expression «f ever) cili/en 
guaranteed bv Article 19(l)(a) which 
includes: 

(a) The right to receive information 
(Uamdard Dawukhana v/s UOl 1960 2 
SCR 671) and ideas from others through 
anv lawtui medium, and 

(b) The light to receive iiitoimaiioti 
troni any source (Art 19 Universal 
Declaration of Human Rights) without in- 
icrlerence bs public authoiiiv (Article 
I0(i) lutopean Convention of Human 
Rights). 

This is very different from the situation 
in America. The First Amendment of the 
Bill of Rights lays down that “Congress 
shall make no law... abridging the 
freedom of speech of the press...” 

Thus any govcinment action aimed at 
communicative impact is at odds with the 
First Amendment. Whatever might in 
theory be the choice between “the dangers 
of suppressing, information and the 
dangers of its misu.se if it is freely 
available” is settled by the First 
Amendment. 

In “American Constitutional Law” 
Tribe has indicated that government may 
abridge speech in two ways. On track one 
government action is targeted at ideas or 
information that it wishes to suppress. On 
track two government does not aim at 
ideas or information but seeks a goal in¬ 
dependent of communicative content or 
impact, but with the indirect result that 
the flow of information and ideas is 
constricted. 

In the present iastance we are concerned 
with a track two inhibition. Here the in¬ 
hibition may be enforced in two ways: 

(a) By limiting an activity through 
which information and ideas may be con¬ 
veyed as for example, in a government pro¬ 
hibition against loud speakers in residen¬ 
tial areas, or 

(b) By enforcing rules compliance thus 


discouraging the communication of ideas 
and information. The Branzbury case is 
an example of such an inhibition. The 
disclosure of sources cases fall in this 
category. 

On track one a regulation is unconstitu¬ 
tional unless the government shows that 
the message being suppressed satisfies the 
“clear and present danger test” or that 
there was a “compelling state interest” in 
suppression. In such cases, government 
must prove that the harm feared cannot 
be averted by less restrictive means. Not 
only that. The state is also required to take 
affirmative action and bear affirmative 
costs in order to facilitate communicative 
activity. 

To revert back to the case in issue it is 
obvious that less restrictive means were 
open to the state. The court itself noted 
that nothing prevented questions being 
asked in cross-examination at the trial 
regarding the sources of information. 
Once the plaintiff had established a 
priina-tacie case of libel the onus would 
shift onto the defendants and if the 
sources were not disclosed then the defen¬ 
dants stood a fail chance of having an 
adverse inicience drawn against them. 
.Secondly, the enure pioceedings could be 
expedited and the matter disposed of 
quickly, rhirdly, libel can be quickly 
checked by the state by changing court 
pioceedings so that civil defamation eases 
are completed say in a year or .so and 
substantial damages awarded. Instead 
what the state has done is to stick to its 
antiquated procedures and petty lev'cl of 
damages; and then blame reporters for 
‘muck-raking’. It is the bankruptcy of the 
legal system that leads to muck-raking and 
the state must put its own |jou.se into order 
instead of seeking the easy way out by 
restricting the freedom of the press. An 
effective legal system would be a less 
restrictive deterrent than the compulsion 
to disclose sources. Unless however it is 
argued that civil procedure cannot be 
changed in which case a state that is in¬ 
competent and uncaring has no moral or 
other right to attack the press. 

In the present case the main grounds 
pleaded by the plaintiff for disclosure 
were: 

(a) to enable the plaintiff to'make the 
proceedings more effective and complete; 
(b) to substantiate the case, and (c) to sue 
the sources of information. 

The court held that the third reason was 
not germane to discovery as the plaintiff 
had a complete cau.se of action against the 
present defendants, but upheld the first 
two grounds. The purpose implicit in (a) 
can be achieved by less restrictive means 
as we have shown earlier. Regarding (b), 
infringement of fundamental rights to 
help a private party succeed in a private 
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maner cannot be justified. 

To return to American law. Where 
government aims at the non-communi- 
cative impact of an act the balancing test 
is brought into play. If the noisy picketing 
in a hospital zone is acceptable it is only 
because the harmful consequences of this 
particular form of expression outweight 
the possible good. The limit of acceptance 
is that the inhibition ought not to unduly 
constrict the flow of information and 
ideas. In applying the ‘balancing test’ of 
competing interests the court must con¬ 
sider (a) the extent to which communica¬ 
tive activity is inhibited (b) the values, in¬ 
terests and rights served by enforcing the 
inhibition and also (c) whether the inhibi¬ 
tion is discriminatory, in some cases 
however, as in the disclosure of sources, 
a track-two inhibition may be akin to a 
track-one restriction in that the effect on 
content is so immediate, substantial and 
material that it is almost as if government 
has imposed a track-one inhibition. 

The impact of the Bombay High Court 
ruling on communicative activity shall be 
unimaginable. In any case anything which 
even indirectly affects the independence 
of editorial authority would constitute in¬ 
terference with freedom of the press (Ex¬ 
press Newspaper v/s UOI 1959 SCR 12, 
Hennett Coleman Co \/s UOI AIR 1973 
SC 106, Indian Express v/s UOI 1985 1 
see 641). It is obvious that the only in¬ 
terests served in this case is that of an in¬ 
trusive state making inroads into fun¬ 
damental liberties. Further the special im¬ 
munity granted to married couples, law¬ 
yers and doctors are not extended to 
journalists. 

Non-Disclosure, a Worldwide Norm 

All over the world the norm appears to 
be non-disclosure. In its book “Profes¬ 
sional Codes in Journalism" the Interna¬ 
tional Organisation of Journalist (lOJ) 
has reported that there arc some 50-odd 
contemporary codes'in the world. In all 
of them, professional secrecy or confiden¬ 
tiality of sources is a common principle. 
In Sweden the source is protected by the 
Constitution. In other Nordic countries, 
procedural law entitles a journalist to keep 
his source secret. Elsewhere the lOJ has 
also laid down that “the .social role of the 
journalist demands that the profession 
maintain high standards of integrity, in¬ 
cluding the journalists right to refrain 
from... disclosing sources of information. 

The American Newspapers Guild Code 
of Ethics notes “that newspapermen shall 
refuse to... disclose sources of confiden¬ 
tial information to court.. 

The Nigerian Code of Conduct noies 
“It is against the ethics of the profession 
to divulge information received in confi¬ 
dence no matter (what) the conse¬ 


quence. . 

And in the Draft International Code of 
Ethics, the lOJ has laid down that “discre¬ 
tion should be observed concerning 
sources of information. Professional 
secrecy should be observed in matters 
revealed in confidence; and this privilege 
may always be invoked to the furthest 
limits of law".' 

The lOJ has taken the view that ’*3 jour¬ 
nalist is‘re.sponsible for what is published. 
He respect professional secrecy... He 
docs not divulge the source of his infor¬ 
mation, but of course on the assumption 
that the latter feel bound by professional 
secrecy. He reveals the secret only if his 
informer permits him to or if he learns 
that his informer deliberately misinformed 
him to promote his own economic, poli¬ 
tical or personal interest. If a fact is in¬ 
volved that seriously affects the life of 
.society of criminals threathening common 
law, the matter of upholding professional 
secrecy is one for the journalist himself 
to decide according to his conscience. 

Article 21 of the Journalist rules 
adopted by the ‘Union of Journalists’ in 
Finland in 1976 reads “a person who gives 
confidential information must be 
protected”. 

Article 19 of the Polish Code of Jour¬ 
nalists Ethics reads “whoever does not 
keep the sources of information secret, ir¬ 
respective of the results that may arise for 
him... is liable to a penalty of reproof 
to suspension for a period upto 2 years. 

Article I9(l)(a) of the Constitution of 
India which impliedly and by judicial 
precedent guarantees freedom of the press 
reads as follows: 

“All citizens shall have the right to 
freedom of speech and expression”. 

Reasonable restrictions howeveri may be 
imposed by law on this freedom. The test 
for reasonableness must consider, inter 
alia, the urgency of the evil sought to be 
corrected (La.xmi v/s State of CAAIR 
1981 SC 873). 

In this case, the evil ought to be cor¬ 
rected, i e, muck-raking has created the 
spectre of an even greater evil. Moreover, 
it is the effect of the restriction that is im¬ 
portant not the object (Laxmi’s case). 
Here the effect is to reduce drastically the 
threshold for disclosure. For the restric¬ 
tion to be valid it must at the very 
minimum further social interest (Jyoti 
Parshadv/s Union Territory of Delhi-MK 
1961, SC 1602) and the restriction must 
have a rational connection with the ob¬ 
jective. In the present instance no such 
rational connection has been stated or 
shown. While seeking to justify the restric¬ 
tion the court must consider contem¬ 
porary legislation (Krishna Sugar Mills v/s 
UOl-MR, 1959 SC 316). In the present 
case, the court was bound to infer from 


Section 15(2) of the Indian Press Coun¬ 
cil Act (referred to above) that the 
legislature never intended that courts 
order disclosure of sources. Further, no 
restrictions may be impo.sed if there exist 
no standards for guidance (Kaushal v/s 
1/OA-AlR 1978 SC 1457). A reading of the 
high court judgment will reveal that there 
are no guidelines at all, and if the state¬ 
ment that the lack of a public interest con¬ 
tent in the article justifies di.sclosure is the 
only guideline or standard then surely the 
same suffers from the constitutional vice 
of overbroadness and vagueness both of 
which prove fatal. For where fundamen¬ 
tal rights are being restricted the courts 
shall construe the restriction strictly with 
a greater scrutiny than in usual cases 
(Narendru v,s t/0/-AIR I960 SC 430). 
Nor can it be argued, that by balancing 
the competing interests of privacy and the 
freedom of the press, the restriction is 
justified for the state cannot restrict one 
freedom to secure the better eniovment of 
another treedom (Sakai Papers v/s 
1/0/1962 3 SCR 842). Finally, the burden 
of proving that the restriction is 
reasonable and in public interest lies on 
the state (Sukhanandan \/s l/t>/-AlR 
1982 SC 902) and surely more serious con¬ 
siderations than those appearing in the 
judgment of the Bombay High Court 
ought to precede the passing of such an 
inhibition. 

More important there exists no law in 
India compelling disclosure. In the 
absence of such a law, the courts cannot 
take it upon themselves to abridge fun¬ 
damental liberties. Nor can any presump¬ 
tion be drawn in favour of disclosure 
because there can be no presumption that 
the State intends the restriction of fun¬ 
damental rights. And in view of Section 
15(2) of the Indian Press Council Act, it 
is in fact to be presumed that the legis¬ 
lature intended sources to be protected. 

The observations of the Supreme Court 
111 the case ol Indian Express New.spapers 
v/s 1/0/(AIR 1986, SC 515) ought to be 
remembered while dealing with cases of 
disclosure; 

Over the years govoriinicnl in different 
parts of the world have used diverse methods 
to keep (the) piess under control. . (in¬ 
cluding the use oO iorcc against the press and 
the cnacimcm of laws. (In these ways) 
Governments have tried to interfere with 
freedom of the press. It is with a view to 
checking such malpractices which interfere 
with (the) true flow of information, (that) 
democratic institutions all over the world 
have made provisions guaranteeing the 
freedom ot speech laying down the limits of 
interference with it. It is therefore the 
primal j duty of ait the national courts to 
uphold the said freedom and invalidate all 
lasvs or administrative orders which interfere 
with it contrary to the consinuiional 
mandate. 
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25 Years! GIDC biulding up 
industrial history in Giyarat! 




25 years of planned progress 

Effort is to pul Gujarat at the very top industrially We are 
about there! 13,500 industrial units spread over Guiarat 
made a turnover of Rs 5200 crores' A far cry from 
Rs, 7 lakhs' first annual budget when GIDC was born in 
1962 to Rs 70 crores today ! 

3 lakh people are directly employed and almost as many 
employed in ancillary and side industries. 170 estates all 
over Gujarat with 10 different types of sheds and plots are 
offered to you. Special infrastructure for specific industry. 

Chemicals and allied industries are located at neighbouring 
towns with common effluent disposal channels to facilitate 
pollution control So that ecology is not' disturbed GIDC cares. 

More areas are being developed on a war footing as the 
present townships have already reached saturation point! 

But progress must be accelerated! Land acquisition goes apace 


The story of industrial development in Gujarat is the history 
of GIDC Now celebrating silver jubilee! 



GIDC—Dynamic catalyst to rapid industrialisation 

Gujarat Industrial 
Development Corporation 

Ashram Road, Ahmedabad - 380 009 
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Measurement of Technological Changes in 
Indian Economy, 1968-69 to 1979-80 

K S Romachandra Rao 
S L Narayana 

This paper discusses the concept technological change and attempts to measure such change in the Indian 
economy over the period 1968-69 to 1979-80 through an input-output approach. The extent of changes in input- 
output coefficients (technical coefficients) are quantified and an attempt is made to segregate change in output 
due to changes in final demand from that due to changes in technology. 


INTROOUCTION 

THE structure of the Indian economy has 
been changing ever since the launching of 
the First Five Year-Plan. Inter-dependence 
between agriculture and other sectors and 
within the industrial sector, has been increas¬ 
ing very rapidly. Quantiflcation of structural 
change has assumed importance, which is 
effected either through the production func¬ 
tion approach or through national accounts, 
specially inppt-output tables. An attempt is 
made in this paper to pre-sent a brief account 
of the concept and measurement of techno¬ 
logical change and the measurement of 
structural changes in the Indian economy 
during 1968-69 to 1979-80, through an input- 
output approach. The paper attempts to 
quantify the extent of changes in input- 
output coefficients (technical coefficients) 
and also segregates the total change in out¬ 
put due to changes in final demand and in 
technology. 

The paper is organised in four sections. 
Section I provides a brief account of major 
theoretical developments in regard to techno¬ 
logical changes and also reviews the earlier 
work done in the field for the Indian 
economy. The methodology adopted is ex¬ 
plained in Section II. The results are 
presented in Section III. Conclusions and 
limitations are given in Section IV. 

I 

THLORLIICAL DtVkljOl'MfcNTS 

Generally it is assumed that in a two- 
factor production model, the rate of growth 
of output is determined by the capital stock, 
the labour force, and a ‘residual’ [9] which 
is often identified as ‘technological change’ 
or ‘technical change’ or ‘technological pro¬ 
gress’ in growth economic literature. In neo¬ 
classical theories, technical progress is 
visualised as an exogenous variable to the 
economic system and treated as manna from 
heaven. But according to Kennedy and 
Thirlwall, “technical progress does not oc¬ 
cur by accident but through the deliberate 
diversion of resources to activities which 
generate progress in pursuit of fame and pro¬ 
fit or both” [131. Later, in the modem growth 
models, Kaldor and Mirlees [12], followed 
by others, have tried to develop a framework 
to incorporate technical progress as an en- 
dcMenous variable into the economic system. 
Kudor and Mirlees have related technical 
progress to capital accumulation where 
knowtalge grows with learning which is 
■irhHa i| l |^ iiMtment: and thus they made 


learning as a function of proportionate rate 
of growth of invtatment. Modifying slightly 
this line of thought. Arrow [2] related lear¬ 
ning as a function of past gross investments 
rather than to proportionate rate of growth 
of investment. 

Technological change and its measure¬ 
ment, which is a controversial area of 
research may be better understood as pro¬ 
ducing more output with the same volume 
of inputs or the same amount of output with 
lesser amount of inputs.^ Tbchnological 
change, thus, may be defined as the use of 
new production processes, new or different 
quality inputs or inputs whose productivity 
has changed, i e, a basic change or a shift 
in the production function [1]. Alternatively, 
technical change or technical substitution 
relates to different combinations of material 
inputs without change in their quality and 
production, i e, a change in product mix of 
the inputs. However, changes due to these 
factors can also be considered as technolo¬ 
gical changes. On the other hand, changes 
due to other reasons are, shifts in prefer¬ 
ences, changes in tastes, changes due to im¬ 
perfect data, etc. 

Technological changes, according to 
Adam Rose [I], can be endogenous or ex¬ 
ogenous. The former relates to the direct 
stimulus being calculated within the basic 
input-output (1-0) model, whereas the latter 
pertains to the stimulus typically arising 
from outside the 1-0 system. Thus, the ex¬ 
ogenous .stimuli can be policy induced or 
crisis induced, such as natursd calamities, 
shocks, etc. The endogenous stimuli relate 
to changes in input levels, technical .substitu¬ 
tion of one input for another, new produc¬ 
tion processes, price changes and changes 
in primary factors of production (such as 
changes in capital (K)—labour (L) ratio 
(K/L), i e, substitution of capital for labour, 
which is usually referred to as ‘labour saving 
technique’ in growth theories). 

MF.AStJRFMFNT OF TECHNOLOOICAt. 

Change 

An important aspect that has been often 
discussed is the problem of measuring 
technological change and its contribution to 
the economic growth. From time to time, 
various researchers have developed different 
approaches to measure technolo^cal change 
Thes} can broadly be categorised into: 
(i) total factor productivity approach 
(Schmookler, 1952, Kendrik, 1956 and 
Abraniovitz, 1956], (ii) aggregate production 
function approa^^ [Solow, 1957], and (iii) 


Input-output approach [Leontief, 1953]. 

Changes in total factor productivity was 
one of the earliest methods of measuring 
productivity, or technological change. This 
approach is based on the production func¬ 
tion and changes in total factor productivity 
are obtained by dividing the arithmetic index 
of output with an index of input. Following 
this approach, Schmookler, Kendrik and 
Abramovitz have attempted to measure 
changes in total factor productivity for the 
US economy. The second approach is at¬ 
tributed to the work of Solow, who tried to 
delineate variations in output per head at¬ 
tributable to technical change from that of 
changes in capital per head, measured 
through an aggregate production function. 
Solow has estimated technical change for the 
US for the period 1909-49 and observed that 
87.5 per cent of the variation in output per 
head was due to technical change while the 
rest, 12.5 per cent was ascribed to capital. 

The input-output (I-O) approach, deve¬ 
loped by l^eontief, was a framework to por¬ 
tray inter;depcndcnt activities which consist 
of flow of goods and services linking directly 
or indirectly different sectors of the economy 
with each other. In the input-output system, 
changes in techmeal coefficients between any 
two points of time are commonly identified 
as changes due to technology. A decline in 
the input coefficients of various industries 
(negative change), i e, usage of lesser input 
per unit of output, may be designated as in¬ 
crease in productivity [15]. 

In the initial stages of development of an 
economy, the growth of agriculture domi¬ 
nates over that of industry. At a later stage, 
the process of agriculture production gets 
gradually modernised, the tools of which are 
derived from the industrial sector, besides 
providing some quantum of raw materials 
to the latter. Thus, the two sectors go hand 
in hand and depend on each other. It can, 
therefore, be said that the inter-dependence 
can be of (i) agriculture on industry or vice 
versa and (ii) one industry on another. Ac¬ 
cording to Hirschman [14], one industry 
brings with it, the availability of a new, ex- 
pandii^ market for its inputs whether or not 
these inputs are supplied initially from 
abroad. Thus, the birth of an industry must 
be the result of some pre-existing demand, 
but the question arises whether it can induce 
new activities and demand. The output of 
an industry can become an input in certain 
industries or lead to increase in final de¬ 
mand. The industry which takes birth at the 
first instance; viz, the key industry, can 
stimulate the development of the industries 
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which produce raw materials or input re* 
quirements of the key industry; or use the 
output of the key industry as input by other 
industries; thus leading to a mushroom of 
industries producing the commodities re¬ 
quired by the key and other industries or vice 
versa, or for final demand purpose. These 
two aspects are termed by Hirschman as 
‘backward’ and forward’ linkages. 

The forward linkage effects indicate the 
output-utilisation, i e, every activity that 
does not by its nature cater exclusively to 
final demand but will induce attempts to use 
its output as inputs in some other activities. 
On the other hand, the backward linkages 
portray the input provisions or derived de¬ 
mand, i e, every non-primary economic ac¬ 
tivity will induce attempts to supply through 
domestic production the inputs needed in 
that activity. These inter-industry demands 
are presented in the input-output table (I-O 
table) also known as inter-industry transac¬ 
tions table. They present in rows, the out¬ 
put of a commodity distributed to various 
industries for intermediate u.sc and for final 
use, and in columns, the constituents of 
gross output into total inputs drawn from 
various industries/commodities, gross value 
added and indirect taxes net of subsidies. 

Tvo basic assumptions are made in the 
use of input-output analysis, viz, each sec¬ 
tor produces a single output with a single 
input structure and that there is no auto¬ 
matic substitution between the outputs of 
different sectors; and the inputs in each sec¬ 
tor arc a linear function only of the level of 
output of that sector. Thus, the input coef¬ 
ficients, i e, the proportion of each com¬ 
modity used in the production of another 
should not be affected by the classification 
of sectors or by the level of output. Further, 
when the commodities’ output are to be pro¬ 
jected for a given final demand or vice versa, 
the projections arc made under the assump¬ 
tion that the input structure is stable in the 
short-run or during the projection period. 
It may be true that the production structure 
is stable in the rudimentary stages of 
development of an economy as observed by 
Venkatramaiah |28] during 1951-63, but at 
a later stage, the production process would 
tend to undergo change. These changes in 
production process led to changes in the 
transactions between various industries 
which influence the input-output coefficient 
matrix. These changes in the coefficient can 
be attributed to three major reasons, as 
i) technological change, ii) changing relative 
prices and iii) imperfect data. 

The input-output tables for the Indian 
economy were developed initially by dif¬ 
ferent agencies and economists for different 
periods. However, the I-O table for the' 
Indian economy was first published officially 
for the year 1968-69 by the Central Statistical 
Organisation (CSO) in 1978. Subsequently, 
the CSO came out with a .similar table for 
■ 1973-74 in 1981. Meanwhile, the Planning 
Commission brought out an 1-0 table in 
1981' for 1979-80 by updating the 1968-69 
table. The CSO has not yet published the I-O 
table for kny year subsequent to 1973-74, 
which in the present circumstances of chang¬ 
ing technology, would be of mpeh relevance 

An important anJ comprehensive study 


on the measurement of technological 
changes for the Indian economy was that of 
ffenkatramaiah et al [28]. Besides presenting 
various measures pf quantification of struc¬ 
tural changes, it attempted to measure these 
changes in the economy during the period 
1951 to 1963. They examined the changes in 
input-output coefficients over the period and 
assessed the impact of these changes on the 
projections of output levels. ‘Hiey also 
presented the effect of technological change 
and that of final demand change on produc¬ 
tion levels. The study observed that there was 
a significant shift of the sectors from inter¬ 
mediate primary production to intermediate 
manufactures over time. The study indicated 
that the final demand changes have a larger 
impact than technological changes. They 
further observed that (a) the constancy of 
input-output coefficients appears to be 
reasonable upto an eight year time period 
and (b) significant structuiid changes in the 
Indian economy took place around 1959. 

II 

METHODOLOGY 

This study attempts to measure the struc¬ 
tural or technological changes' in the 
Indian economy through the input-output 
framework. Various measures have been 
developed to study the technological changes 
by comparing individual input-output coef¬ 
ficients. These measures were developed by 
Leontief [IS, 16], Chenery and >^tanabe [8], 
and Maria Augustinovics [3], while a few 
others, like Tilanus [24], Per Seveldson (17. 
18] developed the measures of time scries 
analysis, when there are more than two time 
points, by using regression methods, etc. A 
few others, Vaccara and Simon [26], Reiner 
Staglin and Hans Wesseis [21], attempted to 
factor out structural changes according to 
(i) technological change and (ii) final de¬ 
mand change, thus delineating the causes of 


change. 

Venkatramaiah et al [28] gave a detailed 
account of the methodologies developed by 
different economists to measure the struc¬ 
tural changes in an economy through an 
input-output table and applied them to 
discuss the structural changes in the Indian 
economy during the period 1951 to 1963. 
The formulations presented below pertain 
only to those applied in the study and 
therefore, arc not exhaustive. 

let X = {X,j) be the input-output table 
where X,j, the entry in each cell, represents 
the value of the input required by the jth 
sector from the ith sector and Oi be the 
output of ith commodity. 

Then, X. = Z X.. represent the total in¬ 
termediate use of the ith commodity (row¬ 
wise) and X, = Z X„ denote the total in- 
puts used by jth industry (column-wise), and 
the proportions, 

C., = X,/0, and 
R, X,/0. 

respectively, represent the input coefficients 
(Cjj), i c, the proportion of inputs required 
Irom ith commodity to produce one unit of 
jth industry; and the output coefficients 
(Rj,). i e, the proportion of the total output 


TAini:2: fi < mnouk.u ai Chanofs in Total 

lil'ONOMV 


Period 

Based on 


Column 

Row 


Coefficients 

Coefficients 

1 lW)8-69 and 



1973-74 

0.6650 

0,6657 

2 1973-74 and 



1979-80 

0.7780 

0.7637 

3 1968-69 and 



1979-80 

0,4700 

0.4708 


VBi.t 1: ShCTORAL Shakes IN Gross DoMi'.sric Prooik i Mr.ASiiRi-oiRitM 1-0 Tables and NAS 

* Percentage 


Sector 

(1) 

1968-69 

(2) 

1-0 Tables* 

197.3-74 

(3| 

1970-80 

(4) 

National Accounts Statistics 
(NAS)** 

1968-69 1973-74 1979-80 
(5) (6) (7) 

1 Agriculture and allied 
activities 

48.6 

47.6 

37.5 

46.3 

45.2 

38.7 

2 Mining and quarrying 

0.54 

0.4 4 

0.44 

l.l 

(49.8) 

l.l 

l.l 

3 Manufacturing 

15.5 

16.8 

19.1 

14.3 

(0.9) 

15.2 

16.4 

4 Construction 

6.1 

4.5 

5.8 

5.8 

(14.1) 

4.8 

4.9 

5 Electricity, gas 
and water supply 

0.8 

1.0 

1.2 

l.l 

14 4) 

1 2 

1.6 

6 Transport services 

4.2 

4.8 

6.5 

4.6 t 

11 0) 

4 4.8 4 t 

5.9+4- 

7 Other services 

24.3 

24 9 

29.5 

26,8 

(4 1) 
27.7 

31.4 

Total 

100.0 

100.0 

100.0 

KM.O 

(25.7) 

100.0 

100.0 


Notes’. Figures in brackets relate to GDP (at factor cos') lor 1973-74 at 1973-74 prices. 

• At 1973-74 market prices. 

** At Factor Cost 1970-71 prices 
+ Excludes coaltar products 
-f Includes shortage. 

M-123 
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of ith commodity distributed to jth sector for 
intermediate use. Thus, we can have ^ C,j 
as the proportion of totai inputs in the out¬ 
put of jth industry and $ Rjj represent the 
proportion of intermediate demand in the 
totai output of the ith commodity. The indi¬ 
vidual coefficients are compared by fol¬ 
lowing the approaches of Chenery and 
>^^tanabe, Leontief and Augustinovics. 

Chenery and Watanabe (C-M) considered 
the total input share in the gross output of 
a commodity and measured their changes. 
Chenery and Watanabe coefficient known 
as absolute column measure, is given by 

r ab = F 1^1 - I 

where a and b represent two time points, and 
Cjj present the ijth input coefficient. 
Similarly, the ratio can be worked otit for 
the proportion of intermediate use in the 
gross output of a commodity which is term¬ 
ed as row measure. The ratio will be small 
with a high degree of similarity in the pro¬ 
duction structures at two time points and 
large with dissimilarity in the two produc¬ 
tion structures. The limits of the ratio are 
zero and 2. When a significant change oc¬ 
curs in the production structure, the value 
of the coefficient is nearer to 2. 

Leontief made a pioneering effort to 
measure the structural changes in the 
American Economy through the input- 
output framework. He compared individual 
coefficients of the technical coefficient 
matrix. He defined relative change index for 
each cell of the coefficient matrix and it is 
given by 

* “ *"* ~ ... ( 2 ) 

Because of the absence of modulus, this 
measure gives the direction in which the 
change takes place and it ranges between - 2 
and - 1 2 unilike the earlier one whose limits 
are 0 and 2. 

A frequency distribution of the relative 
change indices was drawn to give the number 
of coefficients falling within each range and 
the average index and their variance over the 
ceritral value. But this distribution docs not 
take into account the sizes of the cocfHcients 
and are based on the aggregation of the 
commodity sectors of different magnitudes. 
These magnitudes change from one sector 
to another. Therefore, a weighted frequency 
distribution of the indices was worked out 
to remove the effect of the sizes of transac¬ 
tion values of the sectors. The weights are 
taken as 'A (X^*. + Xgjwhere Xy are the’ 
transaction values of the 1-0 tables at two 
time points *3’ and ‘b’ valued at constant 
prices. The same method is adopted in this 
paper for comparing two I-O tables. 

The relative change index of Leontief was 
modified by Augustinovics combining all the 
cell level indices into a'single measure. The 
ratio is defined as 

a ab |A^ n>) = J_ T ^5 - ^IJ .. ( 3 ) 


Where « ab is a measure of change in the 
matrix (An, m) between the periods V and 
‘b*. it indicates the average percentage change 
in the coefficients. It is derived without 
weighting the coefficients by their size or 
output Imls of the users or producing sec¬ 
tors. If there is no technological change bet¬ 
ween the two time points, a will be zero and 
if they are entirely different, then the value 
of a will be the maximum at 2. 

Attempts were made by Leontief, 
Hatanaka and others by estimating the final 
demand backwards or project forwards us¬ 
ing a recent or past input-output table and 
comparing them with the actual final de¬ 
mand vector. But this does not, however, 
indicate whether the changes are due to 
technological or final demand factors. 
Studies made by Vaccara and Simon, and 
Reiner Staglin and Hans Wessels attempted 
to separate out the causes of structural 
change into ‘technological’ and ‘final 
demand’ change. 

The mathematical formulations to sepa¬ 
rate out the changes in gross output levels 
into two components given in the above 
studies, particularly adopted by Staglin and 
Wessels, are of the following type: 

(C^ F- - C. F') = (C^ F- - F') + 

(C* . F' - C. F') ^ C-. (F^ F') + 
(C^ - C'). F'... (4) 

where C represents the Leontief’s inverse of 
the technical coefficient matrix, F the final 
demand vector, and the superscripts I and 
2 are the two time points. In this formula¬ 
tion, the technical coefficient matrix of the 
later year is taken as fixed and compared 
with the earlier one. Further, the first fac¬ 
tor in equation 4 gives the change due to the 
final demand and the second one due to the 
technical coefficient matrix each of them 


being weighted by terminal year’s technical 
coefficient matrix and the initial year’s final 
demand vector, respectively. However, the 
equation is equally valid even when the 
technology of the initial year is taken as fixed 
and the factors of change in final demand 
and technical coefficient matrix are weighted 
by the initial year technology and later year’s 
final demand vector.^ 

The present study mainly makes a com¬ 
parison over the three time points 1968-69, 
1973-74 and 1979-80, of backward linkages 
(column coefficients), forward linkages (tow 
coefficients), column and row measures, the 
structure of production and the changes in 
output due to final demand and technolo¬ 
gical changes. 

Ill 

Data Base 

The I-O tables published by the CSO and 
the Planning Commission were at current 

Table 4: Classification of Sectors 


Year/Category Backward Linkages 

_ (Share o f Input s*) 

Low High 


Forward linkages 
(shares of intermediate 
use*) 


1968-69 

Low 

1,17,18 

6,7,9,13,15 

High 

2,3,3.12,14,16 

4,8,10,11 

1973-74 

Low 

1,14,17.18 

6,7,9,13,15 

High 

2,3,5,11,16 

4,8,10,12 

1979-80 

Low 

1,14,18 

6.7,9.13,15 

High 

2.3,5,17 

4,8,10,11,12,16 

Note: * 

In total output. 



Table 3: Backward and Forward Linkaoes of Sectors 

(PeKentages) 


Sector Backward Linkages* _ Forward Linkages * 


(1) 

1968-69 

(2) 

1973-74 

(3) 

1979-80 

(4) 

1968-69 

(5) 

1973-74 

(6) 

1979-80 

(7) 

1 Agriculture and allied 
activities 

23.00 

22.81 

22.23 

30.18 

34.17 

30.53 

2 Coal and lignite 

20.05 

19.61 

33.27 

93.96 

84.38 

86.96 

3 Crude petroleum and 
natural gas 

2.70 

1.62 

9.72 

100.00 

99.90 

99.47 

4 Products of coal and 
petroleum 

58.90 

73.07 

47.28 

75.37 

68.42 

70.00 

3 Iron ore, etc. 

13.96 

8.35 

15.70 

84.05 

80.00 

84.73 

6 Sugar, etc. 

71.33 

77.10 

71.07 

20.62 

19.43 

13.97 

7 Textiles 

58.45 

61.27 

63.98 

29.33 

26.24 

26.58 

8 Paper and its products 

51.88 

52.14 

39.91 

85.92 

83.18 

78.30 

9 Leather, etc, 

68.94 

63.14 

80.37 

48.08 

45.52 

48.67 

10 Chemicals 

57.69 

31.69 

58.03 

86.65 

79.87 

86.13 

11 Non-metallic mineral 
products 

.53.81 

39.57 

69.57 

90.75 

89.36 

74.69 

12 Basic metals 

48.13 

53.30 

55.18 

90.21 

93.95 

88.99 

13 Machinery, etc. 

31.43 

54.25 

55.27 

32.11 

37.79 

32.96 

14 Other manufacturing 
industries 

42.39 

46.68 

43.18 

58.14 

36.34 

45.29 

13 Construction 

52.14 

34.67 

39.81 

14.33 

10.39 

22.20 

16 Electricity, etc 

43.68 

49.17 

52.59 

85.46 

73.16 

87.49 

17 Tiansport services 

44.10 

40.24 

35.19 

35.33 

42.95 

56.53 

18 Other services 

20.05 

22.04 

30.32 

29.36 

27.40 

43.95 

Total Economy 

33.19 

36.37 

41.02 

35.20 

36.37 

40.67 


Ato/e: * At 1973-7^ prices. 
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prices aAd they formed the data base for the 
study. The 1*0 tables for 1968-69 and 
1979-80 were converted into 1973-74 prices 
so that a comparison can be made l^tween 
them and the 1973-74 table (statements 1.1, 
1.2 and 1.3). The data were deflated, on the 
basis of the wholesale price indices and gross 
domestic product deflators. The detailed 
procedure of estimation is described in 
Appendix-I. In the process of conversion, it 
is likely that the price indices considered, 
might not have reflected a proper index in 
respect of some cells. In order to cross-check 


the valuation of the input-output tables at 
1973-74 prices, broad sectoral shares in gross 
value added derived from the I-O tables for 
the three years are compared with those 
drawn from National Accounts Statistics 
(NAS) published by the CSQ 

Sectoral Composition 

It may be seen from Thble 1 that the sec¬ 
toral shares in GDP derived from I-O tables 
are satisfactorily comparable with those of 
NAS, although the former relates to market 


prices of 1973-74 and the latter to factor cost 
of 1970-71. The differences noticed between 
the two sets of shares could be due to (a) the 
general price levels between 1970-71 and 
1973-74, (b) the valuation of data, viz, 
market prices and tector cost and (c) the pro¬ 
cedure of estimation to derive the tables at 
1973-74 prices. However, it may be seen that 
the shares derived from the I-O tables are 
close enough with those obtained from the 
NAS. It is well known that for the Indian 
economy agriculture bears the largest share 
in GDP and the share derived from I-O 
tables had declined from 48.6 per cent in 
1968-69 to 37.5 per cent in 1979-80 which 
are close to 46.3 per cent and 38.7 per cent 
respectively, during the same period obtained 
from NAS. On the other hand, manufactur¬ 
ing and other services sectors improved their 
shares from 15.5 per cent and 24.3 per cent 
to 19.1 per cent and 29.5 per cent, respec¬ 
tively, during the same period. Other sectors 
have marginal upward revision in their shares 
(like electricity, etc, and transport services) 
while a few others lowered their shares (such 
as construction, mining and quarrying). 

Intermediate Demand 

The total output of the economy can be 
viewed either from its distribution or from 
its production. While intermediate demand 
and total inputs have different shares in the 
total output for a commodity, both convey 
the same meaning when the total economy 
is taken into account. The share of in¬ 
termediate demand in the total output 
recorded a marginal increase from 35.2 per 
cent in 1968-69 to 36.4 per cent in 1973-74. 
The share was, however, higher at 40.7 per 
cent according to the I-O table for 1979-80. 
Comparing these shares with those in the 
past, derived by Venkatramaiah et al, the 
share showed a marginal improvement dur¬ 
ing 1963-1974. Although, according to 
Venkatramaiah the intermediate demand of 
non-agricultural commodities had signi¬ 
ficantly increased from 24.1 per cent to 36.9 
per cent during 1951 to 1963, this raiio had 
risen to 38.5 per cent in 1968-69 but declined 
to 37.7 per cent in 1973-74. The ratio, 
however, was high at 44.4 per cent in 1979-80 
indicating a larger share of non-agricultural 
commodities for further processing. 

Ikking this into view, the inter-temporal 
changes in the economy are measured 
through the Augustinovics formulations. 
The measures given in Table 2, are derived 
from the input-coefficient matrix and the 
row coefficient matrix. 

The estimated measures based either on 
distributional aspect or production angle, 
behave in similar way. A marginal change 
in the technical coefficient matrix is ob¬ 
served between 1968-69 and 1973-74. It is no 
surprise for the low value of the coefficient 
for the period 1968-69 to 1979-80 as the table 
for 1979-80 is basically dependent on 
1968-69 structure. The basic assumption of 
the 1-0 tables lay behind such updating, viz, 
the stability of technical coefficient matrix. 
It is, therefore; pointed out that the updating 
of the I-O table for a future period would 
serve only a limited purpose. Further, such 
a table does not take into account any 


Table 5: Technoijogical Changes; Sectoral Values of Chenery—Watanabe (y) Measures 


Sector 

Absolute Column Measures 

Absolute Row Measures 


1968-69/ 

1973-74/ 

1968-69/ 

1968-69/ 

1973-74/ 

1968-69/ 


1973-74 

1979-80 

1979-80 

1973-74 

1979-80 

1979-8P 

1 Agriculture and allied 







activities 

0.1456 

0.5290 

0.5320 

0.6352 

0.4011 

0.4064 

2 Coal and lignite 

1.0362 

1.1276 

0.6701 

0.3585 

1.6042 

1.3411 

3 Crude petroleum and 







natural gas 

0.9838 

1.4473 

1.1305 

1.5477 

0.0718 

1.5837 

4 Products of coal and 







petroleum 

0.4095 

0.5175 

0.2555 

0.5604 

1.4797 

1.3951 

5 Iron ore, etc,. 

0.6109 

0.7857 

0.3021 

0.4149 

1.1747 

1.5232 

6 Sugar, etc. 

0.2672 

0.2988 

0.1963 

0.4613 

1.6178 

1.6940 

7 Textiles 

0.2823 

0.3781 

0.2361 

0.2501 

0.9081 

1.0109 

8 Paper and its products 

0.1792 

0.4881 

0.4515 

0.9510 

0.3940 

1.2094 

9 Leather, etc. 

0.1759 

0.3111 

0.1927 

0.3287 

0.8910 

1.0901 

10 Chemicals 

0.1983 

0.2974 

0.2818 

0.6021 

1.1359 

1.4350 

II Non-meiallic mineral 







products 

0.3773 

0.6027 

0.4393 

0.3682 

0.8922 

1.0560 

12 Basic metals 

0.3856 

0.3614 

0.2725 

0.5661 

0.5999 

1.0649 

13 Machinery, etc, 

0.2524 

0.2066 

0.2016 

1.5026 

0.6959 

1.2628 

14 Other manufacturing 







industries 

0.6480 

0.8186 

0,6705 

0.7110 

1.5269 

1.9086 

IS Construction 

0.3917 

0.6691 

0.4461 

1.4744 

1.6420 

0.5043 

16 Electricity, etc 

0.3046 

0.3758 

0.2363 

0.6291 

0.9904 

1.5253 

17 Transport services 

0.3879 

0.5827 

0.4105 

0.3950 

0.9535 

0.9566 

18 Other services 

0.3886 

0.6499 

0.5072 

0.3813 

1.0509 

0.8831 

Average of 18 sectors 

0.4125 

0.5804 

0.4129 

0.6743 

1.0017 

1.2139 

Table 6: TEtHNOixx,it al 

Changes Sel toral Values of Augustinovics (o) Measured 


Column Measures 

Row Measures 

Sector 

1968-69/ 

1973-74/ 

1968-69/ 

1968-69/ 

1973-74/ 

1968-69/ 


1973-74 

1979-80 

1979-80 

1973-74 

1979-80 

1979-80 

1 Agriculture and allied 







activities 

0.8555 

1.0545 

0.5519 

0.3898 

0.3963 

0.3287 

2 Coal and lignite 

0.8341 

0.8126 

0.4(46 

0.7586 

0.8774 

0.4628 

3 Crude petroleum and 




* 



natural gas 

0.5762 

0.8261 

0.6783 

0.7259 

1.1130 

0.9438 

4 Products of coal and 







petroleum 

1.1479 

1.1182 

0.6202 

0.5404 

0.6778 

0.4120 

5 Iron ore, etc. 

0.4074 

0.4054 

0.2397 

0.5513 

0.5978 

0.5517 

6 Sugar, etc. 

0.7425 

0.7978 

0.5563 

0.7294 

041654 

0.4772 

7 Textiles 

0.5467 

0.7392 

0.5623 

0.6791 

0.6159 

0.2819 

8 Paper and its products 

0.49f8 

0.7347 

0.4913 

0.8048 

0.8923 

0.3143 

9 Leather, etc. 

0.5321 

0.6729 

0.3687 

0.6230 

0.7722 

0.3939 

to Chemicals 

0.3574 

. 0.5297 

0.4370 

0.5870 

0.6820 

0.3722 

II Non-metallic mineral 







products 

0.5887 

0.6837 

0.4217 

0.6682 

0.7321 

0.3096 

12 Basic metals 

0.7809 

0.8248 

0.4345 

0.7572 

0.8572 

0.2853 

13 Machinery, etc. 

0.5039 

0.7181 

0.5213 

0.7013 

0.8034 

0.4792 

14 Other manufacturing 







industries 

0.6441 

0.9451 

0.6261 

0.8836 

1.0372 

0.6327 

15 Construction 

0.7193 

0.8158 

0.3208 

1.3484 

1.2722 

0.7701 

16 Electricity, etc 

0.7386 

0.7631 

0.2256 

0.4788 

0.5941 

0.5857 

17 IVansport services 

0.7774 

0.7883 

0.4533 

0.3662 

0.5649 

0.3946 

18 Other services 

0.7261 

0.7742 

0.5368 

0.3887 

0.5952 

0.4800 

Average of 18 sectors 

. 0.6650 

0.7780 

0.4700 

0.6657 

0.7637 

0.4708 
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technologi^ changes which may take place 
at a later time. The lower value for the third 
period, in addition, indicates that the 
technological changes that have occurred 
during 1968-69 to 1973-74 have not assumed 
during the large span of 11 years, viz, 
1968-69 to 1979-80. If there had bm signifi¬ 
cant change during this period, the value of 
the coefficient should have been higher than 
that recorded for the first period of 5 years. 

Sectoral Linkages 

Agriculture and allied activities, which 
had the largest share in GDP had a low 
backward and forward linkages with other 
sectors (Table 3). Sugar, etc (including food 
products and beverages) had a low forward 
linkage but a high backward linkage, i e, a 
large share of other commodities enter its 
manufacturing process. 

Among other sectors, crude petroleum 
and natural gas, coal and lignite, basic 
metals and non-metallic mineral products 
have very large forward linkages but their 
backward linkages are low except for basic 
metals and non-metallic mineral products. 
The share of intermediate inputs of 'pro¬ 
ducts of coal and petroleum’ though in¬ 
creased from 58.9 per cent to 73.1 per cent, 
during l%8-69 to 1973-74, the share declined 
steeply to 47.3 per cent, in 1979-80. Similarly, 
the share of total inputs of non-metallic 
mineral products declined from 53.8 per cent 
to 39.6 per cent during 1968-69 to 1973-74, 
but the share increased to 69.6 per cent in 


1979-80. 

The sectors have been arranged into four 
categories grouping them into low and high 
backward linkage, cross-classified into low 
and high forward linkage, as given in 
Tkble 4. When tfie share of intermediate use 
or total inputs in total output is less than 
50 per cent, it is classified as low otherwise 
as of high intermediation. 

The commodities/industries have been 
thus grouped into four categories: one with 
low input'share and low intermediate use. 
These commodities are primarily meant for 
final use and have a large share in GDP. 
Agriculture and allied activities, transport 
services and other services like communica¬ 
tion, public admini.ctration fall in this 
category. The second category includes the 
commodities with low intermediate demand 
and high backward linkage. They have large 
use of commodities of other industries but 
their product is used mainly for final con¬ 
sumption. These sectors are sugar, textiles, 
machinery and construction. The final use 
of machinery would be in the form of in¬ 
vestment rather than for public or private 
final consumption. The third category 
relates to the commodities with high inter¬ 
mediate demand and low backward linkage. 
The output of these commodities, is distri¬ 
buted to other industries but it consumes It'ss 
from other industries. Coal and lignite, 
crude petroleum and natural gas, iron ore, 
etc, and electricity sectors fall in this 
category. Fourthly, the commodities have 
high backward and forward linkages, i c, the 


TABLfc7: 1-REOiifNCY Disrxiuui ION or Averauf Transaction VALOtsC lassified bv Relaiivf. 
CiiANCii s in Input ConricitNTS 1968-69 to 1973-74 


Relative Change Indices 


Weighted Production Levels (Rs lakhs) 

in Individual Input 

All Sectors 

Other Manu- 

Electricity 

Chemicals 

Coefficients 


facturing 

Industries 



(1) 

(2) 

(3) 

(4) 

(5) 

1 2.0 to -1.60 

19591 

480 

_ 

2280 

2 -1.60 to 1.20 

5095 

861 

1214 

— 

3 1.20 to - 0.80 

74133 

272 

— 

9771 

4 - 0.8t> to - 0.40 

93174 

15208 

56 

6852 

5 -0.40 to 0.00 

I.52I46S 

6986 

11055 

26221 

6 0.00 to 0.40 

1057222 

18839 

23577 

86563 

7 0.40 to 0.80 

117851 

6781 

5 

- 

8 0.80 to 1.20 

100192 

528 

3867 

-- 

9 1.20 to 1.60 

58289 

— 

, 178 

— 

10 1.60 to 2.00 

34242 

11320 

2221 

— 

Mean; 

Standard 

0.01585 

0.2591 

0.2108 

-0.0449 

deviation; 

0.45976 

0.8683 

0.5621 

0.4258 

Table 8; CHANt.rs tN TaiAi. Ouffut Dun to Tf< HNOirxiv and Duf to Finai 

Demand in ihc 


Indian Fconomy 







(Percentages) 

Years 

No of Years 

Total Change 

Changes Due'to 


Gap 


Technology 

Final Demand 

(1) 

(2) 

(3) 

(4) 

(5) 

1968-69 and 1973-74 

5 

19.98 

1.11 

18.77 



(100.0) 

(5.6) 

(94.4) 

1973-74 and 1979-80 

6 

35.41 

5.36 

30.05 



(100.0) 

(15.1) 

(84.9) 

1968-69 and 1979-80 

11 

62.38 

7.35 

55.03 



(100.0) 

(11.8) 

(88.2) 


Note. Figures are percentages of change in output to total output in the initial year. 


output of these commodities/industries is 
mostly consumed by other industries while 
they liave large input share drawn from 
various commodities. Output of Voducts 
of coal and petroleum’, chemicals and basic 
metals have large backward and forward 
linkages. 

A few shifts were noticed between 1968-69 
and 1973-74 among the four groups of com¬ 
modities. The basic metals sector, shifted 
from low to high backward linkage while 
having high forward linkage. The sector of 
non-metaUic mineral products changed from 
high to low backward linkages without any 
change in its usage. On the other hand, other 
manufacturing industries shifted from high 
to low intermediate use without any change 
in its backward linkage. 

Sectoral Level Technological 
Changes 

In Section II, the measurement of changes 
in the coefficiens are explained through the 
absolute column and row measures defined 
by Chenery and Watanabe. However, similar 
measures can also be obtained by making use 
of the formula suggested by Augustinovics 
by modifying it through the deletion of sum¬ 
mation over either rows or columns. 
Venkatramaiah pointed out that the index 
derived with Augustinovics’ formulation 
would be an unweighted average of the ratios 
of all input coefficient differences (though 
implicitly have equal weights) while that 
derived through C-W would be a weighted 
index; the weights being the production 
levels. In the present exercise, the sectoral 
level measures are obtained through C-W 
formulations and also through Augustinovics 
formula. 

The sector-wise absolute column and row 
measures of Chencry-Watanabc for 18 sec¬ 
tors of the Indian economy are given in 
Table 5. The sectoral column measure.s for 
1968-80 period were generally lower than the 
measures obtained for other two periods, 
vi/, l%8-74 a|id 1973-80. This may be 
because the 1-0 tabic for 1979 80 was an up¬ 
dated version ol the 1-0 table for 1968-69, 
wherein the structure of the mier-industry 
transactions for 1968-69 was assumed to 
hold good for the later period. 

Ba.sed on the column measures, i c, the in¬ 
put coefficients, it may be said that among 
the 18 sectors, changes during 1968-74 could 
have taken place, to a large extent, in respect 
of coal and lignite, crude petroleum and 
natural gas, iron ore, and other manufactur¬ 
ing industries while in others, the changes 
are not significant. In respect of some sec¬ 
tors the changes between 1973-80 period 
were larger than those between 1968-74 
period. The overall change given by this 
measure was about 41 per cent during 
1968-74 period, same as that of 1968-80, 
while that between 1973-80 was 58 per cent. 

The row measures indicate larger changes 
in the distributional aspect of the com¬ 
modity output, as against a fewer number 
of changes in input structure. It appears that 
significant changes were assumed in the 
distributional aspect during the period 
1968-80 in almost all sectors, as seen by the 
measures.' During the period l%8-74. 
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notable changes were recorded in resp^t of 
crude petroleum and natural gas, machinery, 
construction, and paper and its products. 
The average measure of 18 sectors was 1.00 
for the period 1973-80 slightly lower than 
1.21 recorded for 1968-80. But changes dur¬ 
ing 1968-74 period were of a lower order 
than those in other periods. 

Thble 6 presents the sectoral level- 
measures given by Augustinovics for all 18 
sectors of the Indian economy based on col¬ 
umn and row coefficient matrices. As in the 
case of C'W measure, it is observed that the 
indices derived for 1968-80 period are lower 
than those obtained for the periods l%8-74 
and 1974-80 which are very close to one 
another. These indices indicate that changes 
could have taken place in the input struc¬ 
ture of the basic commodity—producing 
sectors, such as ‘products of coal and 
petroleum’, ‘agriculture and allied activitie.s’, 
‘coal and lignite’, and ‘basic metals’. 

In the case of changes in intermediate 
demand or forward linkage.^, ‘construction’ 
appeared to have had significant change dur¬ 
ing 1968-69 and 1973-74. Similarly, ‘crude 
petroleum and natural gas’, ‘coal and lignite’, 
‘paper and its products’, ‘other manufactur¬ 
ing indu.stries’ and ‘machinery’ also showed 
indications of changing technology which 
was also seen by the C-^ measures. 

Venkatramaiah et al infer in their study'*, 
that “if Y and o represent C-W and 
Augustinovics measures, respectively, and if 

(i) y|>0j,then,'the more important or major 
inputs have undergone greater change, 
relatively though not exclusively; and 

(ii) 0j>yj then new items of input have 
been introduced in the production process 
and/or minor inputs have gained pro¬ 
minence in the change’’. Thus, it may be 
.stated, that ‘coal and lignite’, ‘crude 
petroleum and natural gas’ and ‘iron ore, 
etc’, seemed to have undergone changes in 
their important and major inputs while in 
other industry/commodity categories, 
changes appeared to have occurred in their 
production processes by the introduction of 
new inputs. 

Relativu Changes in Individuai 
COEFKICIENIS 

The basic assumption in the exercises 
making u.sc of 1-0 tables is the constancy 
of the technical co-efficient matrix. Changes 
in the intermediate demand and intermediate 
inputs are measured through C-W and 
Augustinovics indices. Such indices in the 
case of individual coefficients were initially 
prescribed by Lcoiiiief. Those suggested by 
Leontief indicate also the direction of 
change. Leontief measures obtained from 
column and row coefficient matrices are 
given in Statements 3.1-3.3 and 4.t-4.3. As 
discussed in Section II, the index ranges bet¬ 
ween -2 and -f2, the maximum (-2 and 
•1-2) indicating dissimilarity between the 
structures at two points of time and zero 
level index showing a close similarity bet¬ 
ween the two structures. 

It may be observed from the statements, 
that a good number of indices are nearer to 
2, while a few others ranged between the 
limits. This may not directly indicate any 
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diieaion of change. For this purpose; the in¬ 
dices have been arranged in a frequency table 
with the range of the limits being divided 
into class intervals. Though the number of 
indices falling within each class could form 
the frequency they vary and change accor¬ 
ding to the classification of the economy in¬ 
to different number of sectors. In order to 
remove this effect as explained in Section II, 
the frequency is represented by the weighted 
production levels at the two time periods. 
Such a frequency distribution is presented 
in Ibble 7 measuring the changes during the 
period 1968-69 to 1973-74. 

All the relative change indices are grouped 
into 10 classes. From the statistical values, 
it is seen that the mean of the distribution 
for all sectors is 0.01S8S with fairly low stan¬ 
dard deviation. The mean value would in¬ 
dicate that input coefficients on an average 
increased by about 1.S8 per dent during the 
period 1968-74. Similar measures for a few 
other industries are also given in Thble 7. The 
input coefficients in the case of other 
manufacturing industries increased by about 
2S.9 per cent while that of elearicity rose 
by about 21.1 per cent. On the other hand, 
the input coefficients of chemicals showed 
a marginal decline by about 4.5 per cent. 

Segregation ok Change in Output 

Tbtal change in gross output, change in 
output due to (a) technology and (b) final 
demand, are estimated following the proce¬ 
dure of Staglin and Wessels discussed in Sec¬ 
tion II. These changes in percentage terms 
are given in Ihble 8.’ The figures in each 
row indicate the percentage change in total 
gross output with respect to the output in 
the initial year. That means, the figure under 
row 1 and column 3 shows that the change 
in gross output was 19.9 per cent over the 
level of gross output in 1968-69; of which 
1.1 per cent was due to technology and 18.8 
per cent was due to change in final demand. 
In other words, 94.4 per cent of the total 
change was accounted for by final demand 
and a small share of S.6 per cent is due to 
technology. Similar is the case with other 
periods. Thus, the impact on gross output 
-due to change in final demand was larger 
than that of technology. 

While the total change in gross output is 
35.4 per cent in 1979-80 over 1973-74, change 
due to technology had accounted for a share 
of IS.l per cent of the total change whereas 
in the larger span of 1968-69 and 1979-80, 
the technology accounted .for only 11.8 per 
cent of the total change of 62.4 per cent in 
gross output of 1968-69. It may be mention¬ 
ed that as the span of two I-O tables in¬ 
creases one woul4 expect more changes in 
the structure of the economy accompanied 
by a large share of technological change. On 
the other hand, if the technology had com¬ 
pletely taken a new shape by certain period, 
say 1973-74, and further changes in it are 
likely to be few, then we can expect a smaller 
order change in output due to technology. 
But in the case of the Indian economy, new 
technology is still being adopted in many in¬ 
dustries and this is a continuous process to 
some extent. 

It is seen from the exercise that the change 


in output due to technology during 1911^80 . 
over 1968-69 was less than the similar share 
observed for 1979-80 over 1973-74 with a 
span of only 6 years. The contribution of 
technology during 1979-80 - 1968-69 period 
should have been higher than that during the 
1979-80 - 1973-74 period, because the span 
of the former period (11 year's) u more that 
of the latter period (6 years).* This obser¬ 
vation also supports the earlier finding that 
while updating the I-O table for 1979-80, 
changes in the technical coefficient matrix 
for the I-O table for 1968-69 were assumed 
to be minimal. It may be added that up¬ 
dating of an I-O table from past period to 
a recent period may not take into account 
all changes that are likely to take place 
during the two points of time. 

IV 

Based on the discussion presented earlier, 
the following observations are made: 

1 Among the 18 sectors classified in the 
study, the input structure appeared to have 
undergone change in respect of products of 
coal and petroleum, agriculture and allied 
activities, coal and lignite, and basic metals. 
Regarding the intermediate demand, con¬ 
struction, other manufacturing industries, 
coal and lignite, and machinery showed 
changes in distributional aspects. 

2 No signiHcartt changes in sectoral 
backward and forward linkages are noticed 
except in respect of a few, like, basic metals, 
non-metallic minersd products and other 
manufacturing industries. 

3 From the Leontief s relative change in¬ 
dices for individual input coefHcients it is 
estimated that the coefficients would have 
increased on the average, by about 1.58 per 
cent during 1968-74. 

4 The share of intermediate demand in 
total output showed only a marginal increase 
from 35.2 per cent to 36.4 per cent during 
1968-69 to 1973-74. On the contrary, similar 
ratio in the output of non-agricultural com¬ 
modities declined from 38.5 per cent to 37.7 
per cent during the same period. Thus, the 
use of non-agricultural commodities in fur¬ 
ther manufacturing process showed a 
decline. 

5 The measures of technological changes 
estimated for the total economy indicated 
that changes recorded during 1968-74 seem 
to have been more than those envisaged at 
the suge of formulation of the Plan while 
ui^ating the I-O table for 1979-80. It im¬ 
plies that updating of an I-O table to be used 
for future planning to reflect the techno¬ 
logical changes would serve only a limited 
purpose. 

6 The impact of change in final demand 
on change in gross output was much larger 
than that of the technological change in the 
gross output. During 1968-69 to 1973-74,5.6 
per cent of the total change in gross output 
was accounted for by technology while the 
remaining was contributed by firud demand. 

Limitations 

The observations made in the study am 
broad indicators rather than precise yard¬ 
sticks. They have to be read alongwith cer- 
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tain limitations imbedded in the data base 
or assumptions. The I>0 tables are generally 
available at current prices; but for compar¬ 
ing them over time, it is necessary to have 
the tables at constant or a particulat year’s 
prices. In the process of conversion of the 
transaction values, the price indices used for 
the cells might be clo^ approximations and 
therefore, if the index changes, the levels of 
(•itput would also undergo change. The ex¬ 
ercise is based on the commodity X industry 
table rather than commodity x commodity 
1-0 table. The classification of the economy 
into more disaggregated sectors may give a 
better picture for the individual sectors. 
However, these may not alter observations 
made in the study. 

Further, the study does not take into ac¬ 
count the changes due to labour and capital 
which are generally viewed from a produc¬ 
tion function approach. 

Appendix I 

Data Base 

The Inte.r-lndustry llransactions Thble 
(I-O table) was published by the Central 
Statistical Organisation for the years 1968-69 
and 1973-74. Similar table for the year 
1979-80 was prepared by the Planning Com¬ 
mission, government of India, by updating 
the 1968-69 table to 1979-80. The commodi¬ 
ty x industry tables for the years 1968-69, 
1973-74 and 1979-80 formed the basis for 
the study. F.venthough the commodity x 
commodity tables are appropriate for 
measuring the technological changes, the 
commodity x industry tables have been 
resorted to, because the former category of 
tables are not available for the years 1968-69- 
and 1979-80. The I-O tables for 1968-69 and 
1973-74 were published by the CSO in the 
National Accounts Statistics issues of 1978 
and 1981, respectively. The Planning Com¬ 
mission published the table for 1979-80 in 
its publication on ‘A Technical Note on The 
Sixth Plan of India (1980-85)’. 

These tables present the transactions bet¬ 
ween various industries producing different 
commodities and services, where columns 
represent industries and rows represent com¬ 
modities. Each row shows, ih relevant col¬ 
umns, the distribution of total output of the 
commodities to different industries for in¬ 
termediate consumption and for final use in 
the form of public and private final con¬ 
sumption, gross fixed investment, change in 
stocks and exports. The entries in each 
column denote the inputs drawn from 
various commodities/services that have 
resulted in the output of a particuair in¬ 
dustry. The. entries at the bottom of each 
column shows the primary inputs in the 
form of labour and capital, i e, gross value 
added (net value added + depreciation), in¬ 
direct taxes net of subsidies and imports. The 
diagonal elements of Che table indicate the 
output of commodities/services which are 
produced and consumed in the same in¬ 
dustry group. The values presented in the 
tables are at producers prices. The tables 
published by the and the Planning 
Comniission are available at a disaggregated 
level of Industry/commodity sectors. These 
are regrouped into 18 sectors for the purpose 


of the study.' The coverage of each sector is 
given in Appendix-II. 

Since the table presents the values at cur¬ 
rent prices, they are converted into constant 
prices, viz, 1973-74 prices. The year 1973-74 
is chosen because it almost lies in between 
the two time‘points, 1968-69 and 1979-80; 
and the price rise was almost the same dur¬ 
ing the two periods, i e, 53.0 per cent rise 
during 1968-69 and 1973-74, and 55.8 per 
cent during 1973-74 and 1979-80. The values 
of the I-O tables for 1968-69 and 1979-80 


are worked out at 1973-74 prices by making 
use of the wholesale price index in the case 
of commodity sectors and the gross domestic 
product deflator for services sectors. The 
commodities covered in the wholesale price 
index are regrouped into 14 sectors.^ In the 
absence of the wholesale prices for services 
sectors, the GDP deflator is assumed to 
represent the prices.* They are estimated as 
the ratio of gross product at current prices, 
to the gross product at constant (1970-71) 
prices. The deflators for 1968-69 and 


Appendix II 

Coverage or Sectors 


Sector 

(1) 

Coverage 

(2) 

Sectors covered in I-O Tables 
1968-69 1973-74 1979-80 

(60) (60) (89) 

(3) (4) (5) 

1 Agriculture and allied 
activities 

Food crops, cash crops, plantation 
crops, other crops, animal husban¬ 
dry, forestry and logging and fishing 

1 to 7 

1 to 7 

1 to IS 

2 Coal and lignite 

CoaJ and lignite 

8 

8 

16 

3 Crude petroleum and 
natural gas 

Crude petroleum and natural gas 

9 

9 

17 

4 Produets of coal and 
petroleum 

Coaltar products and petroleum 
products 

26. 27 

26,27 

43,44 

5 Iron ore, etc 

Iron ore and other metallic minerals 

10. 11 

10. 11 

18, 19 

6 Sugar, etc 

Sugar manufactures, food products, 
beverages and tobacco products 

12 to 15 

12 to 15 

20 to 27 

7 Textiles 

Cotton, wool, silk, synthetic fibre, 
jute, hemp and mesta textiles, textile 
products including wearing apparel. 

16 to 19 

16 to 19 

28 to 35 

8 Paper and its 
products 

Paper, paper products, printing, 
publishing and allied activities 

22. 23 

22,23 

37,38 

9 Leather, etc 

Leather, leather products, plastic 
and rubber products 

24.25 

24,25 

39 to 42 

10 Chemicals 

Organic and inorganic heavy 
chemicals, fertilisers, paints, var¬ 
nishes, pesticides, ocher chemicals 
and other chemical products. 

28 to 32 

28 to 32 

45 to 53 

11 Non-metallic mineral 
products 

Cement and other non-metullic 
mineral products. 

33,34 

33,3 4 

54,55,-56 

12 Basic metals 

Iron and steel, casting, forging 
and foundries, aluminium, copper 
and other non-ferrous jnetals 
industries. 

35.36 

35,-16 

57 to 60 

!3 Machinery and 
equipment 

Metal pioducts, agricultuial, 
industrial and electrical machinery, 
apparatus and appliances', lailway 
and other transport equipment. 

37 to 43 

37 to 43 

61 to 76 

14 Other manufacturing 
industries 

Wood,' wood products, furniture 
and fixtures, and other 
miscellaneous manufacturing in¬ 
dustries (including watches and 
clocks). 

20.21,44 

20,21,44 

36.77,78 

IS Construction 

Construction, including roads, 
bridges and multipurpose power 
projects, etc. 

45 

45 

79 

16 Electricity, gas and 
water supply 

Electricity generation and trans¬ 
mission, etc, manufacturing and 
distribution of gas, collection, 
purification and distribution of 
water. 

46,47 

46.47 

80 

17 Transport services 

Railway transport and other 
transport services 

48,49 

48,49 

81,82 

18 Other services 

Communication, storage, trade, 
hotels and restaurants, banking and 
insurance, real estate, ownership of 
dwelling, education and research, 
medical and health, public ad¬ 
ministration and defence, and other 
services. 

50 lo 60 

50 to 60 

83 to 89 
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1973-74 are changed to base 1973-74 = 100. 
The entries in each row are revalued at 
1973-74 prices by using the wholesale price 
indei of that commodity sector. The gross 
output of each industry (I e, column totals) 
is also deflated with the price indices of the 
commodities that are principally being pro¬ 
duced by that industry. However, it would 
be appropriate to take the weighted price in¬ 
dex of the commodities produced by the par¬ 
ticular industry, but in the absence of details 
of output by by-products or subsidiary pro¬ 
ducts they arc not taken into account. 1'he 
variations on account of this price dif¬ 
ferences arc assumed to be negligible. The 
price indices are given in Statcmcnt-2. 

Though the output of the industry can be 
revalued through the wholesale price in¬ 
dex/GUP deflator, the valuation of the im¬ 
ports need to be made on the basis of the 
import prices of the respective commodities. 
The unit value index of imports, Ls, therefore, 
considered fpr the purpose. In respect of 
some commodities, like sugar, textiles, basic 
metals, chemicals, and paper, the unit value 
index is available for each commodity 
covered under different groups. As such, a 
weighted index of the commodities is 
estimated, weights being represented by the 
respective quantum indices. Estimated in¬ 
dices are given in Statement-2. 


Notes 

[The authors are grateful to D K Bhatia for his 
suggestions. Thanks are due to V M Salve and 
V C Joshi for their computational assistance 
An earlier version of the paper was presented 
at the Fifteenth General Conference of Indian 
Association for Research in National Income 
and Wealth, held at New Delhi during 
November 1985.) 

1 The terms ‘structural change' and 
‘technological change’ are generally 
synonymously used. However, a distinction 
can be made between the two wherein 
technological change would be a part of 
structural change. According to Chenery 17] 
relatively stable relations in an economic or 
.social system are commonly described as its 
‘structure’. Any observed change in the com- 
po.sition of demand or relations among 
various economic aggregates can be defin¬ 
ed as a structural change. Thus structural 
change can be decomposed into changes due 
to technology and changes due to final de¬ 
mand [R Slaglin and H Wessels (21)]. 

2 For a detailed discussion, see Venkatramaiah 
et al [28]. 

3 The relative indices are greater than or 
around 1.0. 

4 Venkatramaiah |28| (p 92). 

5 Changes in sectoral gioss output are not 
presented here. 

6 Venkatramaiah et al [28], observed that with 
the increasing time gap between two tables, 
the contribution to total change by 
technology increases. 

7 The electricity industry though covered in the 
WPl is not included in 14 sectors as it is in¬ 
cluded in the group electricity, gas and water 
laqrply for which GDP deflator is used. 


8 Alternatively, a composite price index ^ay 
be ^maled by making use of the whol^e 
price index of the commodities that go into 
different service sectors. 
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Acquisition and Development of Technology 

Some Issues 

Ashok Parthasarathi 

In many sectors of industry, including those involving sophisticated technology, we now know what it takes 
to bring about successful generation and commercialisation of indigenously- developed technology. There is, in 
other words, a technology of technology transfer, calling for specialised analytical,-managerial, and behavioural 
skills on the part of planners and policy makers and technology generators and utilisers. 


TECHNOLOGY, in the sense of knowledge 
ofganised to do a task, has always played a 
major role in economic and social activity. 
Indeed the material levels of living, the 
character of social and cultural life, and the 
security of societies have always been closely 
related to the technologies they used. But the 
occurrence of the industrial revolution first 
in Britain, its spread to other parts of 
Europe, and then to the US, Japan and the 
USSR, led to technology coming to occupy 
centre stage in the development of nations. 

It was not surprising therefore that the 
technological backwardness in which col¬ 
onial rule had consciously kept what are 
today called the developing countries, should 
have been a key concern, if not obsession, 
of the leaders of the independence move¬ 
ments of our countries. Whethei -it was 
Soekarno, Nehru or Mao, Nkrumah or 
Nasser, they ail voiced their concern for 
rapid technological advancement of their 
countries as one of the cornerstones of both 
the Tight for freedom and of the nation¬ 
building task thereafter. 

Underlying this view was the conviction, 
based to some extent on history, that what 
distinguished a poor country from a rich 
one. a strong country from a weak one, was 
‘modern’ technology. At the same time, there 
was the associated stream of historical 
analysis of how dominantly agrarian 
societies transformed themselves into in¬ 
dustrial societies, from societies based on 
subsistence agriculture to high productivity 
agriculture, all of which led to the spotlight 
being put on industrialisation. The combina¬ 
tion of these two streams of appreciation led 
to focusing oit industrial tcshnology in the 
economic development,of the newly inde¬ 
pendent, poor countries of the world. Con¬ 
sequently from the, time they came to acquire 
political independence (1940s for the first 
group, 1950s for the second and the 1960s 
for most of the rest) the poor countries of 
Asia and Africa set out to industrialise 
themselves drawing up industrial techno¬ 
logies from the highly industrialised and rich 
countries. 

In this country, this recognition of the role 
of technology in development and the com¬ 
mitment to its acquisition, development and 
use; was first enunciated, and has since been 
enshrined, in the Scientific Policy Resolu¬ 
tion (SPR) of 1958. The SPR, drafted ^ 
Nehru and approved by parliament states in 
its opening paragraph: 

The key td national prosperity, apart from 

the spirit of the people, lies, in the modem 

age, in the effective combination of three 


factors—technology, raw materials and 
capital! of which the first’is perhaps the most 
important, since the creation and adoption 
of new scientific techniques can, in fact, 
make up for deficiency in natural resources, 
and reduce the demands on capital (emphasis 
added). 

More recently, in 1983. the government has 
enunciated a Technology Policy Statement 
which deal with technology very 
comprehensively. 

Early Years 

The international climate at the time, viz, 
the 195()s when the first group of develop¬ 
ing countries (Indonesia, India, China, 
Egypt), launched on 'The Great Ascent’ to 
improve the levels of living of their people, 
was one in which the highly industrialised 
countries started providing developing coun¬ 
tries what has since come to be called 
‘economic aid’ and ‘technical assistance’. 
With economists calling for such ‘transfer 
of resources’ from the rich to the poor, the 
process of acquisition of industrial techno¬ 
logy also came to be called ‘transfer of 
technology’. However, as we. shall sec later, 
this terminology was misleading if not 
actually incorrect. 

With the developing countries having lit¬ 
tle or no industrial infrastructure, let alone 
industrial productive capacity, the first 
‘transfers of technology’ took the form of 
the supply of complete factories and indus¬ 
trial plants by a ‘northern’ country to a 
‘southern’ country. The actual actors invol¬ 
ved in the process of ‘transfer’ at the work¬ 
ing level were a commercial enterprise in a 
highly industrihlised country and a commer¬ 
cial enterprise in a developing country. 
Typically, a cement plant or a chemical plant 
was titmsferred by the supplier sending the 
production equipment to the developing 
country, installing and commissioning it, 
training technical personnel of the purchaser 
to operate and maintain the plant. The skill 
formation component was realised b)' sup¬ 
plying the requisite knowledge thibugh 
technical documents (often called ‘know¬ 
how’) and through ‘hands-on’ training, both 
at the supplier’s own plant and at the pur¬ 
chaser’s new plant (oftra called ‘show-how’). 
However, in some casn local skills to even 
operate and maintain the plant were not 
available, in gither the requisite quantity or 
quality. In such cases, the supplier’s techpical 
personnel themselves operated and main- 
tainedthe plant for quite some time, before 
local technical personnel were able to ‘take 


over’ the plant. Such transfers came to be 
called ‘turn-key’ transfers of technology, as 
the supposition was that all that the pur¬ 
chaser had to do was to “turn the key’’ and 
the plant would start and operate: he had 
very little to do himself except provide local 
logistical and infrastructural support. All the 
early mining, power, steel and chemical 
plants in this country which came up dur¬ 
ing the late 50s and till the mid 60s were set 
up with ‘technology transfer’ undertaken on 
this basis. The same was the case in other 
large developing countries like China, 
Indonesia or Egypt. 

As experience was gained with operating 
and maintaining industrial plants, as wc 
built up our secondary and tertiary educa¬ 
tion systems and started producing person¬ 
nel with knowledge of modern S and T, and 
getting those personnel trained in the plants 
of the turn-k^/near turn-key plant suppliers 
(in both OECD and COMECON countries), 
as the network of R and D laboratories and 
engineering design companies which we were 
fortunate to have set up through the vision 
of Jawaharlal Nehru came up, and, above 
all, as we built up our capital goods produc¬ 
ing industries, we came to appreciate several 
technical and commercial realities of 
industrial technology. 

On the one hand, we came to realise that, 
in the modem age, technologies were con¬ 
sciously generated through: 

a) organised R and O and design 
engineering 

b) innovations made in the course of the 
production process itself. 

The first is often referred to as ‘Technology 
from Science’, and the second, ‘Technology 
from Technology’. However, in cither case 
the generation of the technology was under¬ 
taken largely, commercially, through the 
investment of economic resources by the 
technology supplying companies. Gradually, 
it also became clear that the governments 
of the technology supplying companies were 
also playing a large part in the technology 
generation and utilisation process through 
a number of mechanisms from direct finan¬ 
cing of enterprises, to assured purchases of 
the final product, to protection from foreign 
competition, etc This appreciation led to the 
recognition that, technologies in general, and 
industrial technologies in particular, con¬ 
stituted commercial commodities carrying 
costs and prices. So, their supply by one 
party to another constituted a commercial 
tran.saction. Hence one should really speak 
of ‘technology transactions’ rather than of 
‘technology transfers’. There are no ‘free 
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lunches’ in the realm of technology any more 
than in any other area of commerce 

This in turn led to a recognition that there 
was an international market for technology 
like for any other transacted commodity, 
with its own dynamics of supply and de- 
mand. However, this market, the experience 
of many developing countries indicated, dif¬ 
fered significantly from the market for say 
agricultural commodities, minerals manu¬ 
factured products, or capital goods; indeed 
it was unique in many ways. 

Firstly, there were no standard prices for 
know-how packages unlike for say cement 
or tractors. Therefore; it is a market in which 
prices depend much more heavily on the 
degree of competition that was available or 
could be generated by a buyer, than in the 
case of goods, e g, consumer goods or 
capital goods. 

Secondly, that information of all types on 
the number and quality of alternative sup¬ 
pliers, on their respective financial position 
at the time a technology purchase was being 
contemplated, of their track record of per¬ 
formance in similar technology tran.sactions 
in other countries or with other buyers in 
the past—had a profound effect on the 
buyer’s options, on his negotiating leverage 
and on the price and other terms of the final 
technology purchases but that such infor¬ 
mation was ectremely hard to come by, in¬ 
deed was kept as secret as possible by the 
technology seller. 

Thirdly, that sellers tried to impose 
numerous restrictive .conditions in the 
agreements governing technology transac¬ 
tions; restrictions relating to the buyer pur¬ 
chasing capital goods or components and 
parts only from/through the seller, which 
normally meant the seller charging much 
more than the open market price for these; 
restrictions on exports, restrictions by way 
of demanding a minimum quantum of pay¬ 
ments irre-spective of the volume of produc¬ 
tion by the buyer; restrictions on the buyer 
modifying or even improving the technology 
purchased. There were, in addition, many 
restrictive provisions relating to taxation, 
rights and obligations of the buyer, laws and 
adjudicatory bodies under which di.sputes 
between buyer and seller would be settled, 
etc. 

Founhly, buyers also found that the sellers 
often palmed off on them obsolete techno¬ 
logies which the seller himself was in the pro¬ 
cess of discontinuing use of in his own plant, 
because he had developed a newer, more efTi- 
cient technology. This resulted in the cost, 
quality and other characteristics of the pro¬ 
duct produced by the buyer being worse than 
those of the seller, right from the time the 
technology was purchased. Apart from being 
deleterious to the domestic economy of the 
btiver, this obsolescence tended to build non- 
competitiveness in the international market 
lino the production structure of the buyer 
right from the beginning, thereby affecting 
the export performance of developing 
countries. 

All these the developing countries—both 
our governments and our enterprises— 
found were loaded against them, due to the 


‘gradient’ of knowledge and practical in¬ 
dustrial a^erience in allied technologies or 
areas of industry; ‘gradient’ of experience 
in negotiating agreements for technology 
purchare and the ‘gradient’ of economic and 
political power not only of the technology 
selling enterprises, but of the governments 
of the countries to which those sellers 
belonged, whether these were of the OECD 
or of the COMECON. 

By around 1970, i e, after about 15 years 
of experience of the process by developing 
countries like India, Egypt, Indonesia and 
Mexico which were the first to launch 
economic development in general and indus¬ 
trialisation in particular, a major new dimen¬ 
sion of technology transactions became in¬ 
creasingly clear. This was the role of TVans 
National Corporations (TNCs) in these tran¬ 
sactions. The setting up by TNCs of wholly 
owned subsidiaries in many developing 
countries, and joint ventures with local firms 
in other cases, injected the element of owner¬ 
ship by foreign entities of the plants in which 
the transferred technology was being put to 
u.se. What is more, increasingly those plants 
were being pulled into a glob^ network of 
subsidiaries of the so-called mother com¬ 
pany of the TNC headquartered in a highly 
industrialised country. As a result, the plant 
in the developing country began to be con¬ 
trolled extra-territorially, bringing back all 
the exploitative relationships of foreign com¬ 
panies in colonial times. With this globalisa¬ 
tion of industry, came the phenomenon of 
transfer pricing between constituent units of 
the same TNC whether these be wholly 
owned subsidiaries or joint ventures, thereby 
greatly increasing the costs of technology 
purchases to the developing countries. This 
added yet another dimension to the critical 
issue of costs of technology purchase, viz, 
the dimension of developing country govern¬ 
ments having to pay what are essentially 
intra-firm payments, without the legitimacy 
and appropriateness of those payments 
beyig assessable or testable against any com¬ 
peting prices. 

Finally, there was the high cost of inter¬ 
national technology transactions to the 
developing country buyers. A study under¬ 
taken in 1970 by UNCTAD (a specialised 
agency of the UN) indicated that in the year 
1968 alone, the developing countries had 
made identifiable and measurable pay¬ 
ments—and that too in precious foreign 
exchange—of $ 1.8 billion for their foreign 
technology purchases. Incidentally the figure 
had gone up to S 9 billion per year by 1980 
and was estimated to be around $ 13 billion 
in 1985. The 1980 figure constituted 5 per 
cent of the total export earnings of non- 
OPEC developing countries, while the 
percentage had become 7 per cent In 1985. 
However, even these large amounts did not 
capture all forms of technology payments. 
For example, the data in regard to payments 
for components and parts, and primary and 
intermediate materials above their ‘fair’ 
competitive market price, were known to be 
substantial, but data identification and 
collection limitations prevented their 
quantification. 


As a result of rising—if slowly—these 
chaiactHistics of international technology 
transactions, developing countries came to 
recognise that such.transactions had vary¬ 
ing degrees of technological dependence 
built into them. This realisation, in turn, led 
to a concern for acquiring at least some 
degree of technologicsd self reliance. 

How does one acquire such technological 
self reliance? By the early 1970s studies and 
actual experience of the content of 
technology transferred revealed that in¬ 
dustrial technology was not a black box; that 
it had a structure with a number of consti¬ 
tuent elements, the most important of which 
were: 

(a) Documented Knowledge (DK) 

(b) SkiUs (S) 

(c) Hardware/Machinery (H) 

Experience showed that technology was 

partly disembodied (DK), partly embodied 
in hardware (H), i e, machinery or capital 
goods, and partly embodied in human 
skills (S). While DK, often loosely termed 
know- how, was often regarded as the ‘core’ 
of the technology, operationally it wa.s 
meaningless to speak of transfer of techno¬ 
logy without dealing with the other two 
main elements viz, H and S. The relative 
contributions of these three components 
varied widely from technology to technology, 
i e, from production process to production 
process. They also varied in the same pro¬ 
duction process over time, due both to the 
demands of the market and to the relative 
costs of labour and capital. 

Dependence and Self-Reliance* 

If we use the subscript d for domestic and 
i for imported/foreign, the matrix of the 
possible situations is the following one: 

(a) S, DK| H, : Foreign specialists apply a 

foreign invented tech¬ 
nology and operate im¬ 
ported equipment (Turn¬ 
key Plant). 

(b) DK. H.: Ix)cal manpower works 

with foreign know-how, 
using imported 

equipment. 

(c) DKj H, ; Equipment has been im¬ 

ported for domestically 
developed know-how put 
into operational u.se by 
local manpower. 

(d) S., DK. H., Using foreign know-how, 

local manpower under¬ 
takes production using 
locally produced 
equipment. 

(e) Sj DK^ Hj; All three elements are 

local. 

From the viewpoint of the degree of 
technological dependence, or contrary-wise, 
self-reliance, involved in the particular 
tirehnology transaction, case (a) is obviously 
one of total technological dependence while 
case (e) is one of total ielf-reliance, while the 

* This and the next section draw heavily on a 

paper 1^ Ignacy Sachs, Economic and 

Political Weekly, Vol V, Nos 29-31, Special 

Number, July 1970. 
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interwning cases reflect varying degrees amd 
forms of technological de^ndence. 

This and themat section draw heavily on 
a paper by Ignacy Sachs. Economic and 
Political Weekly, Vol V, Nos 29-31, Special 
Number. July 1970. 

Such a matrix can be used to analyse the 
degree of technological dependence of a 
country in many ways and from different 
perspectives: 

(i) as a ‘snap shot* of the state of 
technology in different sectors of in¬ 
dustry at a given point of time. 

(ii) as a dynamic flow chart of the way in 
which the technological level/status of 
the industrial economy as a whole has 
evolved over time—case (a) being the 
point of departure at time t, in the 
past and the subsequent cases the status 
at later points of time. 

(iii) as a dynamic flow chart of a sector of 
the industrial economy evolving over 
time. 

(iv) both a snap shot and a dynamic flow 
chart of a particular company or 
organisation. 

The matrix does not imply, however, that 
reaching DK^ in all sectors of the in¬ 
dustrial economy and/or in all enterprises 
in a particular sector, should necessarily be 
the goal of either technological development 
strategy or economic development strategy. 
The planner, whether at the national or 
macro level or the company or micro level, 
has considerable freedom of choice. In many 
lines of production, the planner might opt 
for case (a), as a long-term solution. But in 
others he would feel the need or compulsion 
to opt for case (e). In such cases, he would 
need to decide which of (b), (c) or (d) is the 
appropriate initial goal to strive for, which 
one would be the next goal and so on. In 
other words, what the exact route should be 
to go from state (a) to state (e) in that par¬ 
ticular technology. 

NEED FOR Strategies for 
Technological development-not 
MERE Transfers 

This analytical framework' came to be in¬ 
creasingly widely elaborated in the early 
1970s as a result of -several studies by 
UNCTAD, and by radical economists and 
S and T policy analysts, particularly in Latin 
America, in this country and in some S and 
T policy research institutes in the UK. As 
knowledge of it diffused through the 
developing countries, the United Nations 
system, and some of the more liberal indus¬ 
trialised countries, it became clear that 
technology transactions or transfer was only 
one component of the much larger issue of 
strategies and policies for technological 
development of the developing countries. 
Such a strategy needed to spell out fairly 
precisely, priorities—at the natipnal, sector^ 
and enterprises levels—the paths or routes 
to be followed for the technological develop¬ 
ment process, the organisational and mana¬ 
gerial structures needed to deal with S, DK 
and H, and, most importantly, to inter-link 
them, and the time scheduling of the opera¬ 
tions. Of course, this task had to be under¬ 


taken taking into account the diaracter and 
goab of the overall industrial strategy of the 
developing country concerned, on the one 
hand, and on the other hand, one had to 
take into account the capacity of the systems 
in'the country responsible for generating or 
producing S. DK and H. These were: 

For S: The educational system 

DK : The R and D laboratory and engi¬ 
neering design company or design bureau 
systems 

and H : The industrial or more especially 
the machinery manufacturing or capital 
goods, producing system. 

If technological dependence is to be 
minimised if not avoided, as an integral ob¬ 
jective of a strategy of technological develop¬ 
ment, and if self-reliance is to be advanced, 
it is extremely important to recognise, that 
an imported DK may serve as an input, both 
for production and for R and D. Of course, 
in the former case it is immediately used in 
the production process, whereas in the latter 
case, it is used as a base for improved/new 
technology through scientific research in a 
laboratory or engineering research design 
bureau. If we keep in mind this double func¬ 
tion of the DK acquired as part of imported 
technology, the transfer proce.ss can be made 
to take one of the following four forms, 
through conscious policy decisions and 
actions (Annexure I). 

(1) Adaptive TVansfer; (2) Full TVEnsfer; 
(3) Full Adaptive Transfer and (4) Pseudo- 
TVansfer 

If we recall the experience of most deve¬ 
loping countries on international xctmology 
transactions discussed earlier, it will be seen 
that pseudo-transfers are likely to constitute 
the bulk of such transaction, if the transac¬ 
tions are left to enterprise-to-enlcrprise deci¬ 
sions and actions, without the intervention 
by a state which has a defined technology 
development and utilisation strategy. It is 
certainly the case of transactions between the 
principal of a TNC belonging to a highly 
industrialised country, and its subsidiary/ 
affiliated company in a developing country. 
Under this type of transfer, an echo princi¬ 
ple operates in regard to technology imports 
i c, every so many years, say five years or 
eight years, .it becomes necessary for the 
technolpgy buyer in the developing country 
to purchase the up-dated or new version of 
the original technology in order to renovate 
or upgrade its own technology. 

In the short run, pseudo-transfers are the 
easiest to work out. They also create the 
comfortable feeling that one is getting ac¬ 
cess to “the latest technology”. But, they 
ignore the specific conditions of the impor¬ 
ting developing country, Furthermore, they 
perpetuate a situation of complete techno¬ 
logical dependence, not to speak of the 
burden which the payments for technology 
under such forms of transfer place on the 
country’s foreign exchange resources. 

Using the above categories, it is easy to 
construct a scale of preference for the ip^es 
of acquiring technologies and inducting 
them into the production system: 

Autonomous effort, i e, domestic techno¬ 
logy generation 


Pull adaptive transfer; Full transfer; 
Adaptive transfer and Pseudo-transfer 
However, in actual practice, no developing 
country is in a position even today to mount 
an R and D effort of such scale, quality and 
speed as to be able to generate all the 
technologies it needs, even on a secondary, 
i e, adaptive basts, let alone on a primary, 
i e, autonomous basis. Nor, perhaps, would 
it be desirable, whether for the technological 
development of the country, for its industrial 
development or for Us overall economic 
development. Therefore, all the five modes— 
including the pseudo-transfer model—will 
have to be employed. What is crucial is; 

(i) to be aware of these different modes, 
not only at the national planning/policy 
making level, but at the sectoral level, at the 
enterprise level, and at the user level. 

(ii) to recognise that there are different 
types and magnitude of costs and benefits 
in each of these modes—technical (c) and 
(b), financial (c) and (b) and political (c) and 
(b). 

(iii) to develop—at the sectoral, enterprise 
and specific product levels—criteria choice 
between these modes for ‘feeding’ a parti¬ 
cular production mission with the technology 
it needs. 

If we were to take this analysis one stage 
further in terms of operationalisation, the 
central issues of policy making for design¬ 
ing an integrated strategy for self-reliant 
technological development, would be; 

(a) what criteria to apply to decide which 
technology should be imported and which 
should be generated at home. 

(b) how to build up the three systems, viz, 
educational, R and D and design engineer¬ 
ing and capital goods production, and inter¬ 
connect them in such ways that technologies 
(involving all three elements S, DK and H) 
chosen to be generated at home, arc in fact 
so generated, in defined time frames, and 
with high probabilities of technical and 
economic success. 

(c) in thoK cases where it is decided to im¬ 
port the technology, how to integrate that 
imported technology into the domestic S and 
T sytem, so that the domestic technological 
capacity is strengthened, and not only subse¬ 
quent import of similar technology is ob¬ 
viated, but locally generated equivalents, if 
not superiors, generated and utilised. 

As in many other areas of development 
and nation building in the developing cov^- 
tries of today, there arc many roads to Mr- 
vana. However, there is also' the eight'fold 
path of the Buddha, which has pro/en its 
efficacy in the case of many of the in¬ 
dustrially more advanced developing coun¬ 
tries like ours. The core ingredients of the 
recipe are: ' 

(i) setting up a policy-making aM implemen¬ 
ting agency which should! on the one 
hand, frame a strategy appropriate to the 
country/scctor concerned; pn the second 
hand control the actual 'purchases of 
foreign technology, includ^g the screew 
ing of large projects, from the viewpois 
of the choice of technology source of pu 
chase and negotiating support, and on tht 
third hand develop, throu^ planned fun- 
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ding, indigenous know-how generation, 
and the linking of that know-how to the 
S and H elements, promote the putting 
together of the indigenous technology 
package, and get into commercial produc¬ 
tion, all with the close involvement of the 
customer or user. 

(ii) building up, under the auspices of such an 
agency, a strong industrial information 
system, able to provide public and private 
companies in the production system of the 
economy, with independent knowledge on 
sources of DKH and H—and in some case 
also S, both abroad—and within the coun¬ 
try, thus strengthening the bargaining 
power of the technology purchasers. 

(iii) Setting up engineering design and con¬ 
sultancy organisations, particularly in sec¬ 
tors like stMl, petroleum, chemicals which 
are process based industries, which organi¬ 
sations can help to define the plant and 
equipment design and engineering ele¬ 
ments of the total technology package, and 
use that definition to (a) ‘unpackage’ 
foreign technology packages and (b) 
‘package’ domestic laboratory scale pro¬ 
cess know-how into complete industrial 
projects. 

(iv) R and D laboratories performing a four¬ 
fold function- 

providing specialised advanced train¬ 
ing to S and T personnel coming out of 
the higher education system. 

doing applied research, oriented at 
developing laboratory-scale know-how. 

assisting the policy-making agency and 
the enterprises in identifying, selecting 
and negotiating wfth foreign technology 
suppliers to effect the purchase in the 
most ’un packaged’ form possible 
and thereafter, participating, with the 
technology importing enterprise, in the 
absorption adaptation and further 
development of the imported DKG— 
documented know-how. 

Domestic Technology Generation 

AND COMMERCIALISATION 

I would now like to turn to consider, in 
some depth, the process of domestic genera¬ 
tion of technology and its commercialisa¬ 
tion. As touched upon earlier, the commit¬ 
ment of Jawaharlai Nehru to science and 
scientific thinking led to the building up, 
from the very early years after Independence, 
of a capacity for what was termed over the 
period 1947-1967, scientific and technical 
research. This capacity took the form of set¬ 
ting up a number of research laboratories 
under the CSIR as far as general economy, 
particularly the industrial sector of the 
economy was concerned. These laboratories 
were organised on the basis of scientific 
discipline e g, the NPL or the NCL, on the 
basis of sectors of industry e g, drugs, elec¬ 
tronics or aeronautics and on the basis of 
addressing the needs of a particular region 
, e g, the Regional Research Laboratories, at 
^Hyderabad, Jammu and Jorhat. This thrust 
^as paralleled with the build up of a similar 
astitutional infrastructure under the defence 
and D organisation i e, a set of discipline/ 
;«ector-based laboratories. However, a rather 
different structure was set up in the area of 


atomic energy viz, one major R and D cen¬ 
tre^ but encompassing practicily all the areas 
of science and engineering from biology to 
physics and metallurgical engineering to 
electronic engineering. I refer, of course, to 
what we now know as the BARC. 

The research laboratories of the CSIR and 
to a lesser extent of the DRDO were original¬ 
ly set up on the premise that the mere 
assemblage of scientists in laboratories and 
‘letting them loose’ to do research on scien¬ 
tific problems of their interest and choice 
would ‘automatically’ result Iq contributing 
to the industrialisation of the country, or to 
its defence preparedness. Reference was 
often made in this connection to the state¬ 
ment in the Scientific Policy Resolution of 
1958 of how new scientific techniques could 
make up for deficiencies in natural resources 
and reduce the demand for capital—an ob¬ 
jective of particular importance in a coun¬ 
try like ours which was short of capital. 
However, hardly any attention was focused 
on quoting the SPR fully and correctly in 
this important respect. What the SPR (now 
almost 30 years old) had stated was; 
the creation and adoption of new scientific 
techniques can, in fact, make up for a defi¬ 
ciency in natural resources, and reduce the 
demands on capital [emphasis added]. 

The critical importance of ensuring adop¬ 
tion of the results of R and D was given 
hardly any intellectual attention, let alone 
governm ntal action. As a result, the 
building up of the industrial capacity of the 
country ' -oceeded in the period 1955-1970 
almost t .ally on the basis of imported 
technolo; v, while the scientific research 
capacity ^ as built up largely independently 
of the nation’s industrialisation effort i e, the 
pseudo transfers discussed earlier. What is 
more, since the laboratories of the CSIR and 
the DRDO were staffed at their inception 
from the only pool of scientific personnel 
available viz, the universities, the labora¬ 
tories tended to have far closer interactions 
with the universities than with industry. 

Between 1950 and 1970, the nation had 
invested some Rs 150 crore in the CSIR 
laboratories and between 1959 and 1970 
some Rs 60 crore had been invested in the 
DRDO laboratories and questions were 
rightly being raised as to what tangible 
economic returns the nation had secured 
from this investment. Incidentally, invest¬ 
ment in CSIR labs 1970-1985 has bwn a fur¬ 
ther Rs 1,000 crore and in DRDO, a further 
Rs 1,300 crore. The ensuing debate shifted 
the focus for the first time from science and 
kientifle research to technology and techno¬ 
logical innovation as the key issue, even as 
far as the domestic R and D system was 
concerned. 

Ibchnological innovation may be describ¬ 
ed as the process by which knowledge on 
how to produce a product not available in 
a given market, or how to improve the per¬ 
formance of an existing product, reduce its 
cost, or market and distribute the product 
more efficiently, is made a reality. The pro¬ 
cess of technological innovation can be 
visualised conceptually in terms of a chain 
made up of a number of links. This is shown 


in Annexure II. 

If we examine this model closely we will 
see that it has been so structured as to enable 
each activity in the chain to be associated 
with (a) the kinds of manpower needed to 
undertake it (b) the goals such manpower is 
expected to work towards, and (c) the institu¬ 
tional setting in which the work is to be 
carried out. 

-Part A covers basic research, undertaken 
usually in academic institutions and, to some 
extent, in government laboratories, by sden- 
tifle staff who are leaders in some specialised 
field, and aimed, not at making any parti¬ 
cular invention, but at the advancement of 
basic scientific knowledge. Part B spans the 
gap between basic research and engineering 
design, which we often call Development in 
the R and D sense. The kind of personnel 
required here are largely those with scien¬ 
tific backgrounds acquired from partici¬ 
pating in A. However, and this is important, 
it also includes some engineers. The activi¬ 
ty undertaken is often as complex as that 
tackled in part A but is more directed at pro¬ 
ducing a new product or process in a defined 
time frame. Part C is a stage manned almost 
completely by engineers whose sole aim is 
to get products and processes ‘ready’ for pro¬ 
duction. The final part D deals with the 
(supposedly) well understood activity of in¬ 
dustrial production, marketing, sales and 
after-sales service. 

We can draw several important deductions 
from such an innovation chain, relevant to 
policy-making: 

(1) Innovation is inextricably concerned 
with interfaces—technical interfaces, econo¬ 
mic interfaces, institutional and behavioural 
interfaces—and it is on the identiHcation of 
such interfaces and on ensuring smooth and 
effective flow of information and action 
across each of them, that successful innova¬ 
tion largely depends (see Annexure III). 

(2) The fact that administrative control 
over each section in the chain frequently lies 
in the hands of different organisations, 
makes such interfaces often ‘no-man’s lands’. 
This requires that, at least in the early stages 
of the development of an industry, the in¬ 
novation process as a whole must be con¬ 
ceived, planned and executed by a single 
over-riding managerial authority. 

(3) The activities in the chain are, by and 
large, sequential in occurrence. But, and this 
is an important proviso, the activities also 
overlap considerably on all the counts men¬ 
tioned earlier. They also overlap in terms of 
time. This provides some scope for under¬ 
taking activities in parallel, thereby shorten¬ 
ing the total innovation lead time. 

(4) Each activity will take a certain 
minimum amount of time, no matter how 
large an investment in humanpower and 
money is made on it. Therefore, the time- 
pha.sing of the various activities in the chain 
plays a crucial role in ensuring that the 
innovation is successful. 

(5) There is a resource threshold in terms 
of annual outlay on people, equipment and 
material for each segment of the chain which 
must be crossed if the project js to move to 
the next segment in any finite time interval. 
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Annexure I 


Annexure II 


Forms of TecHNOuxiv Transfer/Transaction 
(1) Adaptive Thinker: Foreign Ifechnology (IT) snp-. 
piled in year I, is adapted fay a domestic technological 
and scientific capacity (ITTSE) before going into pro¬ 
duction (P) in year 2 


ears 

1 

2 

3 


n 

(2) Full Ttan^er : Ifechnotogy it purchased in year I, 
is simultaneously used in production, and made the 
subject of domestic R and D and engineering design, 
in year ‘N’, when the technology has to be renovated/ 
upgraded, the domestic TSC will be able to deliver 
the renovated or so-called “next generation" 
technology. 



h 

(Next Generation Product) 



The Innovation Chain 
Research through development to use 


This is the area where g 
close attention by 
policy management ~ 
first appears 

E 


base Description of Activity 

1 Scientific principle, invention 
or discovery of a new 
phenomenon 

2 Preliminary measurement 
and analysis 

3 Basic research necessary to" 
get an understanding of the 
phenomenon 

'A Construction of first 
workable model with ap¬ 
plication in mind 

5 Development of prototype 
for demonstration 

6 Demonstration and evalua¬ 
tion to assess value for 
production 

7 Engineering design of pro- 
ducti- n models 

8 Tc' Jling and manufacture 

9 Inspection, quality control, 
and testing 

10 Marketing and acceptance by 
the public buyer 


Nature of Aein it) 

A Pure research with¬ 
out industrial motive 


B Applied research 
where scientific staff 
trained in A are 
required 


C Development by 
engineers with pro¬ 
duction in mind 


D Manufacture, 
marketing and use 


(3) Full Adaptive Thinsfer. This is a combination 
of (I) and (2) 



(4) Iheudo THmsfer. In this case, imported 
technology. (IT) functions only as an input in to pro - 
duction, with no repurcussions whatsoever on DTSC. 
Strictly speaking, such an “envapsulated form” of use 
of imported technology, docs not constitute a transfer 
at all. Its spill-over effects are minimal; domestic skill¬ 
ed personnel perform a passive role. 



Annexure III 

LtNKACES Needed for R and D Unit 
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Annexufe IV 

Typical Distribution of Costs in Successful Pboduct Innovations 


Research: 

advanced develoimtent 
basic invcnilon 

Engifimin|[ and 
designing the 
product 

IboUng 

maatifaciuring 

engjncerinf 

(getting ready for 

manufacture) 

Manufacturing 

start -up expenses 

Marketing, 
start-up expenses 


10 25% J 


( 


Per cent 0 10 20 


30 


(6) The magnitude of such critical or 
threshold level of resources required to com¬ 
plete each activity is far from uniform across 
the chain. However, in general it^increases 
as one moves towards the final stages of the 
chain. 

(7) While the ratio between resource re¬ 
quirements for various stages in the chain 
will vary from product to product, studies 
have shown that, in a majority of cases the 
distribution of costs across the chain is 
typically as in Annexure IV. 

(8) The kinds of skills and aptitudes 
which the manpower deployed in each of 
these stages need to have, vary considerably, 
particularly in regard to specialisation. The 
development of humanpower must therefore 
be undertaken keeping in mind the nature 
of the activity which each type of profes¬ 
sional is to be deployed on. 

Once the concept of the innovation chain 
came to be accepted in the early 70s, its in¬ 
herent characteristics, were recognised, and 
the implications for technology policy 
perceived, it became relatively easy to see 
why the efforts of most CSIR and ORDO 
laboratories over the previous decade on an 
activity loosely called R and D were not 
producing results in terms of industrial 
technology, and production, anywhere near 
imported technology. 

First, while the innovation chain as a 
concept was known to policy makers in a 
theoretical way, no attempt had been made 
to use it in real life decision-making uptil 
then. Moreover, at thc'opcrational level of 
managers in industry and project leaders in 
R and D laboratories, there was tack of 
awareness of even the existence of such a 
chain. As a consequence, the fact that in¬ 
terface problems are bound to come up at 
some stage in the development of what starts 
off as an R and O project in a laboratory, 
came, time and again, to be recognised only 
when the laboratory claimed it had com¬ 
pleted its task, but no manufacturing unit 
was willing to undertake commercial produc¬ 
tion, or the customer/user denies that his 
needs have been met. 

Secondly, the features of the institutional 
structure available to us at that time for 
bringing about technological innovation, viz, 
organisation and managerial separation of 
the different institutions responsible for 
various stages in the chain, lack of the most 
rudimentary information system on needs, 
production programmes underway, develop¬ 
ment projects in progress, etc, militated 
strongly against the essential prerequisites 
for successful innovation. 

Thirdly, much of the success of techno¬ 
logical innovation and, more narrowly, of 
goal-directed R and O, depends critically on 
our having the ability to make demand 
forecasts with increasing accuracy. What is 
more, such demand assessments had to be 
reduced to product-specific terms if suc¬ 
cessful technological innovation was to be 
achieved. Such demand forecasting is dif- 
flcult, and calls for the use of sophisticated 
techniques. But the fact that, for a large part 
of the capital goods sector at least, the 
government or government companies 
were—and still are—the major buyo; should 


make things much easier. But equally impor¬ 
tant as having such a forecast at all, was its 
availability sufficiently far in advance of the 
time when the product is first needed, to 
enable not merely R and D but also the re¬ 
maining stages ih the chain to be undertaken 
in time. In short, the need for planning. 

Fourthly, most industrial units, and 
almost all R and D laboratories, were ex¬ 
tremely weak in production engineering 
capacity, and indeed persons trained in the 
design, development and engineering of pro¬ 
duction machinery, jigs, tools and fixtures 
were woefully small in number. This proved 
to be a major bottleneck in ensuring that 
process know-how or product design, once 
proven on the laboratory scale i e, brought 
upto stage 6 in the innovation chain, was 
carried forward to the next two stages, viz, 
engineering of production prototypes and 
designing and fabricating of equipment 
enabling volume production. 

Fifthly, the very fact that the overwhelm¬ 
ing bulk of our industrial production in 1970 
was based on imported technology had 
prevented manufacturers from having to face 
the difficulties of true technological 
innovation. 

As we saw earlier, under a foreign licence 
or technology import/agreement, the licen¬ 
sor usually provides the following inputs: 

(a) the complement of production equip¬ 
ment needed for the production process. 

(b) detailed plant layout and either written 
instructions or its own personnel for in¬ 
stalling and commissioning production 
machinery. 

(c) details of production process, with blue¬ 
prints, production drawings, testing and 
approving procedures. 

(d) bill of materials for the products covered 
by the licence. 

(e) training at their plant of our staff who 
are to supervise produption and the 
testing and control of quality, volume, 
etc. 

(0 training of workers for various opera¬ 
tions through the deputation of one of 
their plant supervisors or equivalent pro¬ 
duction operatives to this country; and 
(g) consultancy services to overcome teeth¬ 
ing troubles. 

These inputs correspond only to those 
related to stages 8. 9 and 10 of the innova¬ 
tion chain (Annexure IV). However, this does 
not mean, of ceArse, that the licensor did 


not himself go through earlier stages In tbe 
chain, particularly from 4 onwards. But that 
experience is never communicated in the 
transfer process, even implicitly. Conse¬ 
quently, when presented with domestic 
‘know-how’ which has only come as far as 
stage 5 or 6 the local manufaaurer is reluc¬ 
tant to commit the personnel, money and 
intellectual and managerial effort needed for 
him to learn how these stages are perform¬ 
ed. This is particularly so when he is sure 
that he can continue to rely on ‘packaged’ 
technology from abroad on a continuing 
basis, i e, through what we have earlier called 
“pseudo-transfers”. 

Over the last 15 years, i e, since 1970, 
awareness and understanding of these 
realities of the innovation chain have been 
steadily diffusing more and more extensively 
into most of our R aijd D agencies, our 
manufacturing companies and among major 
customer groups including user agencies in 
government. The DRDO today is very dif¬ 
ferent indeed from what it was in 1970 in 
terms of planning for and realising suc¬ 
cessful technology transfer and commer¬ 
cialisation of a range of military systems and 
equipment. 

This has certainly been so across a wide 
front in professional electronics. The depart¬ 
ment of space has built such thinking, plan¬ 
ning and action into its R and D centres right 
from the inception of the department in 
1972. This is also the case with the depart¬ 
ment of atomic energy and its domestic 
technology generation and commercialisa¬ 
tion or utilisation activities, and with several 
CSIR laboratories. 

To cite a few specific examples of suc¬ 
cessful domestic technological innovation: 

As for DRDO, I would cite the Mountain 
Gun, the FSAPDS ammunition. Low Level 
Radars, the APSOH Sonar, as examples of 
major technologies which have been suc¬ 
cessfully developed, put through the innova¬ 
tion chain and in various stages of regular 
production already, or in the next 2-3 years, 
at levels ranging from several tens of crores 
to several hundreds of crores worth per year. 
What is more, the whole project or pro¬ 
gramme in these cases has been undertaken 
with considerable professionalism and con¬ 
fidence, though not without many agonis¬ 
ing moments. 

As for electronics, apart from the Low 
Levd Radars and the AI^H Sonar already 
mentioned, there are at least some 40 m^or 
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Annexure V 

Indigenously Developed Electronic Products Promoted or Financed by the Department 

oi- Electronics 


professional systems/ products in the areas 
of defence, telecommunication, TV and 
radio broadcasting, civil aviation, industrial 
electronics and control systems and com¬ 
puter-based real time systems, which are now 
in regular commercial production, based on 
domestic technology development, either 
financed by, and/or promoted, coexordina- 
ted and pushed through by the DOE over 
the last 5-6 years. If I were to cite just two 
instances, they would be the massive increase 
in national TV coverage from 30 per cent 
to 70 per cent brought about in a span of 
18 months in 1983 and 1984 under the 
special TV expansion plan, and the Pulse 
Code Modulation (PCM) multiplex equip¬ 
ment. The former involved around Rs 50 
crore worth of TV transmitters, satellite 
terminals, direct reception TV sets, studio 
equipment, etc, being designed, developed, 
prototyped, field tested, mass manufactured, 
installed and commissioned, all in 18 months 
from go. The latter is an advanced electronic 
equipment, which forms the back bone of 
the 10 year plan of converting our entire 
telecommunication network into a com¬ 
pletely digital system. Prototype developed 
by the telecommunication research centre of 
the department of telecommunications in 
1981, the PCM multiplex was successfully 
industrially engineered, batch produced, 
field tested and put into commercial produc¬ 
tion by 1984-85. It is now in volume produc¬ 
tion by five public sector companies, to meet 
the large requirement of around 20,000 nos 
needed over the Seventh Plan and around 
50,000 nos over the Eighth Plan. This 
production—of a single product—valued at 
around Rs 100 crore over the Seventh Plan 
alone, constitutes the largest production of 
any single indigenously designed telecom¬ 
munication equipment over 1985-1990. 

Many more such examples can be given. 

A representative list of indigenously 
developed and successfully commercialised 
hi-tech electronic systems and equipment, is 
given in Annexure V. These are all the results 
of R and D and engineering done over the 
period 1978-1984 and launched into com¬ 
mercial production over the last 3-5 years. 
The indigenous technology development and 
commercialisation task l^s been conceived, 
planned, in many cases financed and in all 
cases promoted, monitored and launched to 
free flow commercial production, by the 
department of electronics working closely 
with the customer(s)/user agency(s) concern¬ 
ed. As a result, out of the approx Rs 1,250 
crore of professional electronics production 
in calendar 1985, around Rs 250-300 crore 
worth consisted of products based on 
domestically developed technology, i e, 
around 20-22 per cent. The corresponding 
figures for calendar 1986 are tentatively 
.estimated to be Rs 1,800 crore and Rs 450 
crore, or about 25 per cent. Other examples 
are available in space and atomic energy and 
the laboratories of the CSIR. There are, in 
addition, many successful technological in¬ 
novations in several more conventional areas 
of industry, e g, machine tools, petroleum 
exploration and refining, chemicals and 

petrochemicals, etc. 
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(1) Mini and Main frame computers 
(TDC-312, 316 and 332), ECIL, 
Hyderabad. 

(2) Mobile and static automatic compu¬ 
terised data handling systems (ADHS) 
for the air defence network ECIL, 
Hyderabad jointly with TIFR, Bombay. 

(3) Autonomous display consoles for 
ADHS, ECIL. Hyderabad. 

(4) Systems integration of INTEGRA series 
computers, CMC, Bombay. 


Produced and supplied m large nos. 
Technology being upgraded with imported 
know-how. 

Systems field proven and large volume 
commercial production by ECIL underway. 


System developed and tested and com¬ 
mercial orders being placed by Air Force. 
Indigenous capability in system engineer¬ 
ing of computer systems for supply and 
support of larger computers, developed 
and being used. 

Know-how transferred to designated 
production company after successful 
field trials and large volume production 
underway. 

Know-how developed, commercialised 
and supplies made. 

In regular commercial production. 


Supply (meeting ICAO standards) 
completed. 

Supplies already made to OCS. 


Delhi system operational. Around Rs 40 
crore worth of orders for other 3 
metropolitan cities in hand. 

Rs 5 crore worth supplied by GCEL. 
Around Rs 100 crore worth of supplies 
to be made over remainder of Seventh 
Plan by 5 public sector companies. 
Development of this major system 
successfully completed and 4 systems 
worth Rs 20 crore .supplied/committed 
for supply. 

Development of this major system 
successfully completed and 5 systems 
worth Rs II crore supplied/committed 
for supply. 

Equipment successfully developed and 8 
radars worth Rs 3 crore supplied/com¬ 
mitted for supply. 

Equipment successfully developed and 
VORs worth Rs 1.7 crore supplied to 
civil aviation department. 

Equipment has successfully undergone 
user evaluation by director general of 
lighthouses and lightships. Know-how 
transferred to MACE, for 
manufacturing. 

Development and field evaluation suc¬ 
cessfully completed by CAD and ready 
for production. National airports 
authority planning to order 5 units 
Around Rs 12 crore worth supplied/ 
committed for supply, till end 1987-88 

Around Rs 3.5 crore worth supplied/ 
committed for supply till end 1987-88. 


Around Rs 3.5 crore worth supplied/ 
committed for supply till end 1987-88. 

In volume commercial production. 


In volume commercial production. 

Around Rs 3,5 crore worth committed 
for supply by end 1987-88. 

{conid) 


(5) Mobile digital electronic exchanges for 
army tactical communication network, 
ITI jointly with TIFR and BEL, 
jointly with LRDE. 

(6) UHF radio relay communication 
systems for DOT, railways, etc, GCEL, 
Baroda with SAC, Ahmedabad. 

(7) Computerised message switching 
systems for defence services, ECIL, 
Hyderabad. 

(8) Computerised message switching 
systems for civil aviation deptt, CMC, 
Bombay. 

(9) Computerised message retransmission 
systems for overseas communication 
service, ECIL, Hyderabad. 

(10) Computerised railway passenger 
reservation systems, CMC, Bombay 

(11) PCM digital multiplex GCEL Equip¬ 
ment, Baroda and ITI, Bangalore, 
jointly with TRC, New Delhi. 

(12) Air route surveillance radar (ARSR), 
HAL, Hyderabad. 


(13) Precision approach radar (PAR), 
HAL, Hyderabad. 


(14) Wind finding and weather analysis 
radar, BEL, Bangalore. 

(15) Very high frequency omni range (VOR) 
air route navigation equipment. 

(16) X-band radar beacons, SAMEER— 
Bombay and Marine and Communi¬ 
cations Electronics (MACE), 
Vishakipatnam 

(17) Distance measuring equipment, BEL 
Bangalore. 


(18) Common antenna direction finder 
(CADF) equipment, GCEL, Baroda 
jointly with LRDE, Bangalore. 

(19) Hydro-meteorological monitoring 
system (involving communication, tele¬ 
metry and computerised data handling 
and display), GCEL, Baroda. 

(20) Meteorological/data collection storage 
and transmission systems (DCSTS), 
via, INSAT. 

(21) Disaster warning receiver systems 
(DWRS) using INSAT ECIL Hyderabad 
jointly with ^C, Ahmadabad. 

(22) Oceanographic monitoring systems. 
ECIL, Hyderabad. 

(23) Video teaching/training systems. 

GCEL, Baroda. 
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2 Etiuipment and Instnunenta 

(1) Aircraft cockpit voice recorders, 
ECIL, Hyderabad. 

(2) Radio theodolites for meteorology, 
SAMEER, Bombay. 

(3) Groundwater exploration logging 
equipment, ONCC, Dehra Dun and 
UPTRON, Lucknow. 

(4) Microwave distance measuring Equip¬ 
ment, ECIL, Hyderabad. 

(5) Sequence event recorders, UPTRON 
and KELTRON 

(6) Microprocessor-based automatic 
built-in test equipment for radar 
and communication systems, BEL, 
Bangalore. 

(7) Electronic axle counters-for railway 
wagons, IIT, Delhi and CEL, 
Sahibabad. 

(8) Thyristor-controlled equipment for 
EOT cranes. University College of 
Ibchnology, Calcutta^ 

(9) AC and DC drives for process 
industries, KELTRON, IVivandrum. 


(10) Programmable logic controllers for 
process indu.stries. ECIL, 

Hyderabad. 

(11) Input/output printers for computers, 
KELTRON. Divandrum. 


(12) Biosignal processing techniques 
and hardware, Indian Institute of 
Science, Bangalore. 

(13) 100 KW medium-wave radio trans 
mitters, BEL, Bangalore. 

(14) 10 KW and 1 KW TV transmitters, 

BEL, Bangalore. 

(15) 100 Watt low power TV transmitters, 
GCEL, Baroda and BEL, Bangalore 

(16) 10 Watt very low power (unattended 
model) TV transmitters. 

(17) Direct-fiom-INSAT TV reeeive-only 
satellite ground terminals (both 
attended and unattended ECIL, 
Hyderabad and BEL, Bangalore. 

(18) Radio studio-to-transmitter com¬ 
munication links AIR R and D 

centre jointly with MELTRON, Bombay. 

(19) Radio transmission networking 
terminals using INSAT, SAC, 
Ahmedabad jointly with KELTRON, 
Trivandrum. 

3 Strategic and other componenls 

(1) TR cells in different frequency bands, 
PIN and schotty barrier diodes, and 
other critical micro-wave components, 
TIER, Bombay 

(2) T^cuum contact switch, BEL, 

Bangalore 

(3) Micro-wave tubes, CEERI', Pilani and 
CEL, Sahibabad. 


(4) Rectilinaar trimpots and tantalum 
capacitors, ECIL, Hyderabad. 

(5) Miniature servo components, ECIL, 
Hyderabad. 


Under production and continuous 
supply tq Indian Airlines and 
Air Force 

Developed and S nos batch produced 
and supplied to IMD. 

Know-how taken front ONOC, 

Dehra Dun, prototypes engineered 
field tested, cleared and commercial sup¬ 
plies made. 

Successfully developed and supplied 
in quantity to survey agencies. 
Successfully developed and supplied 
to power plants. 

Know-how used in various major 
systems. 


Field trials completed successfully, 
technology transferred for product- 
ionisation and in regular commercial 
production and supply to railways. 
Successfully undergone fiel^ trials 
and transferred for productionisation. 

Tbchniques for AC-DC power conver¬ 
sion and speed control of large induc¬ 
tion motors using thyristors developed 
and successfully gone through field 
trials in actual industrial situations; 
orders placed and further exploitation 
underway. 

Successfully developed and supplied 
steel, cement and power plants. 

Prototype model developed and fabri¬ 
cated for multiiingual printing in Indian 
languages. To go into commercial pro¬ 
duction soon. 

Both hardware and software capability 
for arrthythmis monitor developed. 
Know-how transferred to industry and 
production! sed. 

Around Rs 37 crore worth supplied/ 

committed for supply till end 1987-88. 
Around Rs 35 crore worth supplied/ 

committed for supply till end 198%88. 
Around Rs 16 crore worth supplied/ 

committed for supply till end 1987-88. 
Around Rs S crore worth supplied in 
1986-87/committed for supply in 1987-88. 
Around Rs 9 crore worth supplied/ 

committed for supply upto end 1987-88. 


Around Rs 5 crore worth supplied/ 
committed for supply upto end 1987-88. 

Around Rs 3 crore worth supplied/ 
committed for supply upto end 1987-88. 


Being batch produced by SAMEER and 
supplied regularly to the defence services 
and other users. 

Productionised to specifications of BHEL 
which is main customer. 

Know-how generated, technology devdoped 
for various techniques used in the fabrica¬ 
tion of the tube and tubes produced sup¬ 
plied to the defence services. 

Prodtution established around the techno¬ 
logy developed with production investment 
from ECIL. 

Synchros and servo motors meeting defence 
grade specifications developed and suc¬ 
cessfully batch produced for strategic end 
uses. 


In many sectors of intlustry, including 
those involving sophisticated technology, we 
now know what it takes to bring about suc¬ 
cessful generation aitd commercialisation of 
indigenously developed technology. Perhaps 
morrimportantly, 1 believe that, at least in 
a numbpr of areas, we also know wl^ failures 
occur, to the point where we can forecast 
with reasonable accuracy that an incorrectly 
structured and managed technology develop¬ 
ment project—particularly one which vio¬ 
lates the principles of innovation chain—is 
almost certain to fail. In short, that there 
is a technology of technology transfer, cal¬ 
ling for specialised analytical, managerial, 
and behavioural skills on the part of plan¬ 
ners and policy makers and technology 
generators and utilisers. 

The identification and analysis of the key 
issues which I have attempted to focus on 
during this lecture; also enables one to arrive 
at an operational formulation of the con¬ 
cept of self-relidnce in technology. This fqr- 
mdlation encompasses a number of levels. 
The first level is that of decision making. 
Self reliance means that we are in a position 
to define our own goals—goals which are 
appropriate to the development strategy and 
development pattern which the country has 
chosen. Next that we are able to define the 
types of technologies we need to realise those 
goals, and the modes through which such 
technologies are to be acquired or generated. 
The second level is that of undertaking, 
make or buy choices at the sectoral and 
enterprise levels, in relation to the specific 
set of technologies needed for the develop¬ 
ment of the sector or enterprise concerned. 
Thirdly, how to identify and select from the 
foreign technologies available for those pro¬ 
ducts for which the second stage exercise has 
shown that technology purchase is nece,ssary. 
Fourthly, self-reliance in being able to 
negotiate effectively to acquire those foreign 
technologies on the most favourable terms 
to the buyer. Fifthly, self-reliance in building 
up S and T expertise in all key areas of 
national important, and in increasing that 
competence and capacity to the critical levels 
needed for generating technology domesti¬ 
cally in the core areas. 

Self-reliance does not mean building a 
wall around oneself, it does not mean autar¬ 
chy, even less, isolationism. But it does mean 
being maximally in command of the whole 
technological strategy at the national, 
sectoral, and company or agency levels. 

As Indira Gandhi, who did so much to 
enhance our self-reliance in general and in 
S and T in particular put it: 

Self-reliance means the assertion of our right 
to formulate our policies, prograimnes or 
institutional mechanisms. We have to make 
our own chokes, taking account of world 
developments in sdence and technology but 
without being s«4yed by fashions within 
science, or the S and T foreign policies 
followed by advanced countries. 

[Lecture delivered at the National Defense 
College, New Delhi, Rbruary 1987. The views 
express^ in this paper are those of the Author 
and not necessary those of the orgmiisation to 
which he, belongs.] 
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Crisis of Public Administration as a Discipline 

in India 

Mohit Bhattacharya 

Reviewing the current status of the public administration discipline in the Indian universities, this paper raises 
questions about the relevance of so-called theories and approaches iri public administration, developed in an alien 
context, to Indian realities. It is argued that the management science orientation and the practical concerns of 
the discipline have taken it away from its broader social science moorings. A meaningful discipline of public 
administration in India has to reckon with the undifferentiated nature of administration and politics and the deep 
involvement of the administration in the social structure and processes. The theories of the state, especially the 
theoretical developments in the conceptualisation of the ‘third world’ state, need to be related to the structure 
and operation of public organisations. Public administration as a subject of study has thus to be located within 
a broader field of political theory. A discipline that avoids analysing the role of administration in sustaining a 
structure of domination, repression and injustice, is not a genuine social science but a courtier subject. 


PUBLIC administration as a special field of 
study is very young in our universities. In 
1949, the University of Madras was the first 
to set up a department of public administra¬ 
tion and local self-government. Presently, 
about 30 odd university departments of 
public administration are offering courses 
on the subject. The major universities in the 
country like Calcutta, Bombay, Madras and 
Delhi have not felt the need for a separate 
department of public administration. The 
subject is still considered as an integral part 
of political science It was with the setting 
up of the Indian Institute of Public Adminis¬ 
tration at the instance of the Paul Appleby 
Report' that universities like Chandigarh 
and Jaipur thought of opening separate 
public administration departments. From 
this year (1987), the Union Public Service 
Commission has introduced a full paper on 
public administration for the all-India and 
central services examinations. This step is 
likely to embolden many universities (or, 
more appropriately, teachers) to treat public 
administration as an autonomous course 
and form a separate department. The UGC 
has so far not formed a separate panel on 
public administration. It is now likely to be 
pressurised into according recognition to 
public administration as a separate dis¬ 
cipline. Historically, the setting up of a new 
discipline has always been highly controver¬ 
sial. The current efforts to autonomise 
public administration in our universities 
need to be debated purely from the stand¬ 
point of its academic status and substantive 
content. As a starting point, one should have 
a look at tne essential nature of higher lear¬ 
ning which is supposed to be the objective 
of university education. As Oakeshott wrote: 

It (a university) is concerned not merely to 
keep an intellectual inheritance intact, but to 
be continuously lecovering what has been 
lost, restoring what has been neglected, col¬ 
lecting together what has been dissipated, 
repairing what has been corrupted, re¬ 
considering, reshaping, reorganising making 
more intelligible, reissuing and reinvesting. 
In principle, it works undistiacted by prac¬ 
tice concerns:' its current directions of 


interest are not determined by any but 

academic consideration; the interest it earns 

is all reinvested.^ 

The first difficulty one encounters in 
sponsoring the cancUdature of an auto¬ 
nomous public administration discipline is 
its excessive concern to be ‘practical’. In this 
orientation, the disciplinary attention is 
focused essentially oti the issue of Efficiency’ 
in government. Historically, as a breakaway 
subject, public administration emerged with 
the intention of iftaking government more 
business like That was precisely the objec¬ 
tive of Woodrow Wilson the originator of 
politics-administration dichotomy. Elabora¬ 
ting this point, Vincent Ostrom observes that 
“the theory of administration presumed that 
technical solutions were available to public 
problems. Once decisions specifying policy 
objectives were reached we assumed that the 
translation of these objectives into social 
realities was a technical problem within the 
competence of professional administrative 
expertise.”’ 

Since the days of Thylorism and the 
Gulick Urwick papers on the Science of 
Administration (1937), public administration 
has developed much like a ‘vocational’ sub- 
jea based on the POSDCORB philosophy. 
The objective has been to study government 
with a view to diagnosing its ills and 
prescribing, proper remedial measures 
against them. Hence, ‘principled of adminis¬ 
tration and ‘techniques’ of administrative 
improvement proliferated in the discipline 
with tremendous speed and these principles 
and techniques had virtually taken over the 
whole field of public administration. Equip¬ 
ped with this new found knowledge, ‘experts’ 
in public administration could easily merge 
with the so-called ‘management* scientists. 
There was no concern about loss of identity, 
nor was there any questioning of the shaky 
epistemological foundation of the so-called 
‘management science*. “Efficiency for what 
purpose?”, "how does micro efficiency in an 
organisation effect overgli social efficiency?” 
These broader questions have not had much 
reievance in the management orientation. 

Public administration as it has developed 


in the US has been the model for most 
Indian scholars in this field. As mentioned 
earlier, the discipline was born and develo¬ 
ped in America as a body of knowledge that 
would be of practical use in making govern¬ 
ment more busines.slike. Dwight Waldo, the 
doyen of public administration in the US, 
was very categoric in his assertion that “it 
is now unrealistic and unproductive to regard 
public administration as a subdivision of 
political science...” His advocacy has been 
for a “professional perspective” on the 
analogy of medicine. To quote Waldo, “if 
the anaJogy to medicine has any validity, this 
means that we must be concerned not with 
a theory but with theories, indeed, with 
theories of many types, many dimensions 
and facets. The professional stance does not 
by a simple coin-in-the-slot procedure pro¬ 
vide ‘answers’, nor does it even provide a 
complete and clear agenda of theoretical 
problems. It does provide a framework large 
enough to embrace our theoretical problems, 
it helps to classify the problems posed and 
to define the nature of proper answers; it 
gives direction on the time at which and the 
level at which to seek solutions”.^ 

Waldo’s unhappiness with American 
political science and his eagerness to start 
a subject that would be interested in prac¬ 
tical problem-solving led him to the advo¬ 
cacy of a new discipline of public adminis¬ 
tration. It was naive to think that the profes¬ 
sional approach would solve the boundary 
problem of a discipline and its theoretical 
underpinnings. 

Wallace Sayre’s reaction to Waldo’s pro¬ 
posal was that in suggesting a professional 
perspective, present ambiguities were being 
exchanged for new and larger ones.’ Fred 
Riggs^ was much more explicit in his 
criticism of the Waldo approach with its in¬ 
built suggestion for separation of public 
administration from political science. In his 
view, premature professionalsim and neglect 
of theoretical issues by public admini.stra- 
tion had been the cause of its alienation 
from political science. Both functiuriali.sm 
and bchaviouralism, according to Riggs, 
have tended to draw attention to partial or 
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micro aspects of government. Political 
science and public administration must join 
hands to study government as a whole 
system. As Riggs said; 
lb strengthen political science^ 1 believe we 
must try to recapture the sense of the whole¬ 
ness of government which our forebearers, 
from Aristotle to the Federalists, so clearly 
felt, without losing, of course our new-found 
ability to examine sub-components of 
government and to utilise newly discovered 
high-powered methods. Attempts to separate 
politics and administration as subjects of 
study, then are doomed to failure and 
frustration. 

American public administration has 
travelled a long way since the days of Waldo’s 
ardent advocacy of an autonomous, prac¬ 
tical discipline. Under compulsions of 
domestic and environmental pressures, the 
discipline has long shedded its allergy to 
political science. In fact, the ‘new public 
administration’ movement in the late 1960s 
marked a vigorous attempt to celebrate a 
reunion of political science and public ad¬ 
ministration. Waldo’s professional perspec¬ 
tive was found wanting in ‘relevance’ and 
‘values’. Public administration was accepted 
as a crucial part of the political problem. 

As one of the protagonists of the ‘new 
public administration’ movement wrote:^ 
“A public administration which fails to work 
for changes which try to redress the depriva¬ 
tion of minorities will likely be eventually 
used to repress those minorities”. In other 
words, the distributive’ functions and the 
social consequences of governmental institu¬ 
tions should be at the centre of any worth¬ 
while academic discipline of public adminis¬ 
tration. 

Back home in India, under American 
patronage and academic supervision, public 
administration was advocated as a new dis¬ 
cipline in India with a view to bringing about 
efftciency in government. Paul Appleby, the 
Ford Foundation consultant in public ad¬ 
ministration in India, made this point very 
clear in his report. To quote him, “The 
general idea is that profe.ssonalisation of 
public administration should be advanced 
in order to cncoruage more widespread and 
conscious study, reflection, and exchange of 
learning and to establish certain instruments 
charged with special responsibility for 
administrative improvement in terms not 
adequately covered at present”.* 

The initial thrust was thus towards ‘pro- 
fessionalisation’, almost echoing the old 
sentiment of Dwight Waldo. Efficiency in 
administration should no doubt have top 
priority in a country wedded to planned 
socio-economic reconstruction through 
direct state intervention. But, from the very 
beginning the tendency had been to shun 
broader social science considerations in 
discussions on administrative problems. One 
of the iieasons for the poverty of the dis- 
cipliqMjtf administration in India has 
beeii»||ba^pkw ‘practical’ concerns and 
avo^HKuf broader .social science theoris- 
disciplines such as sociology, 


political Kience, economics arid history. 
From the very start, public administration 
in India has busied itself with ‘practical 
action’ intended to repair and reinvigorate 
administration without caring for an 
adequate understanding of the context and 
environmental conditions of such action. 
Nor has there been any explict effort to 
examine the social consequence of institu¬ 
tional action. 

In this evolutionary process the Institutes 
of Public Administration at the central and 
state level have come steadily to assume the 
character of administrative cUnics. Haining’ 
means a brief period of hospitalisation of 
the patient—the civil servant. Jet-set ‘con¬ 
sultants’ are going round diagnosing orga¬ 
nisational ailments and prescribing appro¬ 
priate ‘medicines’ for their cure. Even OPD 
type wings would be found advising ailing 
public organisations that would queue up for 
instant advice and ready relief. No wonder, 
consultancy is a thriving business now in 
India! 

Po.ssibly, the institutes of public adminis¬ 
tration were compelled to go into this trade 
under pressure from the government. Partly 
also they had to carve out an area of their 
own, distinct from that of the university 
departments of public administration. The 
result has been what can be called the voca- 
tionalisation of public administration. 
Oakeshott’s description of vocational educa¬ 
tion is worth our quotation in this context: 
For most people it (vocational education) is 
an education in one skill. The skill may be 
complicated and may have a considerable 
intellectual content, or it may be simple and 
easily learned. But it is, essentially, a highly 
specialised education, and not only on 
account of its concentration upon a single 
skill. For. learning here, means acquiring a 
specific body of knowledge and being able 
to move about within it with ease and con¬ 
fidence and to use it. The sort of familiarity 
which a carpenter or a builder may have with 
his tools and his materials often goes far 
beyond anything that is achieved, with his 
tools and materials, by an historian of the 
papacy or a classical scholar, but there is 
reason for this, namely, that his is a strictly 
circumscribed body of knoweldge which does 
not significantly look outside itself. The 
design of a ‘vocational’ education is to be 
concerned with current practice and always 
with what is believed to be known.’ 

Public administration as a vocational sub¬ 
ject is interested in picking up relevant skills 
and communicating these to the students or 
applying these to problem-situations in 
administration. Increasing vocationalisation 
is evident from the recruitment of more and 
more technicians in public administration 
institutes such as computer analysts, 
engineers, financial and budgeting experts. 

Vocationalisation has another problem. It 
is client-oriented. In pursuing vocationalisa¬ 
tion, the institution turns its attention more 
to client needs than to the inner logic of a 
discipline. So, there is a creeping danger of 
subversion of the knowledge base of a dis¬ 


cipline in any attempt toward excessive voca¬ 
tionalisation at the university level. 

R>r the institutes of public administration, 
there are certain advantages in vocationalisa¬ 
tion. The government being the financing 
authority there is understandable expecta¬ 
tion for some concrete services from these 
captive institutes. They must service the 
government departments. 

What should cause concern is the steady 
vocationalisation of public administration 
studies in our universities. The university 
departments of public administration are 
now competing with the institutes of public 
administration and the government staff 
training institutes in the field of ‘training’ 
and ‘consulting’. There is much thoughtless 
emulation of the activities of these institutes. 
Slowly one observes a noticeable change tak¬ 
ing place in the University syllabi for public 
administrationr. Subjects like ‘hospital 
administration’, ‘co-operative management’, 
‘management of public enterprises’, ‘busi¬ 
ness administration’ and ‘organisation and 
methods’ are now the major foci of public 
administration studies. The university 
departments take pride in being ‘modern’ 
and ‘management^oriented. The offering of 
training programmes has become a status 
symbol for many of them and often they 
would be found approaching various govern¬ 
ment departments and agencies for pro¬ 
grammes and funds. 

The university departments would in that 
case have to have a vareity of ‘technicians’ 
on their faculty on the lines of the institutes 
and staff colleges. Even if this is permitted 
(which is exceedingly difficult in the univer¬ 
sity set-up), the question that needs to be 
answered is: what kind of education in 
public administration a university depart¬ 
ment should plan and offer? 

In an institute of public administration or 
a staff training college, the ‘intcllectuar 
activities that go on take many things for 
granted. Larger issues like the nature of the 
state, administrative history, the constitu¬ 
tional structure and the form of govenunent, 
the political process, and the social struc¬ 
ture are of little or no concern for such 
institutes. A university department of public 
administration, by contrast, need not bother 
about such instant concerns as improving 
performance of a government department 
or agency, ‘training’ of civil servants and 
offering consultancy services at a price. 

Being free from such demands on faculty 
time, the university department can more 
profitably engage itself in deeper under¬ 
standing of the state and the logic of govern¬ 
mental structure and operations, lb cite an 
example, an institute of public administra¬ 
tion may work for the improvement of the 
district coliectorate. Contrastingly, an 
university departmmt may study the district 
coliectorate in a wider historical perspective 
and raise questions about the very existence 
of the coliectorate alongside the newly evol¬ 
ved panchayat raj structure that seeks to 
democratise field administration. 
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A major concern of a university depart¬ 
ment should be to locate governmental 
organisations and operations within the 
framework of broader theories of the state. 
Public administrative machinery and opera¬ 
tions derive their nature and character from 
the overarching state theories. One cannot, 
for instance, understand American public 
administration without a proper apprecia¬ 
tion of the principle of separation of powers 
and the influence of interest groups in 
administration. In the western developed 
capitalist countries, the role and shape of 
public administration have been conditioned 
basically by the liberal-pluralistic concep¬ 
tualisation of the state Iteliance on private 
initiative, limited public sector and a basical¬ 
ly regulatory stance of the state are the 
necessary concomitants of the liberal plura¬ 
listic concept of the state. The ‘welfare’ 
stance of the developed capitalist state has 
its roots in the capitalist ne^ for “reproduc¬ 
tion” of useful labour for capitalist accumu¬ 
lation. It is an ad hoc accretion, not the 
essence of state activity. 

At the other end of the spectrum, a post¬ 
revolutionary socialsit state would be having 
a very different kind of administrative 
machinery within the overall conceptualisa¬ 
tion of the state. Not^ for example, Lenin’s 
observation on the goals of socialist 
management: 

.. .as we begin socialist reforms we must 
have a clear conception of the goal towards 
which these reforms are in the final analysis 
directed, that is, the creation of a communist 
society.'® 

Lenin elaborated in great detail the prin¬ 
ciples of socialist management to accelerate 
the process of social reconstruction of the 
USSR after the October Revolution," 
Similarly, there are many innovative manage¬ 
ment ideas in Mao Zedong’s numerous 
writings and speeches which are inspired by 
the peculiarities of local situations.'^ 

As one turns to the so-called “third world’ 
countries, the inchoate theory of state takes 
on a strange mixture of liberalism, pluralism 
and socialism.'^ Objectively, the private 
sector co-exists with a burgeoning public 
sector. The public organisations and the 
parastatal agencies proliferate^ as there is a 
constant trend towa^ increasing state inter¬ 
vention in the economy and tremendous 
diversification of governmental activities 
spawning newer and newer public organisa¬ 
tions. llie ‘third world’ is surely not a 
homogeneous category. The dependency 
theorists focus attention on exogenous actors 
whose influence on country-spedfle develop¬ 
ment obviously vary from situation to situa¬ 
tion. All these countries falling in this class 
do, however, share in common large scale 
government intervention in socio-economic 
reconstruction. It is in this context that a new 
sub-discipline of public administration was 
born under the title of ‘development ad- 
ministiatio,n’> profusely uded by American 
scholwhip and bliiufly abetted by the 
Indian scholar. Many of the problems of 
development administration can be traced 


to the confusion in the theory of the third 
world state Strangely enough, most discus¬ 
sions on development administration are 
obsessed with ‘development bureaucracy’, 
devriopment schemes and their implementa¬ 
tion without caring to examine the under- 
iying assumption of an “autonomous’ stete 
and a ‘benign elite’ as champions of moder¬ 
nisation and development.'* The meaning 
and diiecitions of social change ramain 
unclear: correspondingly, the agencies and 
modalities of change remain vague or, at 
best, narrowly articulated. All in all, 
developtrient administration as a subdisci¬ 
pline is basically a statist approach to 
‘development’. 

If the nature of the state itself is in most 
instances at the root of poverty, inequality, 
and iryustice in the third world this needs 
to be seriously examined and exposed. 
Public administration as a discipline has 
then to have a new paradigm that would pro¬ 
vide adequate explanatory and conceptual 
strength to relate administration to social 
power structure and the forces of reaction 
and conservatism. 

State theories, unfortunately, do not And 
adequate place in the public administration 
syllabi at the university level. Another 
important omission is the discussion on 
‘politics’ as such and the relationship 
between politics and society. Politics in the 
Eastonian sense of authoritative allocation 
of values orients us towards the inputs in the 
environment that set the agenda for govern¬ 
ment decision-making. The nature and 
manifestations of ‘power’ in society need to 
be understood to explain what happens or 
does not happen in administration. Beside 
oth^r societal forces, bureaucracy itself 
deserves careful study as a power group. 
Weber himself hinted at that when he 
characterised the bureaucracy as a ‘status 
stratum’. Weber’s political theory has never 
attracted the attention of public administra¬ 
tion scholars in India. Only his structuralist 
description of bureaucrar^ is discussed in¬ 
stead ad nausseam.'* 

Even if Weber occupies some place in the 
syllabus. Marx is virtually unheard of. 
Marx’s views oh the state, politics and 
bureaucracy are generally considered as 
heretical. If public administration as an 
academic discipline has to embark upon a 
fruitful analysis of the bureaucracy and 
administration in the third world, the 
Marxist formulations as have evolved in 
recent years deserve careful study.'® In the 
third world situation where the post-colonial 
state continues to be in the grip of an all- 
pervasive and ascendant bureaucracy and the 
society rethains highly inegalitarian, ad¬ 
ministrative policies and their implementa¬ 
tion need to be studied within a broader 
framework of class, caste and power. Even 
public administration researches by US 
scholars like Riggs and Presthus have 
brought out clearly the undifferentiated 
nature of social reality where politics and 
administration cohabit the social space in 
the third world. Any mechanistic and 


apolitical study of public administraUon in 
such a context is bound to be highly artificial 
and unrealistic. 

Public administration syllabus in most of 
our universities seems to have paid scant 
attention to the ‘political approach’ to public 
administration. Also, political sociology that 
is concerned • with the interface between 
politics and society is an unheard of thing 
in public administration syllabus. 

Clitics in India with its emphasis on the 
soda! base of politics including party system 
and interest group politics is not part of the 
post-graduate syllabus in public administra¬ 
tion. Usually, there would be a descriptive 
paper on Indian public administration. Con¬ 
stitutional government in India focused on 
constitutional evolution and basic constitu¬ 
tional law can at best be found as an 
optional paper. The Indian political system, 
the historical evolution of the Indian 
administrative system, the debates in the 
Constituent Assembly and the basic con¬ 
stitutional law of the country deserve much 
more attention as core themes of any worth¬ 
while public administration discipline. 

Indian developmental realities embrace 
the planning objectives and processes, pro¬ 
grammes and schemes, project implementa¬ 
tion, monitoring and evaluation, and politics 
of development planning. This is yet another 
important area on which academic discus¬ 
sions should be focused. Ixtgically, planning 
and public policy analysis can be coupled 
together as twins in the public administra¬ 
tion syllabus. 

In fact public administration as a new sub¬ 
ject in our universities has been in search of 
an identity. Political science from which it 
broke away has been shunned with ven¬ 
geance, as it were, lured by the false promise 
of a management science; public administra¬ 
tion has sought to ape the ways of manage¬ 
ment science. In the process, its social science 
content has dinfinished alarmingly. The 
study of public administration as a social 
science has necessarily to lean heavily on 
history, sociology and political science. 
Instead, the university departments have 
moved more toward the kinds of syllabi that 
can be found in the institutes of manage¬ 
ment and public administration. Higher 
education at the university level strives for 
critical and unbounded knowledge. If public 
administration should be fought in our 
universities, it is perhaps improper to treat 
it as a uni-disciplinary subject. F^bably the 
best course would be to have a centre for the 
study of government and public policy as a 
multi-disciplinary school pooling together 
the resources of political science, history, 
sociology and a few other allied subjects lite 
economics, and social psychology. 

Our public administration academics are 
often carried away by the mystique and 
apparently convincing logic of the western 
academics. As Fanon wrote so very rightly, 
“the native intellectual has thrown himself 
greedily upon western culture?’.'^ No at¬ 
tempt is made to ponder over the applic¬ 
ability of concepts and theories formulated 
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in an alien context to our local situation. 
American public administration is basically 
the product of a national culture that treats 
government as an integral part of the 
business ethos of the country. In England, 
public administration has grown up under 
conditions of a decentralist unitary govern¬ 
ment based on parliamentary sovereignty. 
The discipline of public administration in 
India has to draw on the Indian politico- 
administrative history and contemporary 
reality. Fresh conceptualisation is necessary 
as ours is a post-colonial state with a 
hangover of bureaucratic dominance opera¬ 
ting under conditions of vast territorial 
spread, large-scale illiteracy and poverty, and 
constitutionally delimited spheres of action 
of two levels of government. The implica¬ 
tions of the overtly capitalist path of 
development need to be related to the struc¬ 
ture and operation of administration. 

Public administration as a member of the 
large social science family, in a ‘third world’ 
situation, has to respond to the realities of 
this world. The question of ‘relevance’ 
assumes importance in this connection. 
Public policies that overtly or covertly tend 
to perpetuate class hegemony have to be 
studied from the point of view of their impli¬ 
cations for property or class relations. If, 
three and a half decades of ‘planned 
development’ have failed to have a signi¬ 
ficant dent on poverty, the nature of plan¬ 
ning itself needs to be thoroughly scrutini¬ 
sed. In a country where communal violence 
erupts at regular intervals and the spectre of 
drought and semi-famine conditions haunts 
a large part of the land annually, can the 
discipline of public administration continue 
to have a perverse kind of clinical detach¬ 
ment? Following Ashok Mitra, one can raise 
the question can social science research “be 
divested from social realities, the reality of 
class conflicts, the reality of exploitation, the 
reality of inequalities in the distribution of 
incomes and assets, the reality of last ditch 
efforts on the part of vested interests, 
including the government, to prevent land 
reforms’’?'* 

An academically worthwhile public 
administration descipline in India has to 
have anchorage in broader social science 
interactional field. Only then can we strive 
for the formulation of appropriate concepts 
and theories for explaining the structure and 
operation of ‘administration’ in our special 
socio-economic situation. 

In times of turbulence when the direc¬ 
tionality of development is manipulated by 
vested interests, social science has a respon¬ 
sibility to expose the reality and come out 
with a strident ideology of protest. Public 
administration in India has so far been play¬ 
ing just the opposite role of an advocate of 
the status quo. The highly centralised, 
bureaucratic state in India is presently in the 
throes of a deep crisis. But the analysts of 
public administration continue to harp on 
the theme of improving the managerial com¬ 
petence of the overdeveloped bureaucracy. 
Decentralisation, strengthening of grass¬ 


roots institutions and genuine popular par¬ 
ticipation need academic encouragement. A 
policy of debureaucratisation and popular 
involvemott in public sector decision¬ 
making call for appropriate oi^anisational 
innovations. The class linkages of the 
bureaucracy and its overt and covert support 
for the forces of conservatism and social 
repression and economic exploitation can be 
unmasked by a new kind of ombudsmanic 
posture of the discipline. Unfortunately 
public administration studies and research, 
in general, have failed to sense the crisis and 
remained therefore by and large an arid 
intellectual field. 

Unlike the physical sciences, social 
sciences are essentially ethical sciences. The 
idea of a good society and a moral existence 
is an inescapable motto of social science. A 
public administration dscipline that avoids 
analysing the role of administration in sus¬ 
taining a structure of domination, repression 
and injustice is not a genuine social science 
but a courtier subject. At the university level, 
what is needed therefore, is a discipline of 
public administration that would be sensitive 
to social crisis and radical enough to expose 
the myths and rituals of an overtowering 
bureaucratic state apparatus. Under condi¬ 
tions of under development, it has also a 
moral duty to chart out the methods of 
social transformation. Such a discipline can 
grow and develop only in close association 
with political science and allied social 
sciences. 
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Making of a Participative Forum 

BHEL Experience 

Chetian Joseph 

This paper recounts the experience of the Joint Committee, the apex, participative union-management forum 
of the public sector organisation, Bharat Heavy Electricals Limited. The data, based on the minutes of the Joint 
Committee meetings, covering the period from the setting up of the forum in 1973 through to mid-1982. The 
paper traces how in a multiple union situation, the forum sought to evoive commonly acceptable norms for deter¬ 
mining union representation to the forum, and then went on to reconstitute itself through secret ballot. Through 
the process of joint decision-making, the apex body was able to make both management and unions accountable 
to the forum, and acquire directive authority as well as participate in rule-making for the organisation. On the 
basis of this experience, the paper concludes by questioning the validity of certain commonly held assumptions 
about workers' participation in management, in the Indian context. 


The Genesis 

WORKERS’ participation evokes by and 
large reactions of cynicism, indifference and 
even hostility from most unions, managers 
and employers in our country. The inclusion 
of the concept in the Directive Principles of 
State Policy has in no way inRuenced in¬ 
dustry to translate such democratic ideals 
into practice. Workers* participation has 
received little demonstrable political sup¬ 
port.' The rash of participative forums 
constituted during the Emetgency period, 
particularly in the public sector, faded with 
the post-emergency spate of strikes and 
agitations.^ Though various schemes have 
been enunciated by government at different 
points of time, there are only a handful of 
organisations which have evidence to show 
of tangible achievements.^ Even the few 
who have achieved something, are in danger 
of regressing on their achievements, given the 
impediments they have to confront. 

This paper is about the experience of one 
such organisation which over a period of 
time was able to sustain a participative 
forum. The organisation. Bharat Heavy 
Electricals Limited (BHEL), a major public 
sector undertaking, did earn during the late 
seventies and early eighties a name for itself, 
with respect to workers' participation at the 
corporate level of the organisation. This 
study focuses on the Joint Committee, the 
apex bipartite forum of the organisation. 
The study covers the first nine years of the 
life of this forum, from April 1973 to August 
1982. It traces the evolution of this forum, 
the sorting out of criteria for determining 
union representation to the forum, the 
experimentation with secret ballot and 
check-off, and analyses some critical facets 
of the role the forum acquired during these 
years. 

This study is based primarily on data 
culled from the minutes of the meetings of 
the Joint Committee for the entire nine year 
period. From these records and other 
documents the experience of the Joint Com¬ 
mittee has been reconstructed. 

The Organisation 

BHEL is the largest engineering and 


manufacturing enterprise of its kind in the 
public sector today. SUuting out initially 
with the manufacture of thermal and hydro 
power generation equipment, it has moved 
today into the frontier areas of nuclear 
power, non-conventional energy and battery- 
powered, non-polluting transport systems. 
It has twelve manufacturing units. By 
1984-85 it had an employee strength of close 
to 75,000, inclusive of some 30,000 skilled 
workers, 13,500 engineers and 9,000 execu¬ 
tives, and its turnover had touched Rs 1,180 
crore The steady growth and diversification 
which has plac^ the company among the 
world’s top twelve engaged in the manufac¬ 
ture of power equipment, are achievements 
of the last one and half decades. 

Prior to 1973 BHEL consisted of three 
autonomous manufacturing units at IKchy, 
Hardwar and Hyderabad with a head office 
at Delhi; a workforce of 40,000 and a turn¬ 
over of Rs 130 crore. The board of directors 
of the company, on which there were no 
functional Erectors, worked as a kind of 
clearing house between the government and 
the units. Directives of government were 
routed through the board to the units, but 
the units were largely free to chart their own 
course of action. The general managers 
(GM) of the units were the critical decision 
makers at the unit level. There was little or 
no uniformity in wage grades, personnel 
policies, staffiilg patterns, job classification, 
fringe benefits, etc. The units had indepen¬ 
dent negotiation forums. Unions were 
recognised on the basis of membership 
verification and the code of discipline. 
Industrial relations was acrimonious and 
punctuated by recurrent strikes. 

Corporate Changes 

BHiEL underwent a major organisational 
change in 1973. A corporate ofHce was 
esublished in Delhi, with a board of direc¬ 
tors headed by a chairman and managing 
director (CMD). The units headed by their 
GMs were made accountable to the corproate 
board. Hie first CMD was V Krishnamurthy 
who had been GM at the THchy Plant. 
S V S Raghavan who was financial adviser 
at 'Bichy and R N Srivastava, financial 


adviser at Hardwar, were inducted to the 
boards of directors, for finance and person¬ 
nel respectively. The appointment of a per¬ 
sonnel director was significant. In the early 
seventies though the personnel function was 
recognised as important, few public sector 
units provided for board level participation 
of personnel heads. With these and other 
changes a distinct corporate image and 
identity began to emerge. V Krishnamurthy 
travell^ to the units, meeting employees at 
all levels of the organisation, seeking to 
infuse “a new enthusiasm for working” and 
to bring about “an inter-mingling of 
people”.* The effort was to build a culture 
of belonging lo one organisation, and to 
dismantle the barriers of segregated existence 
that the units had led. 

As part of the strategy to bring about this 
integration within BHEL, the CMD had 
three priorities: 

i) the preparation of a corporate plan; 

ii) the formulation of uniform personnel 
and administrative policies across units; 
and 

iii) the participation of alt major unit unions 
in the effort to shape and build the ethos 
and culture of the organisation. 

In pursuance of the last, Krishnamurtl^ 
initiated a process of informal dialogue with 
various unit unions and central trade union 
federations. 

Wrge Revision 

At this junaute, unit unions were building 
up pressure for an overall revision of the 
wage structure in advance of the Hve-year 
agreement then holding good. This wage 
settlement had been signed on November 1, 
1969 and was valid till late 1974. The settle¬ 
ment signed with recognised unions at 
Hyderabad, Trichy and Hardwar, had at¬ 
tempted to bring some degree of uniformity 
in wage structure between the units. This 
settlement had been patterned after the 
Engineering Wage Board Award valid then. 
But shortly after, another Wage Board was 
constituted for engineering industries. Some 
industries implemented the fresh award. 
Meanwhile in January 1973, the central 
government Pay Commission also had 


Economic and Political Weekly November 28, 1987 


M-143 



announced revised scales for central govern¬ 
ment employees. By compariscm now, BHEL 
employees saw themselves as earning less 
than central government employees and 
fellow workers in comparable industrial 
units like HMT and ITI. The unions hence 
desired a complete wage revision. At 
Hardwar, the unions approached a visiting 
central minister and received a written 
assurance that the wage structure would be 
negotiated ahead of schedule. Around the 
same time; BHEL management conscious of 
the growing employee discontent approached 
government for clearance to undertake the 
revision ecercise. 

Even while these formal and informal 
interactions were on, Satish Loomba, the 
veteran AITUC union leader, (who was in¬ 
volved with BHEL negotiation:!) wrote a 
letter in early 1973 to T A Pai, then industry 
minister. Loomba suggested that a negotia¬ 
ting committee be set up for BHEL at the 
corporate level, similar to the forum then 
obtaining in the steel industry. He suggested 
that the major objectives of such a body 
would be wage revision and implementation. 
He emphasised that the forum must be a 
continuing on^ and not a forum that met 
only at the time of wage negotiation. This 
suggestion, was evidently, supported by 
Krishnamurthy and on April 3, 1973, the 
Erst Joint Negotiating Committee was held 
at the India international Centre; New Delhi. 

The First Meeting 

The central trade unions, INTUC, 
AITUC and HMS were invited to send three 
representatives each to this meeting. HMS 
however withdrew, as they felt that they did 
not enjoy sufficient representative character 
among BHEL employees to warrant their 
participation in an apex level body. This was 
a unique action by a union, which reflected 
in some measure the degree of rapport that 
had been established between BHEL 
management and the central federations. 

Plant level union representation to this 
body was separately arranged. There were 
four union representatives from Hardwar 
(2 INTUC and 2 AITUC); for from Hydera¬ 
bad (INTUC); two from TVichy (non- 
affiliated union) and two (INTUC) from 
Heavy Engineering Industries Limited 
(HEIL), Bhopal, which was preparing for 
merger with BHEL. The representation from 
HEIL Bhopal was indicative of the concern 
with integration and continuity. Though 
HEIL was to formally merge with BHEL 
only from January 1974, BHEL manage¬ 
ment included HEIL representatives in this 
rommittee as the long-term settlement would 
cover HEIL after merger, and also to enable 
them to make a smoother entry into BHEL. 

The first committee focused on two broad 
issues, the “Tferms of Reference” which 
would be the areas of concern for the forum, 
and the ‘Rules and Procedures* that would 
provide the ground rules for the interaction. 
The following ‘‘Ibrms of Reference” were 
discussed and accepted: 


Parti 

Interim relief 
Part II 

1 Revision of basic scales of pay 

2 Categorisation and standardisation 

3 Wnghtage and fitment 

4 Revision of dearness allowance 

5 Incentive schemes 

6 Productivity schemes including formula 
of sharing gains of productivity 

7 Recruitment and promotion—personnel 
policies 

8 Grievance procedure 

9 Fringe benefits 

10 Welfare measures 

11 Workers' participation in management 

12 Implementation committees—plantwise 

Part in 

Any other matter that may be brought in 
with the consent of the parties.^ 

The terms of reference reflected the im¬ 
mediate concern before the committee— 
wage revision and uniformity. But it also 
looked beyond the immediate concern. In 
Indian industry when unions and manage¬ 
ment, negotiate, discuss or consult, it is not 
common practice to outline at the outset of 
a forum the issues they would be concerned 
with. Ibrms of reference are also generally 
restrictive and exclusive and tend to avoid 
issues that further erode what are considered 
to be managerial decision areas. Here, the 
coverage went beyond the usual concern with 
wages, fringe beneflts, welfare and grievance 
procedures to issues that were then and are 
still regarded as within the purview of 
management. 

The acceptance of issues like recruitment, 
promotion and formulas for sharing pro¬ 
ductivity gains as bilaterally negotiable was 
a departure from common practice. Even in 
the Joint Management Councils under the 
1975 scheme, discussion of productivity 
gains was not an issue for bilateral discus¬ 
sion.’’ What was mote surprising was the 
wording in Part III. The effective word was 
consent. Any other matter could be brought 
up, provided both parties consented. This 
reflected an underlying philosophy, that the 
determination of what was negotiable was 
an issue for bilateral determination. If both 
parties agreed, anything could be brought 
to the forum. Critically, it provided a means 
to cope with change. 

The rules and procedures for the Joint 
Committee were:* 

1 Chairman for the meeting of the Joint 
Committee will be elated for each 
meeting. 

2 Secretarial assistance to the conunittee will 
be provided by the Chief (Wages) of 
BHEL. 

3 The secretariat will keep and maintain 
records of the proceedings of the Joint 
Committee. Only conclusions reached will 
be minuted and circulated to members, 
which will become final on confirmation 
by the committee. 

4 Members of the Joint Committee includ¬ 
ing alternate members and the secretariat 


staff only wiU be entitled to be present in 
the meetings of the Joint Committee: 

5 It was agreed that normally no observer 
need be present in the Joint Committee 
and any liaison work could be separately 
looked after by respective parties. 

6 There will be no briefing of the Press 
individually or separately by the manage¬ 
ment and the union as regards the pro¬ 
ceedings of the Joint Committee A Joint 
Communique on an agreed basis will be 
issued by the secretariat. 

7 It was agreed that industry will bear the 
expenses in connection with the holding 
of meetings of the Joint Committee 

8 The question of giving opportunity to the 
unions not represented in the committee 
to express their points of view was discus¬ 
sed. Pending a ^al decision on the ques¬ 
tion, it was agreed that the committee will 
have no objection to receiving any written 
memoranda on the issues for their 
consideration. 

9 The decisions of the Joint Committee will 
be by agreement only. 

The rules and procedures provided the 
discipline, the ground rules within which the 
parties would have to work. The spelling out 
of very critical issues like the recording of 
minutes, the confirmation of minutes, who 
could attend, etc, left no scope for ambi¬ 
guity. The observance of these rules would 
not be easy. There were to be occasions later 
when difficulties and conflicts would arise 
in the committee over adherence to these 
rules. A great deal of pr^-committee negotia¬ 
tions and consultations had taken place bet¬ 
ween the unions and management before 
these rules had been spelt out. But this was 
remarkable—the willingness of both sides to 
attempt such an exercise and then to reach 
agreement. A participative process of 
decision-making had begun, a process that 
was to prove a long trek, in which there 
would be many hurdles. 

Union representation—the Search 
FOR Consensus 

The literature on the Indian experirace in 
participation com'mpnly refers to the dif¬ 
ficulties faced in determining union 
representation to the forums as a reason for 
the failure of the forums.’ Looking to 
nearly a decade of working of the Joint 
Committee (JC),*’ a significant feature of 
the experience is that this issue was con¬ 
fronted in the committee and that unions 
and management worked out a consensus 
which it implemented. This consensus was 
not reached overnight. It was a gradual pro¬ 
cess of seeking a viable solution, a solution 
acceptable to all unions across ideological 
positions and without threat to their repre¬ 
sentative character or their ability to effec¬ 
tively represent workmen. The following 
write-up traces the search for this consensus. 

Initially oidy unions which had signed 
wage settlements at units were included in 
the Joint Committee The first departure 
from this practice came up shortly after the 
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flnt wage revision signed in the 7th meeting 
(January 17--18, 197^. The Bhopal unit 
which had merged with BHEL, had two 
major unions, one afliliated to INTUC and 
the other to AITUC. Only the INTUC union 
oyoyed represenution on the committee 
BHEL management with the agreement of 
the JC suggested that the two unions 
mutually reach a settlement regarding 
representation on the committee. An agree* 
ment was reached by the two unions and the 
Joint Committee informed of this in the 11th 
meeting (November 29,1974). It was agreed 
that there would be hve union represen¬ 
tatives from Bhopal. 3 from INTUC and 2 
from AITUC. This agreement was reached 
even though the Industrial Court had in a 
judgment a few days earlier (November 26. 
1974) recognised the representative character 
of the INTUC union and had ordered the 
Registrar of Trade Unions to issue the certi¬ 
ficate of recognition under the Madhya 
Pradesh 1 R Act. 

This mutual agreement reached between 
the two major unions at Bhopal was a 
pointer to the willingness of the manage¬ 
ment and the unions to go beyond legalistic 
solutions to determine union participation 
on the committee. 

Mode of Selection 

Tvo meetings later in September 197S, the 
Joint Committee met to discuss replication 
of this participative experience at the plant 
and shop levels. Though this meeting was 
consequent to the announcement of the 
government scheme of Joint Management 
Councils, it was evident that the concern for 
participative forums at plant and shop levds 
was not a mere response to the government 
«:heme This was reflected in the discussion 
of the 13th meeting. The focus of this 
meeting was the methodology for determin¬ 
ing the representative character of unit 
unions. A general consensus was reached 
that secret ballot would be the appropriate 
method for selecting representatives to the 
councils." It was agreed that elections 
would be most conducive for industrial 
democracy. However, the unions should 
nominate their representatives to shop and 
plant councils. 

for the INTUC to be on record accepting 
in principle secret ballot for selecting 
representatives, was a shift from its pub¬ 
licly stated position rejecting b^lot. 
(G Ramanujam, the veteran INTUC per¬ 
sonality, and a critic of secret ballot was pre¬ 
sent in this meeting.) This shift became more 
visible in the subsequent meeting of the JC 
in November 1975, when it became party to 
the decision to conduct elections at the 
Hardwar unit on November 29, 1975. 

At Hardwar there had been continuous 
disputes and litigation between unions about 
their respective representative strengths. In 
the JC meeting of November 8, 1975, the 
INTUC and AITUC agreed to secret ballot 
at Hardwaf to end all disputes and litiga¬ 
tion on this issue. The JC endorsed this deci¬ 
sion and it was recoided that “whichever 


union secures the nuyority votes would be 
accepted as the representative union for ail 
purposes including icpresentatkm in the JC” 
it was further agreed, “that the imion hdling 
to get elected with mnjority votes wHl cease 
to be a member of the JC”.'^ 

. In this same meeting a similar decision 
was ttken wiUi regard to the Bhopal unit. 
The election was scheduled for mid- 
December 1975. lb avoid any violation of 
the provisions of the Madhya Pradesh In¬ 
dustrial Relations Act. with regard to the 
determiMtion of the reco^ised union, (an 
INTUC union was the recognised union 
under the Act) the JC stated that elections 
would be held for the limited purpose of 
deciding representation to the various parti¬ 
cipative forums. In the case of Bhopal ail 
unions were eligible to participate, while at 
Hardwar it was a contest essentially between 
INTUC and AITUC 

Hardv/ar Elections 

In the same meeting the members of the 
Joint Committee decided that the director 
persormel would be entrusted the resplon- 
sibility of supervising the elections. The 
ground rules for the election were also 
decided. The JC laid down that contending 
unions would not indulge in canvassing or 
propaganda inside the plant or office 
premisre. Later at Hardwar further details 
about the conduct of the elections were 
prepared in consultation with the local 
unions. These rules became the model for 
subsequent elections at other units. The fact 
that elector^ rules and the modus operandi 
were worked out jointly by unions and 
management was a significant achievement. 
It was a major departure from known ex¬ 
periences. Interestingly these developments 
took place when the Emergency is in force, 
lb what extent the political alliance between 
the Congress(I) and the CPI influenced the 
INTUC-AITUC agreement on secret ballot 
is a matter of conjecture. But it is unlikely 
that the senior leadership of either union 
agreed to conduct secret ballot merely for 
reasons of political expediency. There was 
in the JC a growing concern at this stage, 
to democratically determine the represen¬ 
tative strength of a union. 

All employees with a year’s service and 
who were workmen under the ID Act were 
eligible to vote. A voters list was prepared 
on this basis and piiblislied with a closing 
date for filing objections. Thereafter a final 
voters list was prepared. The electorate of 
the factory was broken up into constituen¬ 
cies, and on the insistence of the unions, 
managers manned the election booths. Each 
union also submitted a Uat of observers to 
be present during the poking and counting 
of votes. Observers were issued passes by the 
management. In brief, the election was a 
replica of any political election, down to the 
indelible ink mark on the voter’s forefinger. 

Despite the anxieties and tensions of the 
elections, polling at Hardwar was peaceful 
and the AITUC union emerged as the 
nuqority union. Later at Bhopal the same 


process was repeated. The INTUC union 
there won the majority, with a non-affiliated 
union coming a riose second. A few months 
later, the latter union merged with the 
INTUC, giving it a clear majority. 

Introduction of Check-Off 

Even before the Hardwar and Bhopal elec¬ 
tions were held the JC in its fifteenth sitting 
on November 18, 1975 and then in its sub¬ 
sequent meeting considered the issue of 
union representation on plant and shop 
councils as the participative scheme was 
being extended to the units. The committee 
evolved an interesting formula for such 
representation. It was agreed that on both 
the plant and shop councils, the recognised 
union at the unit would be given two seats. 
Further if there were affiliate unions of 
INTUC, AITUC and HMS at the concerned 
unit, each afflliate union would be given a 
seat. But “in order to be eligible to nominate 
members to the plant/shop council, each of 
the local unions affiliated to INTUC and 
AITUC (and HMS wherever applicable),!! 
not a recognised union, must have a 
membership of a minimum of 10 per cent 
of the total workmen employed in the 
plant.”’’ To establish whether a union had 
a minimum strength of 10 per cent, the JC 
decided that check-off should be held where 
necessary. 

The facility of check-off was offered to 
all union affiliates of INTUC, AITUC, 
HMS and other unions participating in the 
shop/plant councils. Individual workmen 
were to authorise through specific proformas 
monthly deductions from their wages to the 
union of their choice. Authorisation for 
more than one union by a worker, it was 
decided would be treated as invalid. The 
deduction would be 0.50 paise per month, 
and an authorisation given would be 
irrevocable for two years. Finally, unions 
which failed to muster 10 per cent of 
workmen in a plant, would not be entitled 
to representation to plant and shop coun¬ 
cils, and would also lose check-off facilities. 

With this agreement check-off was con¬ 
ducted at Hardwar to ascertain the strength 
of the HMS union which had not participa¬ 
ted in the election for the JC. The HMS 
union was found eligible to send represen¬ 
tatives to the plant and shop councils after 
check-off. 

Plural Approach 

The practice of secret ballot and check¬ 
off provided plural means tor determining 
the representative character of a plant union. 
But more critically, this plurality facilitated 
a flexible and context relevant approach to 
union participation at shop, plant and cor¬ 
porate levels. This was on two counts. On 
the one hand, on the JC plant unions who 
had a majority following were given scats. 
On the other hand, minority unions who 
would feel threatened if they did not enjoy 
plant and shop level participation, were 
given access to those forums, provided they 
established their following through check- 
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GAIL sets the pace. 

642 Kms of cross-country HBJ pipeline 
commissioned in only 9 months 

- a landmark in Project Management 


The first phase, the Haztra — 
Bljaipur stretch.has been 
completed in record time. The 
second phase is scheduled to 
follow the same tight, time-frame. 

The effort required intensive 
Investigation of route, namely 
geotechnical, hydrological and 
radio-path surveys. 

Extensive mobilisation of 
resources and logistics support 
to over 3,500 technicians, 
feverishly working with 800 units 
of heavy equipment marked this 


S-months effort, costing over 
Rs. 450 crores. Other projects 
with similar investment normally 
take 36 months. 

Some of the highlights of this 
project are:- 

1) Removing 3 million cubic 
metres of rock and soil to 
create 642 Kms long 30 m 
wide of cross country 
highway. 

2) Clearing and haulage of 
250,000 tonnes of line pipes. 


3) Grit blasting surface of line 
pipes equivalent to over 250 
international football fields. 

4) Welding of joints of line pipes 
totalling over 20,000,000 
diameter cm in the fieid. 

All designed to break new 
ground in state-of-the-art 
technology and management 
skills employed to transform 
miles of pipelines into vital 
lifelines for the millions. 




Gas Authority of India Limited 

(A OoMmnMm of India Undartakinfl) 

Samrat Hotel Chanakyapuri Maw Delhi 110021 aKswAMV/CMiMtoa 
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off. The thiett thit dominant uniom could 
pose to sm^r unions by excluding them 
bom lower level forums was minimised. 
Simultaneously minority unions were 
deprived of the rationale for ihsruptiog the 
bilateral process by providing them legiti* 
mate representation in unit levd forums. At 
the same time, the 10 per cent minimal 
requirement prevented execessive multiplicity 
in union represenbuion on the forums. 

The purpose of this duality were subtle 
but its applicability clear. The ritih enuncia¬ 
tion of this became evident in the I7th 
meeting when the AITUC indicated that it 
had not accepted check-off in principl& The 
forum clarified that check-off would in no 
way alter the representation of unions to the 
Joint Committee but was specifically con¬ 
cerned with determining representation at 
plant and shop levels. The AITUC it seemed 
had raised the issue to test whether the 
forum was clear on this principle, and have 
it so recorded in the minutes. 

Reconstitution of the Joint Committee 

The partial recomposition of the Joint 
Committee through elections was complete 
by February 1976. But hardly a year had 
passed before pressures began to mount 
from local unions for a formal dissolution 
of the ongoing JC and the constitution of 
a new one through election by secret ballot. 
These pressures were generated mainly by 
unions who desired a place on the JC given 
its growing importance; and were keen to im¬ 
prove their strength in their respective units. 
In its 23rd sitting (August 17, 1977) the JC 
decided to dissolve itself and go back to the 
‘electorate’. The JC set up a four man com¬ 
mittee from among its members to frame the 
rules for the elections. Three members 
represented the union-—V V Dravid (INTUQ, 
N C Dutta (AITUQ and Banidhasan (Boiler 
Plant Employees Union, TVichy). R N Sri- 
vastava (ChrectOr. Personnel) represented the 
management. The JC laid down two broad 
parameters for the sub-committee, (i) that 
in a unit where there was only one union 
active and was recognised, elections would 
not be held; and (ii) at other units elections 
would be held in accordance with the rules 
to be framed by the sub-committee.'^ 

The JC also indicated that the sub¬ 
committee should lay down the qualitative 
norms for eligibility to contest elections. It 
was reiterated that secret ballot be the means 
for election and that the union securing the 
maiority of votes at a unit vvould be the 
representative on the JC. Unions gaining 
mote than 10 per cent of the votes would be 
eligible for representation to plant and shop 
councils. The norms for seat distribution on 
the basis of votes polled was also to be 
decided by the sub-committee. 

Between August and November of 1977 
the sub-committee framed the dtection rules 
and evolved a formula for distribution of 
seats in the JC on the ba^ of votes polled. 
The formula evolved departed from the 
outgoing JCs recommendation that only the 
majority union ^ould beTepresented on the 
qxx body. The parleys, the negotiations and 


the process of readimg consensus, must have 
been a fascinating iKDoess. However, data on 
how this formula was reached and agreed 
to was not available to this researcher. The 
Joint Committee owes it to industry in this 
country to (eveal the records. What had 
always seemed impossible in the Indian con¬ 
text of union mititiplicity, was achieved. 

The formula evolved was as follows:'^ 
Per cent of votes polled Seat in JC 
in unit • 


25 per cent to 35 per cent One seat 
Over 35 per cent upto TWo seats 
55 per cent 

Over 55 per cent Three Seats 

Union solely representing Three seats 
a constituted unit (two in the case 
of smaller 
units). 

This apart, it was agreed that every central 
trade union would be given one seat on the 
JC for every three seats held by their 
affiliates on the forum. However, a 
minimum of two seats was assured to each 
central trade union. 

Revising the Formula 
The results of this election showed a high 
fragmentation of votes among unions. Few 
unions had gathered more than 35 per cent 
of the vote, “leaving a major chunk of 
employees unrepresented”.'* The results of 
the election were discussed in a specially con¬ 
vened union-management meeting on 
Decemebr 30, 1977, attended by fourteen 
union representatives from six units, seven 
central trade union representatives and seven 
management representatives. As the results 
were analysed in this meeti^ it was evident 
that the formula needed revision, but for the 
moment it was decided to reconstitute the 
JC on the basis of the formula put forward 
by the sub-committee 
'The first meeting of the reconstituted JC 
was held on March 8,1978. The feeling that 
representation of unions could be more 
broad-based than what the formula allowed 
for, continued to linger. In the second 
meeting in May 1978, it was decided to con¬ 
stitute another Standing Committee with 
union representatives from the four central 
unions—INTUC, AITUC, HMS and CITU, 
the unaffiliated unions and the unit unions 


to work out a mutually acceptable formula. 
The consensus reached in this committee was 
that even a union with a membership of ten 
per cent, as determined in the secret ballot, 
would be entitled to one seat. But for this 
change the formula remained as before. This 
however meant a substantial apansion in the 
number of union representatives from unit 
unions. Where at the end of the elections, 
unit unions had been entitled to twenty-four 
seats, in the revised composition there were 
thirty-three representatives from unit unions. 
And central trade unions were given nine 
seats instead of the earlier seven. 

In the First meeting another critical factor 
regarding union representation on the JC 
was discussed. It related to the size of the 
workforce in a unit and the number of seats 
to be given to a unit on the JC. It was agreed 
that units with less than 500 workmen would 
not be represented on the JC and that units 
with upto 2,000 workmen, would be given 
two seats. Unfortunately there is no evidence 
of the formula designed for seat apportion¬ 
ment where there were more than 2,000 
workmen. With all these modiFtcations, the 
final composition was as given in the accom¬ 
panying Ihble.'’ 

Deadlock in the JC 

The two-year tom of the reconstituted JC 
expired in March 1980. This time the JC 
could not reach a consensus on the metho¬ 
dology for reconstitution. The traditional 
division over secret ballot between INTUC 
and non-INTUC unions surfaced. In April 
1980, the Heavy Electricals Mazdoor Trade 
Union (INTUC), Bhopal, presented a 
memoranda in the 15th meeting, raising 
objections against secret ballot. Tvo major 
objections were raised. It was argued that 
voting rights were exercised by workers who 
were not members of any union. It was 
forther alleged that voters were swayed by 
the vilification of personalities and false pro¬ 
mises held qpt in the heat of the election 
campaign. Tire union also went on to state 
that only the union accorded recognition by 
the Registrar of Thide Unions under the 
MPIR Act, was eligible for participation on 
the JC. it felt that BHEL management by 
accepting mere registration as a sufficient 
condition for eligibility to participate on the 
JC was encouraging union multiplicity. 


Unit 

INTUC 

BMS 

CITU 

AITUC 

Others 

Ibtai 

Bhopid 

3 

1 ■ 

1 

1 

I 

7 

Haidwar 

2 

4 


1 

1 

8 

HPEP (Hyderabad) 

— 



— 

3 

5 

Tiruchy 


— 

2 

_ 

3 

5 

Jhansi 

1 

1 

— 


_ 

2 

CFFP (Haidwar) 

2 


— 

_ 

_ 

2 

SWGR (Hyderabad) 


— 

_ 

— 

2 

2 

EPD (Bahgalore) 

— 

— 

— 

— 

2 

2 

CED (Bangalore) 

— 

— 

— 

— 

2 

2 

Tbtal 

8 

6 

3 

2 

14 

33 

Central Dade Union Organisation 3 

2 

2 

2 

— 


Grand Tbtal 

11 

8 

5 

4 

14 

42 


-- 

Source. BHEL. A Decade of Togetherness; BHEL JiMm Committee 1973-83, New Delhi, 1983, p IB 
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The Heavy Electricals mazdoor trade 
union raising this issue was reflective of the 
hardening INTUC opposition to secret 
ballot. The no less firm position taken by 
others made dialogue on reconstitution 
increasingly difficult. Discussion on the issue 
was postponed to await the recommenda¬ 
tions of the Standing Committee of the 
National Labour Conference in October 
1980. In the 18th meeting in April 1981, the 
Bhopal INTUC union boycotted the meeting 
as management had invited other unions, 
despite the contention of the Bhopal INTUC 
union that they alone could represent the 
Bhopal workfoitx on the.JC. In this meeting 
the divide between INTUC and non-lNTUC 
unions became sharper, with INTUC 
demanding check-off and others supporting 
secret ballot. In the meeting of early 
February 1982, the JC decided with diffl- 
culty that it was desirable that a reconsti¬ 
tuted body negotiate the third wage revision 
scheduled for September 1982. But positions 
had become more inflexible and manage¬ 
ment unable to help bridge the gap. 

BHEL management having consistently 
committed for nearly a decade to initiate any 
action on this issue only with the complete 
consensus of all unions, decided against any 
precipitate action. They thought it better to 
let the unions find their way to a viable solu¬ 
tion. By mid-1982 the JC was well into the 
issues of the third wage revision, and 
reconstitution of the JC faded into the 
background. The consensus was that re¬ 
constitution be sorted out after the finalisa¬ 
tion of the third wage revision. 

In May 1983, the third wage revision was 
signed and the JC had already exceeded its 
term by 3 years. The JC was caught in a 
deadlock, with neither INTUC nor non- 
INTUC unions willing to negotiate their way 
to a fresh agreement, on reconstitution.'* 

Shaping DEcistON Making 

The discussion so far has focused on how 
the JC had erected the structure of participa¬ 
tion and went about the critical issue of 
union representation, who, how and how 
many. But the meaning that a participative 
forum acquires, the purpose it fulfills, and 
the impact it has, depends upon much more 
than the mere structure and composition of 
the forum. This would largely depend on the 
role that the forum is able to shape for itself. 
A role would be shaped by the issues decided 
upon, the processes of decision-making, and 
the manner in which the decision-making 
influences the environment around—both 
issues and actors. The following discussion 
limits itself to this last aspect—the manner 
in which the decision-making influenced the 
internal environment of BHEL. As the data 
for this study are based on the minutes of 
meetings, it was not possible to explore the 
dynamics of the process of decision-making, 
much as it would have been desirable. And 
rather than take up a subject-wise analysis 
of decisions taken, the preference is to look 
at the kind of influence the JC was able to 
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exercise thiough'the decisions taken. For it 
is in the etercise on influence through a 
variety of means, that a role becomes 
evident. 

The fact that the JC was a bipartite 
forum whidi met at fairly frequent intervals 
had iu own impact. During the period under 
study the JC had met fifty-one times over 
112 months (from May 1973 to August 1982), 
an average of nearly flve meetings in a 
calendar year. Of the fifty-one meetings, 
forty-one were chaired by the CMD. Major 
national union personages attended the 
meetings as representatives of the central 
union federations. All this gave the forum 
immense standing and prestige within the 
organisation. The prestige was further 
enhanced after 1977 when union represen¬ 
tation from units was made even piore broad 
ba.sed. Factors such as these deflnitely con¬ 
tributed to the influence of the JC, but mote 
critical were certain characteristics of the 
decisions taken. 

By and large bilateral decision-making 
between unions and management in Indian 
industry limits itself to substantive agree¬ 
ment on wages, bonus, fringe beneFtts, etc 
Such decision-making does not generally 
nurture a sense of accountability of either 
unions or management to the forum. 
Accountability of either the mangement or 
the union before a joint forum as an institu¬ 
tion is hardly ever a part of the internal 
political reality. Accountability of manage¬ 
ment except to a superior managerial body 
and of unions to their own executive (if 
active), is the reality of accountability. For 
accountability is perceived to erode prero¬ 
gatives whether of management or of 
unions. However, as one analyses the deci¬ 
sions taken in the JC, a critical dimension 
that emerges is the sense of accountability 
that BHEL management and unions 
developed towards the JC. 

Accountability before the JC 

The accountability of management and 
unions before the JC was consistently and 
gradually built up, beginning with small 
issues. Early in the life of the JC in the 9th 
meeting (July 1974) it was brought to the 
notice of the JC that some union office 
bearers moved about in the plants in a 
manner that was not conducive to discipline; 
This it was pointed out brought a bad name 
to the unions and office bearers. Evidently 
the issue was raised by a plant union. The 
members discussed the issue and suggested 
that such practices should stop so as to 
ensure greater discipline among employees 
for better production and productivity. The 
underlying spirit was that a union which has 
membership on the forum, was not justified 
in creating a disturbance at the plant without 
first havirig sought resolution of the issue 
in the JC. 

A few meetings later the unions raised the 
issue ot accountability before the JC more 
directly. BHEL management had introduced 
a Group-Insurance Scheme and presented 
watches as mementos to employees for long 


service. WhUe appreciating what manage¬ 
ment had donci the unions were unhiqrpy 
that management had gone ahead with thw 
measures without the concurrence of the JC. 
They emphasised that had the JC been 
associated with these decisions, the impact 
on the morale of the workforce would have 
been greater. In a similar vein, in the 23rd 
meeting, the JC expressed its unhappiness 
when the local management and unions at 
Bhopal signed a bilateral settlement on pro¬ 
motion policy, without bringing the issue to 
the attention of the JC. The JC indicated 
that the issue of promotion policy was before 
the apex body and that in signing a unit level 
settlement, the image and authority of the 
JC had been impaired. It also regretted that 
the Bhopal union representatives who were 
members ofthe JC had been party to the 
agreement. The JC pointed out that if there 
was an emergency, it could he summoned at 
short notice to look into any urgent matter. 
The local management and the unions con¬ 
cerned were thus censured. 

In another incident, union representatives 
from two unions brought to the attention of 
the JC, that another union at the same plant 
was undermining the authority of the JC by 
speeches against the forum and by inciting 
violence on the shop-floor. The unions rais¬ 
ing the issue suggested that the concerned 
union be debarred from participating in the 
apex body. The representatives of the union 
in question, explained to the JC that the 
allegations referred to the individual actions 
of the previous president of the union, who 
had since resign^. They explained that such 
incidents would not “be repeated in future. 
Members from both sides noted the con¬ 
structive respon.se from the union and 
expressed the hope that the union will not 
give any cause for complaint in the 
future!’'* Again the JC demonstrated that 
members were accountable to the body for 
their actions. 

The JC’s authority to censure, in a sense 
the reverse side of accountability to the JC 
was also gradually evidenced. The JC was 
jealous of what it considered to be its 
purview and unions undoubtedly played the 
watch dog role. Though initially manage¬ 
ment did have cause for some embarrass¬ 
ment, they could not obstruct the establish¬ 
ment of such accountability. Rather they 
found that the unions on the JC were equally 
willing to censure any union leader or union 
action which eroded the dignity and autho¬ 
rity of the JC. The JC was hence able to 
initiate action, which if management alone 
had initiated, particularly in the sphere of 
industrial relations, matters would inevitably 
have only worsened. Before probing this 
tatter aspect, we will take a brief look at 
another aspect which contributed to 
accountability, the placing of sensitive infor¬ 
mation before the JC. 

When S V S Raghavan who was chairman 
and MD had to suddently leave BHEL in 
early 1978, management was asked to 
explain to the JC! the reasons for his abrupt 
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departure. Similarly complaints about 
BHEL equipment were often discussed in 
detai] in the JC. It was however in the con¬ 
troversy over BHEL's proposed ooUaboration 
with Siemens, that die accountability to the 
apex body came under strain. 

P Rammurthi, the CITU unionist, then 
MP and member of the JC, had published 
a document severely critical of the collabora¬ 
tion. He was attacked by other union 
members for placing the facts before the 
press, without having first raised the same 
in the JC. They felt that the legitimacy of 
the bipartite participative process of dia¬ 
logue and decision-making was threatened 
by such an action. Rammurthi countered 
that his role as an MP demanded that he 
generate public opinion, particularly when 
he felt that management had failed to share 
specific information with the JC.^® 

Acquiring Directive Authority 

As the notion of accountability of 
management and unions to each other 
gradually took root in the working of the 
JC, the apex body was able to initiate action 
on specific issues. The JC began to acquire, 
what can best be described as directive 
authority—the authority to instruct manage¬ 
ment or unions or both, to initiate and 
undertake specific action. The legitimacy of 
such authority clearly rested in the represen¬ 
tative character of the forum. In fact, it was 
only after the re-composition of the forum 
through secret ballot and check-off, and the 
inclusion of plant unions with a minimum 
of 10 per cent following, that the JC began 
to exercise this manner of authority. 

One of the occasions when such authority 
was exercised was when Hardwar employees 
manhandled R K Garg an AITUC member 
of the JC. The JC was then in session and 
R K Garg had gone out of the meeting to 
discuss with the Hardwar employees the 
bonus issue about which they were demon¬ 
strating outside the venue. The JC not only 
condemned tlie incident, but directed the 
constitution of a sub-committee to look into 
the bonus problem. The JC further added, 
that if a decision was not reached in the sub¬ 
committee, the matter would be placed 
before the mini.ster or the JC for arbitration. 
The JC held that any decision reached 
through arbitration would be binding and 
final.^' 

In the reconstituted JC, the unions and 
management agreed and informed all shop 
and plant councils, that if any dispute/issue 
remained unresolved at the unit level, then 
the same would be brought before the JC. 

On another occasion when union repre¬ 
sentatives at Bhopal failed to agreopn the 
ratio of representation for the plant council, 
the matter was referred to the JC. The JC 
discussed the issue and asked the director 
(personnel) to find a solution in consulta¬ 
tion with central unions. Such exercise of 
authority left little scope for aggravating 
inter-union<tensions or for management to 
play one union against another. 

A major change through $uch an exercise 


of authority by the JC occurred when the 
tqiex body decided to take a fresh look at 
the calculations for bonus paid to Bhopal 
employees for 1978-79. Having re-analysed 
the data, the JC decided that certain 
retrospective adjustments in the revised 
prices of equipment sold to Railways would 
increase the quantum payable as bonus to 
Bhopal employees. Such examples can be 
multiplied. The exercise of such authority 
by the JC in a variety of issues, reinforced 
the position of the JC as an institution 
within the organisation to which manage¬ 
ment and unions were accountable. This in 
turn developed the JC’s ability to initiate 
action that neither party alone could have 
initiated and carried through. 

Rule-Making 

Another aspect of this influence that the 
JC acquired over the years was evident in its 
rule-making activity. From the very start 
there was an effort to jointly evolve rules for 
the functioning of the apex forum. The joint 
formulating of the “Rules and Procedures” 
of the forum, and its “Ttrms of References” 
set the pattern. 

In June 1973 in the second meeting of the 
JC this concern with formulating norms for 
the functioning of the JC was made evident 
in the discussion on revision of the wage 
structure. The apex body decided to set a 
time limit of six months from the date of 
the meeting for the finalisation of the first 
agreement. The agreement was eventually 
signed in January 1974, while a minimum 
wage agreement was signed earlier in 
September 1973. In our country manage¬ 
ment have generally preferred to limit union 
participation to subsuntive determination 
of wages, bonus, fringe benefits, allowances 
and the like. The concern with joint deter¬ 
mination of rules and procedures to be 
followed has by and large been low. This 
concern has been poor as managements have 
tended to view participation in rule-making 
as the undoing of management’s authority 
to frame and implement rules unilaterally. 
In the BHEL ca.se, from the beginning there 
was a demonstrated concern to jointly evolve 
the basic procedures for taking decisions in 
issues relating to personnel and industrial 
relations. 

Another early instance of the concern to 
build procedure through joint agreement was 
seen when the JC appointed a $ub<ommittec 
(in itself a directvc action) to look into the 
details of rationalisation and sort out dif¬ 
ficulties that could follow from the wage 
structure of the first wage agreement then 
being worked out.^^ Again this was 
reflected in the negotiation for the first long 
term agreement when a review provision was 
mutually agreed and included in the Agree¬ 
ment on Minimum Wage, September 17-18, 
1973. It read, “the workmen shall have the 
right of review in case negotiations currently 
underway in HMT, HEC and HAL yield a 
higher total minimum wage within the next 
12 months". Inclusion of such a review 
clause to ensure parity with like industry was 


a departure from normal practice Without 
debating the wisdom of such an action, the 
point to be noted is that a substantive pro¬ 
vision was introduced to take care of a pos¬ 
sible change within a specific time period. 

Segregating the concept of bonus from 
incentive payments for plant performance 
was another milestone in rule-making. After 
discussions through many meetings it was 
decided that Plant Performance Payment 
(PPP) related to utilisation of capacity, 
optimum level of efficiency and plant per¬ 
formance. The JC then went on to evolve the 
achievement levels and the corresponding 
rate of incentive payment on a plant-wise 
basis. PPP was an issue in which the JC also 
displayed considerable flexibility as the 
formula was altered and reworked over the 
years. Rule-making in this case was very 
much procedural. Rule-making was attemp¬ 
ted in most issues where the JC saw an 
obvious need for procedures. The Anomalies 
Committee set up after the signing of the 
second long-term agreement, with specific 
terms of reference to resolve problems aris¬ 
ing out of implementation, is another case 
in point. It may be reiterated that when such 
committees were formed, apart from re¬ 
presenting both management and unions, 
the JC always sought to fajrly represent 
unit unions and the central federations. 

The JC then was bilaterally negotiating 
and settling wages, bonus, allowances, hous¬ 
ing facilities, transport subsidies, etc, and 
ai.so laying down procedures for determin¬ 
ing incentive payments, wage rationalisation, 
leave rationalisation, standing orders, 
grievance procedures, job reclassification 
and anomalies arising out of wage agree¬ 
ments. This is not to suggest that this rule- 
making authority was extended to all issues. 
Promotion policy was one issue on which 
management resisted joint determination, 
despite the determined efforts of the unions. 
Promotion policy had been a subject of 
fairly intense discussion for well over half 
a decade. Though management took keen 
note of the .stand of unions and practice did 
partly change in the light of union perspec¬ 
tives and suggestions, management never 
finally agreed to procedural settlement. 

The nurturing of mutual accountability, 
the exercise of directive authority, and the 
joint framing of rules, enabled the JC to 
grow roots in the corporate life of BHEL. 
The strength deriving from these three facets 
of decision-making lent the apex body the 
stability necessary in a dynamic situation. 
It is the contribution made by the JC in deci¬ 
sions concerned with employee management 
relationships, that has given it the critical 
staying power. 

CONC'UJ.SION 

The data on the BHEI experience reviewed 
here, provides valuable insight on certain 
issues relating to the process, form and com¬ 
position of participative forums in the pre¬ 
sent industrial relations context. Some of 
these insights also .seriously question the 
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validity of some commonly held assump¬ 
tions about the inevitable nature of certain 
impediments to the growth of workers’ parti¬ 
cipation in our country. This concluding 
section discusses some of these issues in the 
light of the experience of the working of the 
JC. 

Multiplicity of Unions—An Impaiiment? 

A common argument is that the presence 
of multiple unions in an orgaiusation ate an 
obstacle to the formation of a participative 
forum, and even if formed a continuing 
irritant to the smooth functioning of the 
fonim.^^ Related to this is the issue that in 
the absence of agreed means for determining 
the representative strength of unions, it 
becomes extremely difficult in a multi-union 
situation to decide as to which of the unions 
should have a place on the forum, and as 
to how many of them should enjoy this 
right. 

The BHEL experience is significant in this 
regard. From the outset in 1973, it was on 
the basis of extensive dialogue between 
management, the central union federations 
and their unit affiliates that the very notion 
of a bipartite forum was initiated. It was not 
impost by the management on the unions. 
Nor was the decision to launch the apex 
forum based on mere consultation with the 
unions. It was launched only after all major 
unions had agreed with management. It will 
be recalled that the HMS voluntarily with¬ 
drew from participating in the apex body, 
as it felt that at that juncture it did not com¬ 
mand sufficient representative strength in 
BHEL to merit a place on the forum. This 
seriousness of purpose that underlay the 
joint decision to .set up the apex body was 
shaped to some extent by a felt common 
need for the forum. 

To effectively integrate the organisation, 
to bring about uniform personnel policies 
and pay structures, to improve production 
processes and increa.se output, management 
required the active co-operation of the 
unions. A bipartite forum in which major 
unions were represented provided a decisive 
means to win this co-operation. A former 
senior personnel executive and a key figure 
in the participation effort, recognised, 
that (in) our nature of operations where the 
main manufacturing divisions were geo¬ 
graphically dispersed, in matters of person¬ 
nel and industrial relations, centralisation by 
way of developing personnel policies and 
decentralised implementation was necessary 
to avoid differences which would cause 
industrial relations problems. To ensure 
proper implementation of decisions taken, 
it was also felt necessary to have a parti¬ 
cipative forum created at the apex level, with 
members from the labour side reasonably 
representative of the large workforce.^ 
For the unions there was the need to 
acquire greater influence in the management 
of the organisation on a continuing basis. 
The idea for the forum had been suggested 
by the AITUC unionist Satish Loomba. 
Senior leaders of both INTUC and AITUC 
.were during the early seventies actively con¬ 


cerned with Krengthenidg the public sector, 
and contributing to the improvement of 
public sectOT functioning. The conviction 
was that the managing of the public sector 
could not be left just to the management. 
Unions too had to be involved. Mohan 
Kumaramangalam who encouraged unions 
to take such a stand placed the issue 
squarely. 

The old concept that production is merely 
a managerial function, and that workers have 
no role except to carry out the directions of 
the management, must be eliminated. In its 
place must come a conviction that the 
involvement of both officers and workers at 
every^ level in the decision-making process, 
particularly regarding production, is an 
absolute necessity if we are to make a turn 
in the public sector.^’ 

There were then divergent reasons which 
management and unions had for wanting to 
set up the apex forum. This and the fact that 
the decisions to initiate the forum was a joint 
decision, definitely contributed to minimis¬ 
ing during the early days of the forum, the 
typical problem of a multi-union situation. 
This was further facilitated by the demo- 
cratisation of representation to the forum. 

In January 1974 when the first wage revi¬ 
sion was signed in the JC, the unions which 
signed the agreement were either affiliated 
to the INTUC or AITUC, with the excep¬ 
tion of the non-afEliated union at lyichy. 
By the second wage revision in January 1980, 
the unions signing include not only those 
affiliated to the INTUC and AITUC. but 
also those affiliated to the CITU, HMS, 
BMS, DMK. ADMK, apart from non- 
affiliated unions. This process of change 
began shortly after the Hrst wage revision. 
The then participating unions recognised 
that if the forum was to enjoy greater 
legitimacy within the organisation, it was 
necessary that there be wider representation 
of unions on the forum, based on mutually 
acceptable criteria of selection. The Hardwar 
and Bhopal elections in late 1973 was a step 
in this direction. The elections were also a 
critical test of whether secret ballot could 
be conducted and the outcome implemented. 
For the whole issue of democratisation of 
representation hinged on the acceptability of 
the means by which the representative 
character of unions would be determined. 
This trend was reinforced when in August 
1977, the Joint Committee decided to 
dissolve itself. As discussed earlier, the 
reconstituted body, enlarged upon the seat 
allocation formula laid down by the out¬ 
going JC, and increased substantially the 
representation of unit unions on the JC. This 
process of democratisation based on secret 
ballot and check-off made it possible for 
multiple unions to Hnd place on the forum 
and co-exist. The participation of one union 
did not have to be at the exclusion of another 
the typical cause for bitter inter-union strug¬ 
gles. And representation was in proportion 
to strength. 

Another aspect which contributed to the 
viability of the forumon a multi-union situa¬ 


tion was that unit unions and central union 
federations were given separate representa¬ 
tion. By and large in our country, such 
distinctly sq»rate representation is not given 
to central unions. By providing for sqrarate 
seats for central fednations, central union 
leaders did not have to seek a place on the 
forum by being present as leaders of unit 
delegations, and thus reducing the total 
number of seats available to unit union 
leaders. This obviously enabled the leader¬ 
ship of central unions to bring to bear in the 
forum a more macro perspective on issues, 
which had they been present primarily as 
leaders of unit unions, they would have 
found more dif Ficult to purse Such a distinc¬ 
tion in representation appreciated the dif¬ 
ferent roles and concerns that central federa¬ 
tions would have as against unit unions. And 
in providing representation to both, the 
opportunity was created for enriching debate 
and dialogue 

All these actions contributed critically to 
minimising the complex contrary pulls of 
multiple unionism in the functioning of the 
forum. 

Is Parity Necessary? 

If the BHEL experience for the period 
under study indicates that multiplicity of 
unions is not necessarily an impediment to 
workers’ participation, it also debunks 
another assumption that there must be 
parity in representation between workers and 
managers in a participative forum. All the 
schemes formulated by the government 
specifically mention the need for parity. It 
is nearly as if, parity of representation is a 
defining characteristic of workers* participa¬ 
tion. The Lebermans put it well when they 
wrote, "The arguments for parity assume 
that only the workers need the psychological 
support of parity to participate effectively”.* 

I^ty of representation was never an issue 
in the composition of the Joint Committee. 
Rather as the years passed, the number of 
union representatives increased while the 
number of management representatives 
remained more or less constant. In the 
reconstituted committee there were forty two 
union representatives, while there were less 
than fifteen management representatives. 
This disparity in numerical representation 
between the management and the unions 
disturbed neither. In the life of the JC the 
issue of parity comes through as entirely 
irrelevant to the working of a participative 
forum. 

Collective Bargaining or Workers’ 
Participation 

Academics and practitioners in our coun¬ 
try generally tend to regard collective 
bargaining and workers’ participation as 
distinctly separate bipartite processes.^’ 
Interest related issues like wages, bonus, 
fringe benefits, are seen as matter for col¬ 
lective bargaining and work related issues 
like working conditions, canteen, produc¬ 
tion, optimum use of materials, etc, as fare 
for participation. Bargaining is seen as a 
process wMch involves interaction based on 
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the dynamics of unequal power, the use oi 
subterfuge and pressure tactics, the with¬ 
holding of information, and an absence of 
mutual trust. Qn the other hand participa¬ 
tion is perceived as a process involving free 
and frank sharing of information, discus¬ 
sions marked by understanding, and a 
problem-solving approach as agunst the 
bargaining style of ‘I win-you lose*. Going 
by such a divide what kind of a forum was 
the Joint Committee? 

If, by participation we mean to segregate the 
issues which traditionally fall under the pur¬ 
view of collective bargaining from those 
relating to production and productivity 
issues, then the participants in the parti¬ 
cipative forums may tend to become in¬ 
different and apathetic to the process 
resulting in ineffectiveness of the scheme. 
Therefore, we may have to consider that the 
representatives in the participative forums 
have to be drawn from the trade union which 
could also participate in discussions of col¬ 
lective bargaining though perhaps sitting 
separately.^* 

A surprising statement and more surprise 
that the author of the statement was an 
architect of the Joint Committee, none other 
than R N Srivastava, director, personnel. But 
then it was based on the experience'of the 
working of the JC. an experience which 
clearly defied the wisdom of the traditional 
rigid divide between workers’ participation 
and collective bargaining. The INTUC 
leader Raman ujam explains that, 
both sides agreed that the objectives, of this 
bi-partite forum at the national level is not 
to be limited to mere negotiations relating 
to wages, and other conditions of employ¬ 
ment. Its coverage was extended to produc¬ 
tivity, quality of goods produced, production 
targets, and other policies relating to the 
profitable running of the undertaking. Col¬ 
laboration agreements with foreign concerns, 
complaints by state electricity boards in 
respect of equipment supplied in BHEL, 
diversion ot orders by the government of 
India to exclude BHEL, etc, were also 
discussed by the committee. Thus the Joint 
Negotiating Committee (the' original name 
of the forum) stepped into a new and non- 
traditional sphere. It became an instrument 
for participative management at the cor¬ 
porate level. It therefore dropped the word 
“Negotiating” and became a Joint Committee 
—a form for participative management.” 
The JC did not segregate between work- 
related issues and interest-related issues. All 
manner of issues ranging from wages, incen¬ 
tives, bonus, job classification to plant per¬ 
formance payment, productivity standards, 
the resignation of a CMD, etc, were discus¬ 
sed in the JC. The difference lay in the 
quality of participation. On issues like the 
ofit of a CMD, collaboration agreements, 
user complaints about BHEL equipment, 
the essential style was one of information 
seeking by the unions, and information 
sharing by the management. Whereas on 
issues like promotion policy, recruitment 
plans, there was consultation. It must be 
poted that on those issues in which the JC 


only reedved information and/or was con¬ 
sulted, there were no decisions by the JC. 
Comments of the JC would be recorded. But' 
on issues like productivity norms, plant per¬ 
formance payment, the entire range of wage 
and benefit Issues, wage anomaly correc¬ 
tions, composition of the forum, etc, deci¬ 
sions were jointly taken by consensus. 

Different styles of participation were then 
practised in the JC. This and the considera¬ 
tion of both intoest-related and work-related 
issues was possible in the same forum, only 
because, the nature of participation was 
union participation in management. What¬ 
ever success the Joint Committee achieved 
was because this fundamental fact was 
recognised, that participation in the Indian 
context is not possible, unless and until 
unions are involved. In the statement of 
R N Srivastava quoted above, he makes the 
point that the effective functioning of a 
partidpative forum calls for union participa¬ 
tion. Though “workers' participation would, 
in its literal and nobler sense mean partidpa- 
tion of workers in management, a pragmatic 
approach immediately erndicates any such 
possibility in our schemes because of the 
inherent fear among trade unions that their 
roles may have to be underplayed and under¬ 
mined in the emerging important roles 
assigned to the participating workers.’’” 
And union participation in management it 
was, even providing for the partidpation of 
central union federations. As it was union 
participation in management, interest- 
related issues and work-related issues did not 
have to be artificially boxed into separate 
forums. In fact, this aspect of the experience 
of the JC, raises serious doubts about the 
validity of talking of workers’ partidpation 
in management in the Indian context. The 
particular features of the Indian context 
seem to lend greater validity to union parti¬ 
cipation in management. 

Is Consensus Possible? 

Union participation apart, the JC was 
able to discuss and decide on both interest- 
related and work-related issues because the 
process of decision-making was essentially 
a process of consensus building. Consensus 
is an often misinterpreted term. Pareek 
explains that, “Consensus does not neces¬ 
sarily mean unanimity. It means sharing of 
differences, listening to each other, and 
accepting the final choice inspite of the dif¬ 
ferences which may still exist.’’*' The pro¬ 
cess of consensus dedsion-making requires 
that members in a group have the oppor¬ 
tunity to state their point of view and pro¬ 
vide others a similar opportunity. Having 
stated thdr positions, tlw reasons for the dif¬ 
ferences would need to be discussed, analy¬ 
sed and understood. Based on such an 
understanding the group would need to 
generate alternative soulutions, evaluate 
these alternatives and work out the most 
acceptable solution. Through such a process 
of discussion and dialogue, the group 
reaches a group decision which is more 
readily implemented by m^bers as the pro¬ 


cess of dedsion-making provides for their / 
fullest participation. Even if particular 
members may not be completely in agree¬ 
ment with the decision, the fact of having 
fully involved in the process of decision¬ 
making and of being satisfied with their 
involvement, increases their willingness to 
commit to the decision despite differences. 

In the JC differences clearly existed, but 
no decision was taken on any issue, unless 
all concerned agreed. This meant that dis¬ 
cussions took more time, and the struggle 
for an acceptable decision often generated 
considerable beat. But this heat was evidence 
that the system worked.** As a union leader 
perceived it, “every agenda in the meeting 
of the forum is discussed at length by the 
participating unions... Sometimes a critical 
stage comes and no unanimous decision 
arrives. The meeting of the forum is 
adjourned for further discussions. In this 
process, both the parties come to a final 
decision taking more pain:’** When the 
members of the JC could not come to a 
mutually acceptable decision, they would 
postpone further deliberations on the issue 
for a later occasion. In the initial years this 
style did work. The decisions on wages, plant 
performance, bonus, secret ballot, check-off, 
etc, reflected such a style. But after 1980, the 
failure to reach consensus a second time on 
reconstitution and the means for determin¬ 
ing rqnesentative strength, did seem to erode 
the ability of the members to pursue con¬ 
sensus. For the willingness to persist with 
dialogue despite cleaving differences requires 
that members still sen.se a common purpose 
and are willing to collaborate within the dif¬ 
ferences to achieve a common mutually 
beneflcial goal. Measures like democratisa- 
tion of representation would contribute 
significantly to reinforcing such a group feel¬ 
ing and facilitate the movement towards 
group achievement. But when from within 
the group, original discrepant sub-group 
identities are more strongly asserted, than 
the concern for the larger group identity, the 
sense of group feeling and coherence is 
diflnitely eroded. Such erosion of group 
feeling in turn affects the willingness of 
group members to pursue dialogue and 
debate with other group members for con¬ 
sensus building. 

In the case of the JC till end 1979, signals 
from sub-groups (be it a union or the 
management repeatedly communicated a 
concern with larger group goals. But when 
in mid-1980 the JC failed to reach consen¬ 
sus on the issue of secret ballot and the 
dissolution of the forum for a second 
reconstitution, the actions signalled the 
return to entrenched political positions by 
member sub-groups. The perceptible impact 
on the JC of this hardening of positions by 
the unions was that between April 1980 and 
August 1982, the issue of reconstitution was 
raised five times and on every occasion 
discussion on the issue was not pursued for 
one reason or another. During the years 
subsequent to the period covered by this 
study, available data indicates that though 
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the JC continued to meet, and even a third 
wage settlement signed, the JC has been 
unable to fulfill its earlier role. The 
deterioration has been to this extent that a 
union from the Bhopal unit had gone to 
court two years back and procured an order 
instructing management to hold elections 
and reconstitute the JC. Even more recently 
another union has moved the Delhi High 
Court on this issue of non-payment of 
interim relief to lower level employees.,^ 
The inability to resolve issues in the forum 
has prompted the externalisation of issues. 
Ail this substantiates that, if a bipartite 
forum is not essentially representative in 
character, and not seen by the larger consti¬ 
tuency as representative, and if rigidities 
based on sub-groups identities inHuence and 
determine the positions taken in discussion 
and decision-making, consensus is not 
possible. 

The BHEI. experience has been unique in 
many ways. It is unfortunate that recent 
events indicate a sharp deterioration in the 
health of this forum and which in turn seems 
to be affecting the relational climate of the 
organisation. The continued avoidance of 
the recoin titution of the forum would 
imperil the existence of the forum. 
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Management Information System for 
Biogas Development 

A Dyal Chand 
U Natanjan 

This paper develops a Management Information System (MIS) for the national programme on biogas 
development. It first identifies the problems of the existing information system in utilising the data for decision 
making. Subsequently, the tasks that are related to planning, implementation and control of the bio-gas programme 
at the district level are enumerated and the prtxblems anticipated in the execution of the programme are identified. 
A graphic model of a MIS is then developed and its use as a tool in problem solving is illustrated. 


Introduction 

THE government of fndia launched the 
National Programme for Biogas Develop¬ 
ment (NPBD) in 1981. The programme has 
been given prominence in the Seventh Five- 
Year Plan. It has been included in the new 
20-Point Programme;' Biogas technology is 
more than .30 years old in India. Research 
and development was started by the Indian 
Agricultural Research Institute (lARl), New 
Delhi, in 1939, and extension work by the 
Khadi and Village Industries Commi^ion 
(KVIC) in 1%2. .Only one model, the KVIC 
plant with floating gas holder was in ex¬ 
istence for almost two decades. The Hxed 
dome Janata Biogas Plant was developed by 
the Gobar Gas Research Station, Ajitmal, 
a unit of the Uttar Pradesh state govern¬ 
ment. The technology was released by the 
planning, research and action division of UP 
government in 1978 for extension. Since then 
6,00,000 biogas plants have been con¬ 
structed.^ The Department of Non- 
conventional Energy Sources (DNES), 
ministry of energy, has been implementing 
the programme since September 1982.’ 

Nodal agencies established at the state 
level, are responsible for implementing 
the programme. The Rural D^elopment 
Department (RDD) is the nodal agency for 
M^arashtra state. The responsibility of ad¬ 
ministrative and managerial, control at the 
district level is.vested with the zilla parishad. 
At the district level, the department of 
agriculture was ^ven the additional respon¬ 
sibility for implementing the national pro¬ 
gramme for biogks development. 

Information System 

An information system is one of the 
essential elements of any programme; Each 
programme develops some information 
system to meet the information needs of 
decision maimrs at different levels.* 
Management Information System 

A management information system (MIS) 
is defined as an integrated system for pro¬ 
viding information to support operations, 
management and decision making functions 
in an oiganisation. The system utilises a data 
base, manual procedures, a model for 
analysis, planning, control, decision mak¬ 
ing and problem solving.^ A hianagement 
information system for the national pro¬ 


gramme for biogas development should ad¬ 
dress the need of providing a quantitative 
basis for decisions taken by the chief ex¬ 
ecutive offleer of the zilla parishad. 

Levels of Utilisation of Information 

In context with the national programme 
for biogas development, . information 
resources at different levels need to be 
utilised as shown in Chart 1. 

Integration of Information 

Individual components within an infor¬ 
mation system are generated and used by a 
diverse set of users. If there is no integrating 
process, the several information resources 
may be inconsistent and incompatible to 
managerial control. A single information 
system plan is required to integrate informa¬ 
tion resources from different levels. 

Finally a MIS for the national programme 
for biogas development requires the 
maximum possible simplicity. This would 
make it possible for the system <o be used 
by the diverse levels of users from those 
involved in transaction with benenciaries to 
higher levels of management involved in long 
term planning and policy making. 

MIS as a Decision Support System 

The most important application of the 
MIS is that it assists decision making. These 
decisions are required while planning for 
operations and managerial control and while 
searching for solutions.* 

Existing Information System 

The ousting information system at the 
district level is as follow; The block develop¬ 
ment ofHcer at the taluka level maintains a 
master register, which provides the follow¬ 
ing information: Plant owner’s name, size 
of the plant sanctioned, number of cattle, 
family size, etc. From this register, informa¬ 
tion is sent to the district level authorities 
for review at the monthly meeting. Dible 1 
is a sample of the information.reviewed by 
the zilla parishad on a monthly basis. The 
same information is sent to the ROD, 
Mantralaya, telegraphically and by post in 
the format gjven in ‘Bibiu 2. 

Information on the proportion of plants 
commissioned, reasons for non-commission¬ 
ing, proportion of plants functional, causes 
of non-functioning, the yield of gas of func¬ 
tioning plants, etc, does not exist in the pre¬ 


sent information system. The problems and 
constraints which are responsible for non¬ 
commissioning, non-functional or poorly 
functioning plants cannot be identifi^ and, 
therefore, timely corrective action is not 
possible. When this information is required 
it has to be collected through special surveys 
involving very high costs. 

Tlie present flow of data is as given in 
Chart 2. 

Information is reviewed during the 
monthly meeting by the chief executive 
officer, with the concerned departmental 
head, and the BDOs. The manner in which 
the (tata is compiled and presented makes 
it impossible for the district level manager 
(CEO) to take any decision for improving 
the quality of ihe programme. Several pro¬ 
blems exist in the utilisation of the data: 

(1) Lack of important information required 
for decision making. 

(2) Inaccuracy in data reporting. 

(3) Lack of infrastructure to check the ac¬ 
curacy of data. 

(4) Absence of analysis of data. 

(5) Poor presentation of data. 

(6) Absence of feedback. 

The need for a management information 
system for a programme of this magnitude 
to justify the resources used, for providing- 
a quantitative basis for decisions and for a 
scientific approach to problem solving 
cannot be over emphasised. 

Deveujpment of Management 
Information System 

A MIS for the biogas programme should 
primarily be used for providing a quanti¬ 
tative basis for decisions taken by a distria 
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level manager, for justifying the resources 
used, for facilitating timely corrective acfion 
and for monitoring the progratnma The 
sources of information for the management 
of the biogas programme ate, programme 
statistics or special studio and surveys. It 
is necessary that the data is presented 
periodically in such a way that it serves to 
identify operational areas where regular and 
periodic decision making is imperative 
The concern of the present MIS is to: 

(1) suggest a procedure for information. 

(2) identify information required for deci¬ 
sion making in the NPBD. 

(3) facilitate checking the accuracy of data 
collected. 

(4) suggest a procedure of data analysis. 

(5) suggest a simple but effective procedure 
of data presentation. 

(6) facilitate feedback on a tiniely basis. 
The requirements of the MIS would then 

be to: 

(a) prepare a comprehensive yet simple 
system for collection ot data which is 
less time consuming. 

(b) have an inbuilt system for regular 
validating of information collected. 

(c) have a system which gives a complete 
idea of the productivity of the workers 
and the quality of their work. 

(d) identify and quantify the problems en¬ 
countered in the implementation of the 
programme, and 

(e) facilitate regular and periodic feedback 
for taking corrective action on a quanti¬ 
tative basis. 

For a district level administrator (CEO), 
the information should be made available 
on a monthly basis in a manner, such that, 
decisions can be taken in the brief time 
available for review of the programme. 

Conceptually, the functions of the Held 
workers are planning, implementation and 
control. It is assumed that if all these func¬ 
tions are carrie'd out effectively, the outcome 
of the programme will be good. The biogas 
progamme <an become ineffective or in¬ 
efficient because of problems related to any 
one of the above three functions. Executing 
this programme at the district level imposes 
constraints which need to be identified and 
quantified, to enable the di.strict level 
manager to take decisions which will assist 
workers at different levels to perform these 


three functions as optimally as possible: Hms 
proposed MIS attempts to do this. 

Let us begin then, ^ identifying the tasks 
that are related to the planning, implemen¬ 
tation and control functions of the biogas 
programme at the district level, and the pro¬ 
blems that can be anticipated in the execu¬ 
tion of these three functions. 

Planning. Function 

The planning process proposed under the 
present MIS suggests the following steps. 
0) Cattle census: It is necessary for the 
manager to know what the cattle popu¬ 
lation in his district is and how it is 
distributed. 

(2) Scattergram of cattle census by villages 
and by talukas: A scattergram needs to 
be prepared showing the distribution of 
cattle by village and taluka. All the 
villages with large cattle population 
should be listed as potential villages. The 
targets given to a particular district 
should be distributed to different talukas 
depending on their cattle population. 

(3) In potential villages, individuals having 
more than five cattle heads should be 
identified as potential beneficiaries. 

(4) The number of potential beneficiaries 
who fit into the selection criteria are 
defined as feasible beneficiaries. 

It is from among these feasible beneficiaries 
the selection process must begin. 
Implementation 

The tasks that are related to implementa¬ 
tion are as follows: 

(1) Once the feasible beneficiaries are 
identified, the government must, un¬ 
equivocally, put the responsibility of 
motivation on the promoter at the 
village level. An information system is 
therefore required for determining the 
individual who motivated the bene¬ 
ficiary and will then be responsible for 
having the plant commissioned. The 
motivated beneficiary should be checked 
by a functionary of the panchayat samiti 
who will take the responsibility of pro¬ 
per selection. 

(2) After the beneficiary is selected, trained 
masons need to be deployed for con¬ 
struction of the plant. A master register 
of trained masons in the district needs 
to be maintained. 
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(3) The masons need to be supervised by 
competent functionaries according to a 
clearly stipulated supervisory schedule. 
An information system is required to 
ensure optimal level and quality of 
supervision. 

Control Functions 

The tasks that are related to control are 

as follows: 

(1) An information system is required for 
specifying the quality of construction, 
for example, the quantities of materials 
used, the ratio of mixture utilised-and 
the nature of supervision that went into 
the construction of the plant. The last 
variable is the most important, yet the 
most neglected. 

(2) . The information system should also be 

able to differentiate well constructed 
plants from those which either have 
wrong measurement or are left in¬ 
complete. 

(3) Soon after the plant is constructed it is 
necessary for it to be commissioned, it 
is becoming increasingly apparent that 
several of the construction problems 
such as cracked dome, cracked digester 
wall, foundation leakage, etc, are related 
to delayed commissioning of plants. It 
is imperative for the information system 
to determine which plants were commis- 


Table 1: Monthly Progress Report-Biogas Scheme, Month- 1987 Agricultural Department. Z P District X 


’anchayat 

lamiti 

Target 

Application 

Collected 

Last Current 
Month Month 

Total 

Appin 
Submitted 
to Bank 

Appin 

Sanc¬ 

tioned 

Appin 

Returned 

Appin 

Pending 

Plants Completed 

Last Current Total 
Month 

Plants 
Work in 
Progress 

[hluka A 

160 

15 

75 

90 

90 

30 

40 

20 

J5 

50 

65 

2 

bluka B 

150 

5 

134 

139 

139 

17 

20 

102 

5 

3 

8 

5 

Taluka C 

160 


7 

7 

7 

7 

— 

— 

10 

5 

15 

1 

bluka D 

160 

5 

— 

5 

5 

2 


3 

5 

20 

25 

1 

Ihluka E 

40 


— 

— 


— 





A. 

— 

Ihluka F 

14S 

5 

5 

10 

10 

— 

— 

10 

5 

5 

10 

1 

Ihluka G 

145 

1 

1 

2 

2 

— 

— 

2 

1 

19 

20 

1 

Ikluka H 

40 

— 

33 

33 

33 

— 

— 

33 

— 


— 

1 
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31 

255 

286 

286 

56 

60 

170 

41 

102 

143 

12 


Agricultural Development Officer, 
Zilla 'Psrishad, District X. 
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sioned optimally and those that were 
delayed- 

(4) Semal plants are well constructed and 
commissioned but do not become func-' 
tional. The information system needs to 
identify these non-functional plants. 

(5) Several plants even though functional are 
yielding half to one hour of gas. They 
are not functioning effectively. The 
information system needs to identify 
plants that have very poor yield. 

Model for a Management 
Information System for the 
biogas Programme 

For a district level manager to take deci¬ 
sions it is necessary that information regar¬ 
ding all the management functions of this 
programme are provided to him regularly on 
a periodic basis. The form in which this 
information is presented will determine 
whether the manager can take timely deci¬ 
sions for the proper planning, implementa¬ 
tion and control of the programme. 

It is obvious that between the task of iden¬ 


tifying potential benefldaries through the 
task of ensuring an effectively functioning 
biogas plant, there arts several tasks that need 
to be performed appropriately and with 
regularity. Constraints and pn^lems can be 
antidpa^Jp their execution. The proposed 
MIS ifIcDtines and quantifies these pro¬ 
blems, fadliiating a problem solving ap¬ 
proach. The proposed MIS presents all this 
information to a manager in a ^phjic form 
which makes periodic compilation and 
presenution of this data simple It also 
fadlitates easy analysis of the data, iden¬ 
tification of problems and corrective action 
on a periodic basis. 

Presentation of the Graphic Model 
In its simplest form the graphic presen¬ 
tation of the information is depict^ by a 
curve On the horizontal axis, is the target 
given to a taluka at the beginning of the yeaf. 
On the vertical axis are the various tasks that 
need to be performed by different func¬ 
tionaries for planning, implementing and 
controlling this programme ‘ 

The district level manager (CEO) expects 


200 plants targeted for construction in a 
taluka to be functioning effectively at the 
end of the year (assuming that the target for 
the taluka is 200 plants). Under ideal con¬ 
ditions, it would be expected that all 200 
potential benefldaries are ideally motivated 
and selected'. That 200 plants are con- 
struaed, optimally commissioned and that 
this leads to all 200 plants becoming func¬ 
tional and functioning effectively. This is 
possible only when all the management 
functions are performed adequately. Under 
such a hypothetical and ideal situation the 
graph would be a vertical line. However, 
under field conditions ail functions cannot 
be performed perfectly, and therefore, a ver¬ 
tical graph can never be expected. From one 
function to the next, because of cqnstraints 
and problem.s there is a continuous short¬ 
fall, as seen in Figure 1. 

In this hypothetical example, out of 200 
plants targeted for a taluka, it is found that 
200 applications from bcnen^iaries were pro¬ 
cessed. Of these, 120 bencfiaaries were feasi¬ 
ble; but 200 got selected, and 200 plants were 
constructed. Of these, the construction of 
180 plants could be completed. Of the 180 
plants completely constructed, only I3S were 
commissioned, and 90 optimally commis¬ 
sioned. 125 plants became functional, and 
at the end of one year only 20 were func¬ 
tioning effectively. With each successive task 
of planning, implementing and controlling, 
there is a gradual ind successive short-fall. 
Out of the target of 200 given to a taluka 
it was found that only 20 were functioning 
effectively. In a real life situation, as opposed 
to an ideal .situation, the graph appears 
cuTved as in Figure 1. 

During the annual review, a shift of the 
curve to the right indicates improvement 
whereas a shift to the left denotes deteriora¬ 
tion ih performance when compared to the 
previods year (Figure 2). 

If presented with a graphic information 
system for each taluka, on a monthly basis, 
the district level manager will immediately 
come to know which functions are not being 
performed properly and where. Let us 
assume that the district has four talukas each 
having an annual target of 200 plants. The 
district level manager will receive four such 
graphs as in Figure 3. These graphs will be 
maintained at the taluka level by AOs and 
BDOs. The information system is exactly the 
same as the one suggc.sted for district level 
managment. Cumulation of the taluki level 
Hgures will form the graph for the district 
level. A uniform system of reporting at the 
taluka and district levels will result in integra¬ 
tion, so that the diverse set of users have the 
same understanding. This will contribute to 
consistent managerial control at all levels. 
When accumulated, the graph for the district 
will, be depicted as in Figure 4. 

The district level manager (chief executive 
offleer) can find out at a glance the perfor¬ 
mance in each taluka as well as at the district 
level within the short time available during 
the monthly review meeting. Since the infor¬ 
mation will be analysed and reviewed on a 
monthly basis, timely corrective action will 
be possible 


Table 2: Format for Senoinc Information to Rural Development DEmsTMENT. Mantralaya 

Telegram 


AR DI D1 MANTRALAYA BOMBAY 



REFYOLET NO BGS 

/ cr 

dated 

/ /I987 (.) 



BIOGAS PROGRESS REPORT FOR 

MONTH (.) 


AA. 

(.) 

BB.. 

(.) 

CC.. 

(.) 

DD. 

(.) 

EE.. 

(.) 

FF.. 

(.) 

GG. 

(.) 

HH. 

(.) 

II.. 

(•) 

JJ.. 

(.) 

KK. 

(.) 




FARISHAO 

Agricultural Development Officer 
Zilla Parishad, District X. 

No 

ZPAAGRIL— /BGS/85/WS/ 
Office of the Zilla Parishad 
District X 

Copy by post in confirmation forward to Asst Secretary, Rural Development Department, Man¬ 
tralaya, Bombay for information. 

Agricultural Development Officer, 
Zilla Parishad, District X 

Code Monthly Progress Report/Biogas Details 

AA Construction completed Biogas plants. 

BB Construction completed Biogas plants IM^ to 3M' 

CC Biogas plants under construction 

DD Construction completed biogas plants 4M^' 

EE GANESH MODEL—Out of completed Biogas plants 

FF FERRO CEMENT - -do- 

GG Pragati Model — -do- 

HH- Fibre Glass model — -do¬ 
ll Lauine attached — -do- 

JJ SC/^T beneficiaries — , -do- 

KK Masons IVaining Classes conducted during month. 

LL Women haiRiiig Classes conducted during mmith. 

MM Refresher IVaining Classes conducted during month. 

NN JANATA MODEL—out of completed Biogas plants. 

o6 KVIC MODEt^out of completed Biogas plants. 


Table 3 

Problem Code: A 

B 

C 

D 

E 

F 

G 

H 

I 

Shortfall; 100 

300 

nil 

nil 

100 

123 

ISO 

nil 

230 
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Management Information system as a 
Tool for Problem Solving 

Problems can be anticipated in the plan¬ 
ning, implementation and control functions 
of this programme. The block development 
officer and agriculture oflker at taluka levels 
and the agriculture development officer and 
chief executive officer at the district level 
need to know the problems that arise on a 
periodic basis, to take decisions for solving 
them. The proposed Management Informa¬ 
tion System identifies quantitatively the pro¬ 
blems that arise between successive tasks 
that are performed in this programme 
Identification of Problems Resulting 
In Shortfall 

There are several problems between suc¬ 
cessive functions of planning, implementa¬ 
tion and control that can result in a short¬ 
fall. These problems have been identified by 
the codes A. B, C,... I as in Figure 5. The 
shortfall because of the problems identified 
is as in Ihble 3. 

The key to the problems identified is 
presented in Ikble 4. For example; any short¬ 
fall occuring between the target fix^ for a 
district and the number of applications pro¬ 
cessed would be identified by code A, which 
are (i) lack of motivation of beneficiaries 
and (ii) poor promotion by gram sevaks. In 
this hypothetical study the shortfall due to 
these problems was 100. Similarly the pro¬ 
blems identified by code B. caused a short¬ 
fall of 300 between applications processed 
and identiHcation of feasible beneficiaries. 
Code B stands for the following problems: 

(i) Non-availability of land 

(ii) Shortage of water 


j(iii) l^ortage of dung oue to few cattle 

(iv) Shortage of dung due to cattle grazing 

(v) No cattle 

(vi) Distance of cattle shed from the plant. 
A shortfall between identification of 
beneficiaries and rmmber of plants sanction¬ 
ed would be due to problems identified by 
code C, which is refusal of bank loans. In 
this hypothetical study instead of a short¬ 
fall, 300 non-feasible beneficiaries who 
should have been refused, were sanctioned 
bank loans. 

Quantification of Problems Resulting 
in Shortfall 

Ikble S gives a break up of the shortfall 
caused by different problems identified by 
problem codes A,B,C.. .1. For example, in 
this hypothetical study, a shortfall of 100 due 
to problems identified as A, were due to the 
following reasons; 

(i) Luk of motivation of beneficiary 45 

(ii) Poor promotion by gram sevaks 55 

Similarly, between applications process¬ 
ed and number of feasible beneficiaries iden¬ 
tified, the shortfidl'of 300 is categprised as 
code B. The break up of this shortfall due 
to different problems and constraints are as 


follows: 

(i) Non-availability of land.70 

(ii) Shortage of water.50 

(iii) Shortage of dung due to few cattle 120 

(iv) Shortage of dung due to cattle 

grazing. 30 

(v) No cattle. 18 


(vi) Distance of cattle shed from plant 12 
This management information system 
identifies problems which through the con¬ 
secutive functions of this programme leads 
to a sequential shortfall. 


Corrective Action for Problems Quantified 

In this hypothetical studK an example of 
the corrective action lequir^ is is follows: 
In problem code A, a shortfall of 100 could 
have been prevented with greater emphasis 
on education and motivation of tenefi- 
ciaries and better performance of the gram 
sevaks. Problems identified by code B which 
caused a shortfall of 300 could have been 
prevented with an improvement in the selec¬ 
tion of feasible beneficiaries by the gram 
sevaks and agriculture officers. Shortfall due 
to problems identified by code C could have 
been avoided if 300 non-feasible beneB- 
ciaries had been refused bank loans. 

Of tne beneficiaries who were sanctioned 
loans, a shortfall in the number of plants 
constructed would result because of lack of 
manpower or material or because of poor 
organisation. Of the plants constructed, if 
there are some where construction is left in¬ 
complete, it would be because of the same 
problems. Corrective action would be possi¬ 
ble only if an information system exists 
which provides details of number of masons 
deplo^, number of plants constructed in 
a camp, and the quantity, quality, and the 
dates when material was provided at site. 
D^ls of supervision must also be available 
to facilitate corrective action if necessary. 

Of the plants where construction is com¬ 
pleted, a few will not get'rommissioned. The 
factors responsible for non-commissioning 
of plants are identified by code F. 

(i) Shortage of dung. 

(ii) Shortage of water 

(iii) Lack of dung for initial filing 

(iv) Distance of plant from place of 
residence. 



MiMBLB nr PLAND 

Bconmnic and FbUtical Weekly 












Econpmic and Political Weekly November 28, 1987 


M-157 




Corrective action would involve supervi* 
sion of selection of beneficiaries. 

Of the plants that are commissioned, it 
is reasonable to expect some to be commis¬ 
sioned after long delays. These plants are the 
ones which are said to be not optimally com¬ 
missioned. The reasons for non-optimal 
commissioning of the plants are: 

(i) lack of motivation of beneficiaries. 

(ii) Poor promotion of gram sevaks. 

Corrective action involves greater em¬ 
phasis on education of beneficiaries and 
supervision of gram sevaks. 

Plants that do not become functional 
after commissioning are invariably due to 
installation or operational problems. Of the 
plants that are functional', those that are not 
functioning effectively are due to operational 
problems. These problems can be corrected 
by a maintenance system. A mobile main¬ 
tenance unit at the district level is a possi¬ 
ble solution. 

Once the block development officers at 
the taluka level and the chief executive of- 
fleer at the district level are provided with 
quantified identification of problems occur- 
ing .in the implementation of the national 
programme for biogas development, it is ex¬ 
pected that they will be able to take correc¬ 
tive action on a monthly basis. The manage¬ 
ment information system provides quan¬ 
tified information for problem solving, 
based on which a check list of possible cor¬ 
rective actions is provided; 

(1) Systematic planning will provide infor¬ 
mation to policy makers for feasible 
target setting for the district. 

(2) Training o f gram sevaks, village develop¬ 
ment officers and agriculture officers 
in processing applications from poten¬ 
tial beneficiarie.s. 

(3) Supervision of village-level promoters 
and panchayat samiti functionaries in 
proper selection of feasible beneficiaries. 

(4) Redefinition of fea.sibility criteria, and 
supervision of their correct application. 

(5) Involvement of banks and non-govern- 
ment organisations in supervising, 
and proper sanction of feasible benefi¬ 
ciaries for bank loans and government 
subsidies. 

(6) A clear cut schedule needs to be 
prepared for plants constructed during 
training camps. The maximum number 
of plants to be constructed and the 
minimum number of masons required, 
the time schedule for delivery of 
materials on .site, should be adhered to. 
if plants are left incomplete, the taluka 
and district level managers would know 
that the organisation of personnel and 
material resources requires corrective 
action. 

(7) The responsibility of getting plants 
commi.ssioned needs to be unequivocal¬ 
ly placed on the functionaries at the 
village and panchayat samiti levels, if 
plants are not commissioned on time, 
the manager should strengthen super¬ 
vision of these functionaries. It would 

„.ymSO retire users' education and train- 
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iiig to promote greater motivation of 
beneficiaries. 

(8) After commissioning, if the (dant does 
not function, or if it is not funaioning- 
effectively, attention wiil have to be 
given to the maintenance system ex¬ 
isting at the district level. Installation 
and operational probsims can be 
rectifled only if a dear policy and 
budgetary allocation for maintenance 
is made. 

(9) Even if the execution of the pro¬ 
gramme is optimal, the final outcome 
depends heavily on the beneHciaries 
themselves. A far greater emphasis is 
required on education and motivation 
of beneficiaries. 

(10) Training of all levels of zitla parishad 
staff, lead bank functionaries and non¬ 
government voluntary organisations in 
operationalising a standard manage¬ 
ment information system. 

The information system should include the 

Table 4: Kfy to Problems Identified 

Code Problems Identified 

I Operational problems 

(i) Pipe leakage 

(ii) Gate valve broken 

(iii) Defective stove 

(iv) Under feeding 

tv) Over feeding 

(vi) Stopped feeding due to non¬ 
availability of dung 

H Installation problems 

(i) Dome cracked 

(ii) Digester wall cracked 

(ili) Foundation leakage 

G (i) Lack of motivation of 

beneficiary 

(ii) Poor promotion by Gram Sevaks 

F (i) Shortage of dung 

(ii) Shortage of water 

(iii) Lack of dung for initial feeding 

(iv) Distance of plant from place of 
residence 

E Organisational problems: Lack of: 

(i) Masons 

(ii) Supervisors 

(iii) Construction material 

(iv) Water not available for 
construction 

D Organi$ptlonal problems: Lack of: 

(i) Masons 

(ii) Supervisors 

(iii) Construction material 

(iv) Water not available for 
construction 

C (i) Refusal of bank loans 

B (i) Non-availability of land 

(ii) Shortage of water 

(iii) Shortage of dung due to few 
cattle 

(iv) Shortage of dung due to cattle 
grazing 

(v) No cattle 

(vi) Distance of cattle shed from 
plant 

A (i) Lack of motivation of 
beneficiary 

(H) Poor promotion by Gram Sevaks 


following: 

(1) Scattergnun showing cattle distribution 
in the taluka, scattergram for identifica¬ 
tion of potential beneficiaries and poten¬ 
tial villages. 

(2) Roster of trained masons. 

(3) Require an information system to deter¬ 
mine the beneficiaries who have been 
motivated. 

(4) Tb identify the individual who motivated 
them. and the functionary who was 
responsible for checking the beneficiary 
for the final selection. 

(5) Letter of intent from the beneficiary, 
certifying that he has the necessary 
resources, i e, 

(a) Land, (b) sufficient dung, (c) access 
to water, and (d) finances before selec¬ 
tion. The'letter of intent must also be 
counter-signed by the promotor and the 
validator who makes the final selection 
on behalf of the government. 

(6) Information on construction and super¬ 
vision: This form should give the quan¬ 
tity of material used, the mixture em¬ 
ployed, the measurements used, the 
names of the masons, the name of who 
deployed the masons, the name of the 
.supervisor, the name of the agency who 
deployed the supervisor, the number of 
days of supervision and finally the total 


number of days to construct the plant. 

(7) Construction: Completion certificate: 
After the completion of construction, a 
completion certificate should be obtained 
from the beneficiary. 

IJS) Maintenance schedule: An information 
system should also contain a main¬ 
tenance schedule, which gives the status 
of the plant at any time, any installation 
or operational problems it may have, cor¬ 
rective measures taken and its impact. 
The maintenance formal would also 
specify whether the plant is functioning 
or not, and if functioning, it should 
specify the yield of the plant. 

This information system is now capable 
of giving ail the data that is required for 
a regular and periodic monitoring and 
management of the programme. It needs to 
be supplemented by a special survey to be 
done annually to evaluate the cumulative 
performance in a district. These annual 
special surveys must also study the impact 
of the programme on; 

(1) the utilisation of wood as fuel and 

(2) the utilisation of slurry as organic manure 

Appendix 

Definitions 

(1) Potential Village: Would be defined as 
those villages with the largest concentration 
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Table 5; Breakup of Shortfall Caused by DmnRENT Problems 


Management 

Proce.sses 

Quantitative 

Identification of Problems 
(refer Ikble 3) 



Tbtal ShottfaU 
from One 

Process to the 
Next 

Plants effectively 
functioning 

Problems 
code—I 


i ii iii iv v 

vi 

250 

Plants functional 

Problems 

code-H 

Shortfall 

50 45 60 35 25 

i i iii 

35 


>ptimally 

commissioned 

Problems 
code—G 

Shortfall 

nil 

i ii 


150 

Plants 

commissioned 

Problems 
code—F 

Shortfall 

65 85 

i ii iii iv 


125 

Construction 

completed 

Problems 
code—E 

Shortfall 

20 15 80 10 

i ii iii iv 


100 

Plants constructed 

Problems 
code— D 

Shortfall 

10 2S 50 15 

i ii ii iv 



Plants sanctioned 

Problems 
code—C 

Shortfall 

nil 



Feasible beneficiary Problems 
code—B 

Shortfall 

i ii iii iv v 

vi 

300 

Application 

proces.sed 

Problems 
code—A 

Shortfall 

70 50 120 30 18 

i ii 

12 

100 

Ihtgct 


Shortfall 

45 55 




of cattle. The first 500-600 villages with the 
largest cattle population would be con¬ 
sidered potential villages for the implemen¬ 
tation of the programme. 

(2) Potential Beneficiary. Any individual 
with more than 5 cattle head would be 
defined as potential beneficiary. 

(3) Feasible Ben^iciary. A potential 
beneficiary who fits into the selection 
criteria would be defined as feasible 
beneficiary (refer selection criteria). 

Selection Criteria: The government should 
come up with unequivocal criteria of selec¬ 
tion. The minimal criteria for selection 
should include the following: 

(a) Potential beneficiaries would have suf¬ 
ficient number of animals. 

(b) 1 f the animals aie grazed, only 50 per cent 
of the dung is available at night and 
therefore the potential beneficiaries must 
possess double number of animals as 
stipulated for a particular plant size, by 
the ISI. 

(C) There should be enough water in the 
villager 

(d) The potential -beneficiary should be a 
good risk for a bank loan. 

(e) The animal shed should be close to the 
beneficiary’s home. 


(0 The potential beneficiary should have 
sufficient land adjacent to his home for 
construction of the plant. 

(g) The size of the plant should be strictly 
in accordance to the amount of biomass 
(i e, dung and night soil) available to the 
beneficiary. 

(4) Tbrget. Number of plants stipulated for 
construction in that district in the year by 
the government. The district funher divides/ 
distributes the target for the year between 
the talukas in the district. In taluka where 
the feasibility is greater a larger target is fixed 
as compared to the talukas where the 
feasibility is low. 

(5) Application Processed: The gram 
sevak is expected to fill the required applica¬ 
tion for the bank loans and government 
subsidy for the plant owners motivated so 
far. Completely processed papers are to be 
forwarded to lead banks for sanction of 
bank loans. The responsibility for proper 
selection should be affixed on the individual 
who motivated the potential plant owner 
and received the promoter incentive. Such 
responsibility can be affixed only if an 
accurate reporting system is created for selec¬ 
tion of potential beneficiaries. 


(6) Sanctioned: It is necessary U»t dther 
a Z P functionaty or panchayat samiti func¬ 
tionary be given the responsibility of chedc- 
ing the potential beneficiaries to ensure that 
they fit into the selection criteria. The 
number of potential beneficiaries sdected by 
the concerned Z P or panchayat suniti afto' 
verifications of selection criteria, who are 
granted bank loans would be defined as 
sanctioned. 


(7) Constructed: Would be defined as 
those plants for which construction is 
undertaken. 

(8) Commissioned: A plant would be 
defined as commissioned if the plant owner 
has fed the digester with a mixture of 
biomass and water. 

(9) Optimally Commissioned: A plant 
would be defined as optimally commission¬ 
ed if it is commissioned within two months 
of completion of construction. It would fur¬ 
ther be defined as a plant commissioned 
with wet dung (fresh dung) over a maximum 
period of five days. This means that the 
entire requirement of feed stock for that size 
of plant is collected prior to the completion 
of construction of the plant so that tl)e plant 
can be filled within a matter of 3-5 days at 
the time of commissioning. 

(10) Functional: A plant is deHned as 
functional if it yields gas for any length of 
time. 

(11) Effective Functioning: A plant is 
defined as functioning effectively if it yields 
the stipulated number of hours of gas for 
the particular plant size. 

The ISI .stipulation of gas yield plat size 
is as follows: 

Size of Plant No of Expected Hours 
(cu m) of Gas/Day 


2 

3 

4 
6 
8 

10 


4 

5 

10 

14 

18 

23 


Notes 
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OD, Health Care and. Social Change 

Carol Hu 88 
S Srinivasan 


The health care system in India needs to become more accessible and affordable to the poor and the unreached. 
This process requires prioritising plans, funds, activities, etc, in accordance with the needs of the health of the 
poor and the marginalised. Organisation Development (OD), it is argued here, is a useful tool for this purpose, 
especially as OD literature has tended to focus on operationalisation of concepts like collaboration, confrontation, 
authenticity, trust, support 'and openness. 


ORGANISATION Development (OD) is 
about change. OD is a body of knowledge 
about planned change in oiganisations and 
other work-settings where people tend to 
converge to achieve certain agreed goals and 
objectives. The environment in which most 
organisations function today is constantly 
changing. Therefore organisations need to 
appropriately change to cope with the ex¬ 
ternal change. Secondly, organisations and 
systems may need to change because they 
function in a static environment or an 
oppressive environment. In this case both the 
organisation and environment would need 
to change. A third situation when change 
may be required is when the systems, struc¬ 
tures, processes and technology (SSPT) 
prevalent .in an organisation are inappro¬ 
priate to the goals (G) of the organisation. 
Sometimes goals may need to be changed 
to match the SSIH'. 

Most organisational development effort 
necessitates some change at one or more of 
the following levels: 

(1) Within the individual (intra-personal) 

(2) Between individuals (inter-personal) 

(3) Various groups in the environment and 
the organisation 

(4) Between organisation and environment 

The basic assumption of OD theory and 

Itiaetke is that change can be planned for 
and managed by an insightful diagnosis of 
Ihe-prevalent situation in the organisation 
and by suitable follow up action. 

TVaditionally, OD has placed a great deal 
of emphasis on the ‘laboratory approiich’ to 
learning. This approach has increasingly 
focused on ‘here and now’ processes, with 
simultaneous emphasis on feelings and emo¬ 
tions, as well as tasks, ideas and concepts. 
It also gives a very important place to the 
individual’s ability to give and accept feed¬ 
back about reality. The group is present to 
put together individual perceptions so as to 
form a workable plan of action for change. 
The group also is expected to provide emo¬ 
tional support and meaning to the individual 
especially in relation to work. It is because 
of these and other historical reasons ^hat 
there has been in OD quite frequent use of 
insights and tools from the behavioural 
sciences. 

Why OD IN HEALTH Care? 

The health care system in India, needs to 
become more accessible and affo^able to 


the poor and the unreached. The process of 
seeking health has to become a liberating 
process and not a dependency-creating one. 
This process also requires prioritising plans, 
funds, activities, etc, in accordance with the 
needs of the health of the poor and the 
marginalised. 

The major mode of delivery in allopathic 
health care has been through hospital based 
curative systems. However, any rational 
analysis of third world health care systems 
would lead one to conclude that hospitals 
and the medical culture they promote are 
quite at variance from the goals of com¬ 
munity health. Nevertheless it is a fact that 
enormous amounts of health resources have 
been (and continue to be) invested in the 
hospital system. Therefore instead of aban¬ 
doning the hospitals as useless it .seemed 
possible that through a process of planned 
change at the personal, interpersonal, orga¬ 
nisational and community levels hospitals 
can be made more community health 
oriented. It was envisioned that through this 
process, hospitals would ultimately devote 


a major part of their resources to the com¬ 
munity health approach of transferring, 
medical skills and management of resources 
to the community. (Even in a community 
health care system, we do need hospitals as 
referral centres for secondary and tertiary 
care). On a prioritised basis, emphasis in 
community health care will be on prevention 
of disease, and an enquiry into the roots of 
the disease-poverty cycle would be under¬ 
taken by those in charge of medical care. 

OD was seen by the Health Care Adminis¬ 
tration Education (HCAE) team as a useful 
tool for this change, especially as OD 
literature tended to focuston operationalisa¬ 
tion of concepts like collaboration, confron¬ 
tation, authenticity, trust, support, and 
openness. For instance, Wendell French' 
defined the objectives of OD as follows: 

1 to increase the level of trust and support 
among organisational members. 

2 to increase the incidence of confrontation 
of organisational problems, both withh 
groups and among groups, in contrast to 
"sweeping problems under the rug’’. 


Table 1: OD Interventions Classified by Two Independent Dimensions: Individual-Group 

AND Task-Process 


_ Individual vs Group Dimension _j_ 

Focus on the Individual Focus on the Group 


Role analysis technique 
Education: technical skills; also 
decisioq making, problem solving, 
goal setting, and planning 

Career planning 
Grid phase 1 

Some forms of job enrichment and 
management 1^ objectives (MBO) 

Life planning 

Process consultation with coaching 
and counseling of individuals 

Education: group dynamics, 
planned change 
Stranger T-group 
Third-party peacemaking 

Grid OO phase I 
Gestalt OD 
Ihmsactional analysis 


Ihchnostructural changes 
Survey feedback 

Confrontation meeting 

lhara-building sessions 
Intergroup activities Grid OD 
phases 2, 3 

Some forms of socio-technical systems 

Survey feedback 
Team-building sessions 
Interaroup activites 

Process consultation 
Family T-group 
Grid OD phases 2, 3 
Gestalt OO 
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3 to create an environment in which autho¬ 
rity of-assigned role is augmented by 
authority based on knowledge and skill. 

4 to increase the openness of communica¬ 
tions laterally, vertically and diagonally. 

3 to increase the level of personal enthu¬ 
siasm and satisfaction in the organisation. 

6 to find synergistic solutions to problems 


with great frequency. 

7 to inctedse the level of self and group 
responsibility in planning and imple¬ 
mentation. 

A typical OD process would start with the 
external/iniernai consultant assessing the 
readiness of the organisation for change 
(phase I), followed by formal entry, diagno- 


TABLE 2: INTERVENTION TVPOUXiV BASED ON PRINCIPAL EMPHASIS OF INTERVENTION IN RELATION 
TO Different Hypothesised Chance Mechanisms 


Hypothesised Change 
Mechanism 


Interventions Based Primarily on the 
Change Mechanism 


Feedback 


Awareness oT Changing or 
Dysfunctional Sociocultural Norms 


Increased interaction and 
Communication 


Confrontation and Working for 
Resolution of Differences 


Education through: 

(1) New knowledge 

(2) Sill practice 


Survey feedback 
T-group 

Process consultation 
Organisation mirroring 
Grid OD instruments 
Gestalt OD 

Ikam building 
T-group 

Iniergroup interface sessions 
First three phases of Grid OD 

Survey feedback 

Intergroup interface sessions 

Third-party peacemaking 

Organisational mirroring 

Some forms of management by objectives 

Iham building Tbchnostructural changes 

Sociotechnical systems 

Third-party peacemaking 

Intergroup interface sessions 

Coaching and counseling individuals 

Confrontation meetings 

Collateral organisations 

Organisational mirroring 

Gestalt OD 

Career and life planning 
Ikam building 

Coal setting, decision making, problem 

solving, planning activities 

T-group 

Process consultation 
IVansactional analysis 


Fahi f 4: Summary oi OD iNtrRVFNrioNs by HCAE Tfam 

1 Personnel dept is set up and functioning with statutory policies and procedures and a per¬ 
sonnel manager. (None existed before. There was little concept of statutory obligations given 
the nature of voluntary hospital histories.) 

2 Billing dept: Controls introduced. Collections toned up. 

3 Accounts dept: Financial controls, and better costing management. 

4 Pharmacy: Improved by functioning pharmacy and therapeutics committee, setting up of 
hospital formulary, getting unit dose set up, controlling drug leakage, etc. 

5 OPD; Reorganisation for easier patient flow and mutual communication. 

6 Medical Records: Reorganisation for letter and relevant information. (No organised pa¬ 
tient records existed before in many cases.) 

7 Maintenance; Preventive maintenance programmes, short-term, long-term training program¬ 
mes for health equipment maintenance. 

8 Inventory systems and procedures throughout the institution. 

9 Nursing: TVaining for new roles and team building and work-load studies. 

10 Manpower requirement studies. 

11 Top team management; Training for new roles, team biiilding, role analysis negotiations. 

12 Goals, Mission: Clarifleation of long- and short-term goals, and classification of philosophy, 
.socio-political analysis. 

13 Conflict resolution, process interventions, peace-making. 

14 Communication systems: Organisation development cells, departmental head meetings, joint 
department meetings, efforts towards more participatory management. 

15 Governing board: Value ciarirication, functional meetings, organisational restructuring and 
simplification. 

16 Personal growth: Growth .groups, team building exercises, etc. 


sis of the problem (phase II), implementa¬ 
tion, termination and self-renewing phases 
(phases III, IV and V). The range of planned 
programmatic activities in which client 
organisations and OD consultants partici¬ 
pate during the course of an OD programme 
are called OD interventions. IVio ways of 
classifying OD inteiventions are given in 
Ihbies I and 2.^ 

Health Care System Applications 

Over a period of 10 years (1973-84) OD 
was used as a major means to bring about 
change in hospitals by the health care ad¬ 
ministration education (HCAE) team at the 
Volunatry Health Association of India 
(VHAp. OD concepts were also applied at 
the level of socio-religious congregations and 
groups who were involved in hospital based 
or curative health care by and large (see 
Thble 3). 

We began with an initial visit to assess 
readiness of the staff Vo be involved in such 
an OD effort, outlining plans and setting 
dates for the initial diagnostic study (which 
preceded such OD efforts). We would iden¬ 
tify persons within the organisation who 
would be involved in the study and spoke 
with them. Then our external team would 
come and work with an internal team to con¬ 
duct the organisational diagnostic study. 
Depending on the size of the hospital, we 
would set the time, but usually would com¬ 
plete the study in a week, on the last day we 
would give a report to the top management 
and in some hospitals, to all the staff. We 
had a wide range of reactions—ranging from 
violent rejection of us and our work, to full 
scale acceptance and working through to 
achieve set goals. In several cases we advised 
closure. One hospitel did close, and after an 
interval of 10 years, was again reopened, 
with full scale professionalisation, a long list 
of specialists, and an alarming deficit which 
is snowballing. 

Most hospitals did improve after the study 
sometimes with our helfL and sometimes on 
their own. Examples of result of such im¬ 
provements rang^ from systems and pro¬ 
cedures to decision making processes, and 
structural reorganisations. We enumerate in 
brief in Dible 4. There are published and 
unpublished studies* and reports^ of these 
efforts. 

OD IN Health Care: Some Comments 

Our team saw OD in voluntary health care 
as one that would facilitate community 
health and social change. There are inbuilt 
challenges and problems in this approach of 
using OD techniques. For the problem situa¬ 
tion involved (and involves) 

—working through voluntary hospitals 
which are not ready and willing to mo^ 
beyond their walls into the wider' socio¬ 
economic and, political front. 

—sodo-political'change on die part of other 
power structures in the system like profes¬ 
sional elites, bureaucracy, etc The latter tend 
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Table S: Description and Characteristic World Views of Two Typologies of Persons/Oroups 


lype A: Organisation Person 

1 (M) Most goals related to 
socio-economic change in 
large systems can be 
achieved through formal 
organisations consisting 
of pro-active key individuals. 

1 (R) How do we affiect the poli¬ 
tical system, corruption, 
inter-class exploitation and 
domination and yet keep 
our formal organisation 
alive and sustaining? How 
important is it to preserve the 
organisation? 


2 (M) Organisations are efficient 
ways of achieving above 
objectives by using material 
and human resources econo¬ 
mically and effectively. 

2 (R) Are organisations really ef¬ 

fective and efficient in the 
long term? Of what use is 
creating small models of 
social Change? How can we 
trigger system wide replica¬ 
tion and transformation? 

3 (M) Professionalisation.of tasks 

is an end in itself and as a 
means it is highly desirable 
for achieving agreed objec¬ 
tives. 

3 (R) Professionals are more inte¬ 

rested in the task and their 
skills. How do we make them 
less task oriented and more 
aware of the broader pers¬ 
pective of why we do wjjat 
we do? How do we prevent 
technocracy creeping in? 
Can the professional ever 
enter into the skin of the 
oppressed? 

4 (M) Bureaucracy can be con- 

'tained and even avoided by 
appropriate MIS (manage¬ 
ment information system), 
creative operations research, 
team building, etc. 


4 (R) A great deal of formalisation, 
(with its concomitant burrau- 
cracy) Seems to be unavoida¬ 
ble as organisations grow. 
Professionals seem to hale 
this, but may be able to 
accept it as necessary for 
organisational discipline. 
Some-succumb and becoriie 
more passive. 


lype B: Movement Person 

1 (M) Most goals , related to 
socio-economic change in 
large systems can be 
achieved oi)ly through 
mass movements for the 
same. 

1 (R) How do we meet the 

short-term needs and suf¬ 
ferings of poor people? 
How long should they wait 
for radical duuiges? Should 
we in the short term help 
create formal organisations 
for supply of goods (drugs) 
and services (medical care) 
and other programme 
oriented activities? 

2 (M) Organisations are dysfunc¬ 

tional for the above objec¬ 
tives. Efficiency may have to 
be sacrificed for democracy 
and participation. 

2 (R) Are we practising true 

democracy or ‘guided’ 
democracy? Why cannot 
we be more openly directive 
and speeden up the process 
of consciousness-raising? 
Aren’t formal organisa¬ 
tions useful? 

3 (M) Professionalisation is con¬ 

trary to movement building- 
It tends to put off the weak 
and the oppressed from the 
movement. 

3 (R) Professional competence is 
often necessary for real 
accomplishments. How 
does one co-opt the profes¬ 
sional for the movement, 
without being co-opted by 
elites, and without appear 
ing to alienate the poor 
and the weak? 


4 (M) Bureaucracy stifles people- 
oriented movemmts and at 
best it is a necessary evil 
to be kept tightly under 
control. Cadre based self- 
discipline and obedience 
can lead to humane systems 
as an alternative to bureau¬ 
cracy. 

4 (R) The worst lype of bureau¬ 
cracy which movement 
persons face is the inner 
core group bureaucracy, 
resulting from the needs of 
the core group to hold on 
to position power. 

Should they condemn it or 
tolerate it for the sake of 
the movement? 

One result of emphasis 
on the non-formal, non- 


lype A: Organisation Person 


5 (M) Decision making should be 

' ideally participative (or 
according to progressive 
management theories) but 
pragmatic considerations can 
dictate otherwise. Pariici- 
patton can vary with compet¬ 
ence and maturity of fol¬ 
lowers (employees) for the 
‘good' of the organisation. 

5 (R) With emphasis on profes¬ 

sionalisation and goal achie¬ 
vement, decision making can 
become directive if not 
authoritarian. 

At the best of times partici¬ 
pation is limited to formal 
parliamentarism (after 
Braverman)—election of 
co-ordinators, taking deci¬ 
sions by ballot, etc. This hap¬ 
pens without change in world 
view of class-relationships or 
without the acquiring of ge¬ 
nuine skills/expertise by the 
weak. 

6 (M) Work is an important refer¬ 

ence point for individuals— 
for self-worth, peer esteem, 
status, etc. 

6 (R) Alienating nature of work 
becomes a difficult issue to 
explain away as also the 
inherent inequalities which 
competence related work 
generates. 


7 (M) Ibam work is great but indi¬ 
vidual talent and genius 
should also be allowed to 
blossom. 

7 (R) Great amount of hidden 

oiganisational and psychic 
enAgy is spent in balancing 
individual's (especially pro¬ 
fessional'?) need for creative 
space, team culture needs 
and organisational needs. 

8 (M) The organisation may at lesut 

publicly have humanitarian 
philosophy and one may 
critically question inequitable 
power structures. 


type B: Movement Person 

bureaucratic ideal is that 
there ate no formal systems 
of accountability and 
evaluation of members 
who undertake respon¬ 
sibility. Even the. concept of 
accountability for tends to 
get routine task's viewed as 
bureaucratic. 

5 (M) Participation in decision 
making is a desirable end 
in itself. 


5 (R) (In person-centred move¬ 
ments followers are ‘per¬ 
suaded’ hy force of per¬ 
sonality, recourse to ‘self- 
evident’ statements, histo¬ 
rical necessity, etc. Here 
followers feel the illusion 
of participation at some 
level or the other.) 


6 (M) Work is only a part con¬ 
tribution to the movement 
building ethos. 

6 (R) How does one encourage 

competence in work and 
work-related self-esteem 
without appearing to focus 
the individual more than 
the movement,' of other¬ 
wise accentuating inequa¬ 
lities? 

7 (M) Individual talent can 

blossom but not at the ex¬ 
pense of the team culture 

7 (R) Often tense situations result 

wherein the team- tries to 
assert itsdf. Individual self- 
actualisations contrary to 
team ethos is discouraged, 

. and worse discounted. 
How humane thm is the 
movement to individuals? 

8 (M) Confrontation of basic 

questions of inequality and 
injustice, especially as 
resulted to the goals of the 
movement, take priority 
over all other tasks and 
issues. 


(coftu/i 
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Table S iConidi 


lype A: Organisation Person 

8 (K) Often such questioning is not 

allowed if it results in rocking 
the organisational boat too 
severely. 

The Church, for some inex¬ 
plicable reason, becomes 
more important than the 
witness of the Christ. 

9 (M) Hygiene factors (social needs, 

safety and security needs, 
recognition, physical needs) 
have to be satisfied before 
motivators (like self-worth, 
esteem, self-actualisation, 
etc) can operate. 

9 (R) The leader/core group on 

their motivator trip forget 
hygiene needs of the lesser 
mortals. Often seen as, for 
instance, in salary disparities 
between top and bottom, or 
other denial of basic justice, 
in organisations fighting for 
social change. 

10 (M) Knowledge and data base are 

acquired to achieve organi¬ 
sational goals and objectives 
more effectively. There are 
large areas of knowledge and 
data which are objective and 
relatively politics-free. Know¬ 
ledge foi* knowledge's sake 
may be encouraged. 


10 (R) The above seems to result in 
spurious objectivity in social 
issues, and blurring of wider 
social implications of organi¬ 
sational goals. 


Type B: Movement Person 

8 (R) The above often results'in 

the austere, severe move¬ 
ment person type who 
tends to discount the im¬ 
portance of feelings as also 
other basic issues in life, 
art, science, technology, etc 
The ugly movement person? 

9 (M) Motivators and hygiene 

needs are both important. 


9 (R) In practice, members in the 

movement who draw 
energy from and operate 
on ideals, goals of the 
movement, and other such 
motivators seem to get peer 
esteem much to the dis¬ 
comfort of hygiene hungry 
members (see also point 12 
below). 

10 (M) Knowledge and data base 

generally relate to critical 
questions of political 
economy. Knowledge for 
knowledge's sake (as may 
happen in R and O wings 
of organisations) is not 
encouraged. Large areas of 
knowledge and data base 
are part of the politics of 
the issues. 

10 (R) May result in over labelling 
all professionals and pro¬ 
fessional knowledge as a 
vested interest and there¬ 
fore ill-equipped to use that 
knowledge to liberate 
people. 


lype A: Organisation Person 

Also can resttlt in target- 
oriented technocratic app¬ 
roach to social issues like 
immunisation, TB, leprosy, 
dams, gtc. 

II (M) Work and family life can 
have large areas of sepa¬ 
rate identity. Ideally, they 
are sought to be 'inte¬ 
grated'. 

11 (R) Often the integration is 

symbolic (viz, departmental 
picnics) and scratch the 
surface. This is because 
the ‘ organisation as such 
can get overwhelmed by 
agendas of oppression 
within families and com¬ 
munities. Dealing with 
these threatens to dilute 
the 'original' purpose of the 
organisation. 

12 (M) People will with good 

management ‘own’ organi¬ 
sations and feel loyal to it. 


12(R)ln practice, individual 
agenda like salary, career, 
status tend to dominate per¬ 
sonal conversation—especi¬ 
ally now after the entry of 
professional, career oriented 
development workers. So 
‘success’ of the organisation 
is a preoccupation of a few 
key individuals only. Never¬ 
theless there are exceptional 
individuals who appear to be 
working out of pure 
commitment. 


lype B: Movement Person 

May also result in lom- 
anticisatjon of people’s 
traditions, beliefs, tradi¬ 
tional medicines, etc. ■ 

11 (M) Work and family life 
(and for some love life) 
are aspects of the move¬ 
ment ethos. (There is no 
such thing as separate work 
life.) 

II (R) In practice, the above 
view can alienate mem¬ 
bers from the movement, 
without they being aware 
of it. Tends to result in 
uniformity of world view 
with a possible low tole¬ 
rance of variety and lack 
of interest in cultivating 
versatility. 


\HM) Individual vs movement 
Questions of maturity 
and success of movement 
and related goals and ac¬ 
tivities of the individual 
need to be constantly ex¬ 
amined for vitality and 
authenticity of movement. 

12 (R) Material/hygicnc needs of 
the self are either suppres¬ 
sed or seen as of little sig¬ 
nificance to the maturity of 
the movement. Questions 
of career pattern and life 
plan of individual in move¬ 
ment tend to be viewed as 
inappropriate and irrele¬ 
vant or at best viewed 
uncomfortably. 


to support the medical elite and its privileges 
or at least involved in power conflicts for 
reallocation of privileges. 

—change in the deep-rooted beliefs of 
people regarding their ability to challenge 
oppressive, inhibiting forces. 

Hospitals have all kinds of resources con¬ 
centrated in them. When such accumulation 
of resources occurs at one point, people who 
control the resources, tend to accumulate 
more scarce resources. It also leads to 
bureaucracy, and a culture which tends to 
exclude weak people, poor people and 
people who do not have access to knowledge 
and money. The hospital based system also 
becomes hierarchical with doctors at the top 
of the hierarchy. Doctors are part of the 
modern medical system—a system which is 
self perpetuating, in that other elites and 
privileged people in the system also tend to 
benefit from this to the exclusion of the 
poor. 

Even health for all and primary health 


care are increasingly being seen as areas of 
extension for hospitals and specialised 
medical knowledge. The medical profession 
itself has historically proved to be one of the 
most resistant to change—change towards 
increasing openness, team work and demy¬ 
stification. Even if individual doctors 
change, the medical system is resistant to 
change because of enormous vested interests 
in terms of money, power and status. For OD 
to be successful, it requires trust, openness 
and ability to feel equal on the part of all 
members of the medical health system. 
Often we have found this only in isolated 
individuals in the medical system, who do 
not by themselves have the power to over¬ 
come the enormous forces of resistance 
offered by the medical profession. 

The medical model of health care either 
(through hospitals or through the PHCs) has 
inbuilt aspects that tend to inspire a feeling 
of powerleiisness and dependency on the part 
of the patient. In a pqpr society, people have 


other explorative forces like dominance by 
the haves, and dominance related to male 
chauvinism, higher castes, etc. The medical 
model tends to reinforce these oppressive 
feelings. OD techniques at their present level 
of sophistication are probably not equipped 
to question these other oppressive forces and 
traditional belief systems. The roots of 
people’s beliefs are intertwined with people’s 
world-views and existing socio-economic 
realities, lb some extent it can be said the 
OD model has its basis in an implicit faith 
of people willing to change by defreezing 
processes. The defreezing would come about 
by group processes like TA, T-group, gestalt, 
process consultation, or role analysis, survey 
feedback, etc. Basically these tend to be 
effective, in our experience, in individuals 
and groups who belong to an organisation 
broadly subscribing .to the same broad 
paradigm of ecotiomics, politidk, have-have 
not and nule-female dynaitiics. In issues 
involving [larticipatory health and social 
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change; worid views of various groups an 
quite different and complicated and it is 
doubtfid whether they can be changed 
through short-term and medium-term group 
dynamic processes per se. 

OD (and probably much of current 
management theory) tends to under¬ 
emphasise that people and situations are 
political in content and context and espeda^ 
the fact that management of health care 
change is inextricably intertwined with the 
politics of poverty and underdevelopment. 
Dealing with these forces explicitly tends to 
thread the survival and maintenance func¬ 
tions of hospitals, PHC systems as well as 
most organisations which are either well- 
established or have their roots in the 
establishment. 

We have observed that the techniques of 
OD, as known in OD literature, tend to be 
most compatible (and therefore has a higher 
degree of success/effectiveness) with persons/ 
groups of lype A as contrasted to those of 
lype E In Ikble 5, we identify some descript 
and characteristic world views of both 
typologies. For easier identification, we’ll 
call them organisation persons (IVpe A) and 
movement persons (Type B). 

Both types and the respective world views 
are somewhat idealised myths. Real life 
events pose to the respective world view 
holders several contradictory instances of 
these respective world views. Actual work 
process for both types of individuals is an 
attempt to resolve (or suppress, in some 
cases) the tension between the desired myths 
and beliefs (M) and the real life contradic¬ 


tion (R). In Ikble S, we outline both aspects 
(M and R). It should also be noted that in 
djBvelopment work, tension often arises 
because of presence of Type A and Type B 
persons in the same work setting. In Ikble 
5, we have described ‘R’ as a set of posers, 
doubts, which individuals belojiging to the 
respective typologies face. The list is only 
illustrative and not exhaustive. 

Some questions that can be posed at this 
stage are; the strengths of OD theory and 
practice have relevance for mass movement 
persons, especially with regard to health 
care? What alternatives in terms of social 
action does one have for a mass movement 
related to health care? 

Let us take the former question. The 
answer from our experience seems to be that 
the strengths of OD are certainly relevant to 
movement persons. Activist groups in India, 
for instance, who can be identified with 
movement person collectives, have many a 
time split bKause of insufficient apprecia¬ 
tion of inter-personal and inter/intra group 
feeling process.* In some activist groups 
awareness of such processes has not led to 
the logical goal of team-building or move¬ 
ment building, because of absence of con¬ 
crete process skills which (^practitioners 
in contrast tend to have. (Tliere are also seme 
austere activists, who consider such feeling 
level process interventions a luxury for the 
movement!) Probably we are historically too 
close to the post-1970 phenomena of volun¬ 
tary work/activist work.* But it does seem 
a paradox that persons who believe and work 
for the strengthening of people’s unity. 


cannot themselves be united. This is a 

challenge to the assumption and values of 

OD theory and practice. 

Note# 

1 French Wendell, ‘OD: Objectives, Assump¬ 
tions and Strategies’, Cal{fi>mia Mmagemeni 
Rtview, Winter 1969, p 24. 

2 French, Wendell L, “Organisation Develop¬ 
ment", Prentice-Hall of India, New Delhi, 
1983. 

3 Huss, Carol: “A Study of Planned Organisa¬ 
tional Change in the Structure and Function¬ 
ing of Indian Hospitals", VH Al, New Delhi, 
1975. 

4 SrinivBsan S, (ed): “Management Process in 
Health Care”, VHAI. New Delhi, 1982. See 
case studies in chapter on team building. 

5 Abad Ahmad, De et al, “Developing Effec¬ 
tive Organisations", Shri Ram Centre for 
Industrial and Human Resources, New 
Delhi, 1980. See pp 109-36, 'OD Programme 
in Smith Memorial College and Hospital'. 

6 Unpublished case studies and reports: BACH 
Hospital, Nirmala Hospital, Father Mullers* 
HEMAT Report, etc Also see report of an 
evaluation of 7 batches of the 2-year cor¬ 
respondence course in health care manage¬ 
ment (VHAI). 

7 Annual OD seminars were organised by the 
authors and their team members from 
1976-1984. Details are available with the 
authors. 

8 We are not saying activist groups split only 
for these reasons. We are referring to the 
simplest case of splits occurring among 
ideologically close groups. 

9 Tb understand the various forces at play in 
activist work. 
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The Plains Man’s Burden 

Arun Sinha 

The question of tribal separatism is increasingly coming to the 
fore. Sometimes it is raised with a profound sense of alarm as if 
there were a revolUand the army ought to be marched in to crush 
it; at other times it is raised with voyeuristic amusement at the 
tribals' quaint customs. Both these attitudes are humiliating to 
the tribals. 


IN a Mundari song, this mysterious news 
is brought to the girl by her saheli (girl 
friend): 

In the middle of the Ganges, 
at the centre of the ocean, 

Twelve Goswamis arc sitting; 

In the middle of the Ganges, 
at the centre of the ocean. 
Twenty-two Brahmans arc presiding. 
The girl gets curious and anxious and asks 
her saheli: 

Twelve Goswamis are sitting. 

What arc they doing, dear? 
TVventy-two Brahmans arc presiding, 
What are they saying, dcai? 

The saheli is a bit surprised that the girl 
docs not know. She tells the girl 
Ka ci gaiinko udubailmea, 

Sidaren galimko haribohamP. 
meaning 

Didn’t they tell you. my love. 

They are holding a funeral lor your first 
lover., 

Hidden in this sung arc no politics or 
deeper meanings. A simple poem it is, like 
other Mundari g\T\-saheli rhymes. It is 
usually of the girl’s lover that the two talk, 
of his qualities and exploits. The saheti 
brings the news from the world where the 
girl assumedly cannot go. In this way, they 
are getting to know the world together. 
Sometime ago, they came to know the 
flowers and the trees; yesterday, they 
discovered the source of music in the 
mountains; and today, the reason for the 
Brahmans assembling at the centre of the 
ocean. There is a funeral, and this is the 
funeral of the first love. Living no more, 
lost forever, is the purest love, the elemen¬ 
tal passion, that is. Nature herself. The 
world can never again be the same. Not 
the priest of the clan, the pahan, as the 
tradition was, but the Brahmans are now 
presiding over tribal funerals. 

The question of tribal ‘revivalism’ is 
very often raised both in the media and 
in academia. Sometimes it is raised with 
a profound sense of alarm, as if there was 
a revolt in that corner and the military 
ought to march at once to crush it. Some¬ 
times it brings a mixture of exotica and 
fantasy: ‘Pre-marital sex is very common 
among the... tribe, who still reside in the 
fastnesses of hills and amid the beauty of 
NatureJ (We must also blame the anthro¬ 
pologists for peeping too often into the 


‘dormitories’.) The deep alarm and the 
voyeuristic amusement are the two ex¬ 
tremes of the response of the stronger 
culture towards a supposedly weaker 
culture. The one wants the weaker culture 
to fade out, the other wants to preserve 
it as a honeymoon ornament. The one 
sees it as a danger, the other as a variety 
of pleasure. One hates, the other patro¬ 
nises. And both the sentiments presume 
that the tribals are inferior. Both attitudes 
are humiliating. 

Says Romila Ihapar: “In the interac¬ 
tion between the aryans and the mlechha 
tribes thcie was a ‘mutual appropriation’ 
of the cultural elements.” True, perhaps, 
of the long past. Mutual no more is the 
appropiialion, but stiktly one-way. 
Aryanisation, brahmanisation, sanskriti- 
sation, modernisation, civilisation—-give 
the tragedy any name; preside over the 
funeral of the culture of the tribes with 
whatever hymns you wish. That is your 
will. Because this is your world. Yet, wait. 
Listen. Some sounds come floating in the 
air. Perhaps the tribals have not stopped 
singing and dancing. Dikul DikoooU 
What are they saying? They are saying 
that they, too, had at first not understood 
the word mlechha. Says Thapar: 
“Mlechha specified one who spoke an 
alien speech, had a different physical 
appearance and was ritually not pure” In 
the idea of mlechha. the basic delerininani 
was ritual purity. Whereas diku had a 
political deftnitioo. Not just foreigner; the 
tribes were not xenophobic. Nor did it 
apply just to foreigners with alien speech. 
In that ca.se, the Mundas would not have 
accepted the Oraons, who migrated to 
Chotanagpur centuries aftci them and 
spoke a language the Mundas did not 
understand. Only those were called diku 
who were not only aryan in appearance 
but also carried along with them the vedic 
culture and all its secular ambitions. 

CtVJLISINCJ MtSStON 

Even today the proce.ss is described as 
a civilising mission. But where have the 
missionaries actually been? Well, in the 
midst of the population. What for! 
Rudyard Kipling’s poem, ‘Pharaoh and 
the Sergeant’, illustrates the point: 

Said England unto Pharaoh, 


‘1 must make a man of you. 

That will stand upon his feet 
and play the game* ...’ 

And she sent old Pharaoh Sergeant 
Whatisname... 

And left ’em in the desert making friends. 
The consequence of the Sergeant’s mis¬ 
sion was the squeezing of Egypt. 
Remonstrates Kipling, 

And we must not raise the money. 
Where the Sergeant raised the dead... 
The civilising mission was a mission of 
appropriation and aggrandisement. 
About this process who can tell us better 
than the poet from the land with the most 
gigantic civilising missions ever? Goes on 
Kipling in his ‘The White Man’s Burden’: 
lake up the White Man’s burden— 
Send forth the best ye breed— 

Go bind your sons to exile. 

To serve your captives’ need; 

To wait in heavy harness. 

On fluttered folk and wild— 

Your new-caught, sullen peoples, 
Half-de\il and half-child. 

And all that the taking up of the burden 
means is: 

To seek another’s profit. 

And work another’s gam. 

Both the plains and the plainsmen gain¬ 
ed and gaiitcd as the tribes were losing and 
losing. There were losses in a .society to 
which loss was not knots n. For in the 
tribal society nothing ever was lost. Even 
death made no loss. An ancestor dead was 
only an ancestor disembodied; he lived on 
and paid visits to the family, blessed them, 
protected them. The family kept a rock 
slab where his remains were buried; the 
slabs were live links in the ancestral chain. 

In the cosmogony of the Chotanagpur 
tribes, there was no heaven or hell. There 

f 

were two worlds, one which the tribes 
lived in and another where the spirits 
lived. But the two worlds were not walled 
off from one another. A spirit was a being 
independent of matter and will and 
human cognition. It dwelt in the hut.s, in 
sti earns, ponds, rocks, trees, forests and 
fields of the villages. The spirits do not 
e.\ist. yet they do exist, they arc not, and 
they are. And they are for giving men joy 
and prospeiity, foi showering them with 
beneficence. Among the spirits there i.s a 
hierarchy, at the top of which is the 
supreme spirit (singbonga for the 
Mundas, dharmes for the Oraons), It is 
the supreme spirit that piesides over the 
universe. For the obligation to the bene¬ 
ficence of the spirits the men have to keep 
worshipping them by holding sacrifices 
and by drinking, singing and dancing. 

There is a child like simplicity in this 
conceptualising of the universe and the 
phenomena. Yet, does not it prove that 
even the aboriginal could think and con- 
ceptuah.se? He looked at the phenomena 
and asked himself questions; he won- 
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dered. pondered and summed up his 
thoughts and experiences; he created 
spirits which were not like him but free 
beings ruling over the world. In creating 
the spirits the tribal had, in reality, created 
just one single spirit: the spirit of inquiry. 
That was something within himself. No 
one could take it away from him. Not even 
those who destroyed his system of produc¬ 
tion and distribution and transplanted 
newer and newer political economies. 

CuiTURAi Invasion 

Say the anthropologists: Blame, if you 
can, who else but the king of the Chota- 
nagpur tribes for the cultural invasion? 
The Brahmans he brought, the merchants 
he brought, the plainsmcn-guards he 
brought, the kshatriya wives from the 
plains he brought. If a tribal king wanted 
no more to remain a tribal king but to 
become a real kshatriya maharaja, how 
are we to blame, man? Hindus, sikhs, 
muslims; priests, traders, durbar officials, 
guards: the population was supposed to 
support them. But how? The tribes were 
not a subject population. They had divi¬ 
ded them.selves up into confederations of 
villages, and each confederation was its 
own master. The only kindness the con¬ 
federations showed to the king was to give 
him some supplies as gifts to support his 
household and the court. The king had 
no right to land. There was also nothing 
like rajhas or crown land, so how would 
the king pay the dakshina and salaries to 
those he had invited to settle in his land? 
The concept of lax or rent did not exist 
here. The only way be could was by giving 
up his customary supplies from some of 
the confederations in favour of the set¬ 
tlers. The chief of the confederation thus 
forfeitetfby the king would send the sup¬ 
plies to the concerned settl^. That did 
disturb the situation, but not too much: 
the sanskritisation of kingship and the 
presence of elements from other cultures 
were barely affecting the structure of the 
tribes or their beliefs. So far, if anyone had 
changed it was the king. And changed was 
the settler; he had broken the vedic canon 
to the extent not only of visiting the 
nik'chha-desa but of coming to live his 
whole life here. He had broken the canon 
because for him in those mughal times 
there was not much to depend upon back 
home in the plains. 

Yet, the settlers, coming from regions 
where, by then, taxes were part of life, did 
not understand the business of voluntary 
supplies by the peasants here. So, when 
the Britishers came hunting for wealth 
from the peasants, the settlers made their 
excellent allies. The Britishers made them 
farmers of rent. Down the throat of the 
tribals the foreign concept of rent was 
forced. With thi.s, the community right to 
land came to be questioned, for the right 
to farm rent presupposed the farmer’s 


right to land. In due time, the rent farmers 
asserted their claims and took over the 
lands in accordance with the British laws. 
And behaving like the /amindars of the 
mughal regions, the rent farmers began to 
enjoy, in addition to rent, also the benefits 
of forced labour and a thousand types of 
gifts and extra levies. 

The tribes were under attack. Who 
could have helped them? Where had the 
beneficent spirits gone? No, they still 
believed the beneficent spirits had not 
abandoned them. What had happened 
was that cettain malevolent spirits had 
also come into being in the universe; they 
were the source of all contemporary trou¬ 
ble. Start worshipping also.the malevolent 
spirits; propitiate them, offer them fowl 
and animals, implore them to go away. A 
new adaptation to their cosmogony—a 
fuller knowledge of the phenomena of the 
universe. 

BARtiAiN wiiH I itK Missionary 

The tribals were constantly inquiring 
into and exploiing and forming ideas 
about the new things they were faced with. 
From the period of their encounter with 
the British, one finds a distinct turn in 
their attitudes to socio-cultural life. They 
.show tremendous pragmatism from them 
on. As a peasant community, they must 
have been pragmatic from the beginning, 
but in the cultural sphere this aspect of 
their social character- gets to become 
stronger during the British encounter, 
which hid within itself also the diku 
encounter. The tribals’ primary concern 
was the continued existence of the con¬ 
federation of the kin-community based on 
common rights to the land cleared of 
forests by their ancestors. In oroer to keep 
this alive any adjustments could be made. 
They carried on with their adaptations 
even when the community’s relations to 
ancestral land were being severed. Quite 
a few Oraons accepted Bhakti and gave 
up the old form of religion. Then, after 
the Lutheran missionaries had stationed 
themselves in Ranchi for five years, four 
Oraons. all believers in Bhakti. became 
their first group of converts in 1850. I hc 
four Oraohs, who came from three dif¬ 
ferent villages, went back home and 
brought the other members of their 
families and kinsmen for baptism. Thus 
started the race for baptisation. The 
Lutherans had made the conversion con¬ 
ditional: The converts were to stop 
worshipping the spirits cr offering 
sacrifices to them; they were to stop 
dancing and drinking for ever; and all 
were to gather at the chapel for service 
every Sunday. Impossible things the 
Lutherans were demanding, but the tribals 
accepted them all. How could this hap¬ 
pen? Answers Fidelis de Sa, the Goan 
Catholic cleric, whose book, “Crisis in 
Chotanagpur’’, is .perhaps the best work 


on mission activities in I9th century 
Chotanagpur: 

In the missionaries, the people found sym¬ 
pathetic listeners. Tb the unsophisticated 
aboriginal the fadt that these Europeans 
showed interest in them, whereas the British 
officials seemed to be against them, counted 
for much. The missionaries listened patiently 
to the complaints of the people. They saw 
the people were in need and helped them. 
They advised the people about the intricacies 
of the law, told them to take their complaints 
to court and use legal means to obtain justice 
and found good lawyers to fight their cases. 
The people acted on their advice. What was 
more, they won several of their cases. They 
returned home jubilant and told their fellow 
tribesmen of their success. Soon it was felt 
that when the Christians went to court they 
were more uniformly successful than those 
who had not changed their religion. 

BIRSA MUNPA MOVhMFNT 

Under the circumstances, only the white 
European missionary could help them 
from the excesses of the rent farmers: the 
missionary, by virtue of being a European, 
could go and personally explain their 
cases to the magistrates and officials. You 
had to accept their conditions if you 
wanted their help. The tribals were only 
being pragmatic. They had not lost sight 
of their goal. Even the great waves of con¬ 
version had followed certain patterns, 
.some manifest, some hidden. Very often, 
whole families and kin-groups got them¬ 
selves baptised. The family or kin-group 
was with whom every tribal had, since 
ages, shared the fruits of the land and 
labour, the sacrifices, the worshipping of 
ancestors, the singing and dancing. With 
everyone in the village of the same, even 
if new, faith, they could continue to exist 
as a solid community (which could also 
mean camouflaged continuing of the 
pagan practices). Just as the missionaries 
had made their assistance conditional so 
had the tribals, secretly in their mind.s, 
made their faith conditional. As long as 
the European padres were helping them, 
it was all very fine. But a time came when, 
because of certain factors, the missionary 
help ceased or fell short of expectations. 
So the faith broke down. The Lutheran 
converts left to join the Catholics, and 
Christians of all denominations defied the 
clergy to support the sardar agitation, 
which the tribal chiefs (sardars) had 
started for, among other things, the 
recognition of the kin-con^derations as 
dominion units under the British crown. 
The faith came full circle with the com¬ 
ing, sometime later, of the Birsa Munda 
movement. The movement turned against 
the missions, and even involved attacks on 
the buildings and persons of the clerics. 

Birsa Munda founded his own faith. 
Conditions were very chaotic and unstable 
then. There was too much coming and 
going among the faiths—the old religion. 
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Christian sects, the hindu sects. The prin* 
ciples of pragmatism were not proving 
very successful, yet they continued to be 
followed. But with the goal becoming 
more and more distant, the tribes also 
showed tendencies of associating the other 
faiths with superiority. The superior 
people must be having superior religions, 
a much surer way to ,Lhe supreme being 
and happiness. Birsa represented this 
tendency of fighting the stronger cultures 
with their own weapons. There were 
elements from chri.stian and hindu .sects 
in his faith. His laws were: Do not worship 
spirits or offer them sacriHces; do not eat 
non-vegetarian or impure food or drink 
liquor; observe Thursday as weekly holi¬ 
day, devoting it to worship; wear the 
sacred thread; take your meal only after 
bathing, and so on. Those who followed 
Birsa accepted all these conditions, lor in 
him they saw the greatest promise ever of 
return to the age of the kin-confederations. 

Wromi f Runs? 

Even in more recent times the messiahs 
of the tribals would lay down cultural 
guidelines for the people to follow—if 
they wcie to achiese the goal of sell-rule. 
They would emphasise purity and prohibit 
drinking. Bui m all that the tiibal 
messiahs have been advocating, they never 
preached oi campaigned against certain 
basic elements of the tribal culture, like 
singing and dancing, a mark of tenacious 
traditionalism. Thechtistian missionaries 
had prohibited singing and dancing. Birsa 
Munda made singing and dancing a 
regular devotional pi act ice. Dance had 
fundamental importance foi the tribes. 
There were many kinds of dances all 
through the year, harmonising with the 
ebb and flow of the agriculi uial and hun¬ 
ting sea.sons; and in dance, the entire com¬ 
munity took part. So keeping the tradi¬ 
tion of dancing alive was a way to keep 
the community alive, even if the alien 
forces were making this impossible by 
privatising land rights. 

Sachchidananda and other anthropo¬ 
logists have observed that dances are no 
more in general practice in Chotanagpur. 
Ritwik Ghatak, who stayed for a few years 
with the Oraons to make a film on them, 
writes in his "Cinema and 1”. 

Unfortunaicly [the) balance and harmony (of 
the iiibal eonimuniiy with nature) is a most 
evanescent thing; like a delicate flower, it 
withers at the slightest rude touch. 

That is why the Oraons today arc a most 
impoverished and haggaid people... The 
fact is ...the dances and customs. . are 
probably forgotten by the majoiiiy of the 
Oraons and lallcn imo oblivion. Some do noi 
remember them, many have unty the names 
[of the forms of dance] in theii memories. 
Ghatak, like the anthropologists, notices 
that the plainsmen have succeeded in im¬ 
planting their prejudice against dancing; 


[In the tribal consciousness there is an] 
irrepressible joy which bursts forth in rythm. 
[But] they have been told again and again— 
and that flow of advice is by no means ahsciii 
even today—that it is just not proper to break 
into dancing at the slightest excuse. It is a 
thing which is not cultured. It is aboriginal. 
It [this prejudice] reminds one of one’s own 
sins in another narrow and criminal society. 

Yet, the scenario cannot be as bleak as 
one generally tends to think. Pain is the 
mother of poetry. Just as the goal of self- 
rule was never abandoned, so are the 
tribals—with their spirit of inquiry, prag- 


I'HE United Arab Emirates (UAE) con¬ 
sists of seven Sheikhdoms on the Gulf 
coast namely, Abu Dhabi, Dubai, Sharjah, 
fujeira, Umm-al-Quaiwan and Ras El 
Khaiina. These states were previously 
known as the Trucial stales being bound 
by trade and later political treaties with 
the British government. The federal state 
was formed in November 1971 with Abu 
Dhabi as its capital. It has one of the 
largest e.xpatriate populations of Indian 
origin. The total population of the coun¬ 
try according to the 1985 census is a little 
over 1.6 million of which the Indian com¬ 
munity accounts for 2,50,000 or ju.st over 
15 per cent. The number of Indian 
workers, excluding self employed business¬ 
men and traders, will be around 1,70,0(X). 

The .study of UAE’s economy is chal¬ 
lenging foi the rapid progress it has made 
since the discovery of petroleum reserves 
in the early 1960s. U.AE’s oil reserve is 
estimated at 32 billion barrels and its daily 
output approximates one million barrels 
as per the OPEC quota. Oil revenue which 
amounted to a peak figure of the US 
$ 19.5 billion in 1980 has dwindled to $ 6.5 
billion (estimated) in 1986 and it now 
accounts for 41 per cent of the gross 
domestic product. However the oil and 
petroleum sector still contributes to 90 per 
cent of the country’s export earnings. 
Foreign trade accounts for a large share 
of the national income as traditionally the 
major ports in the country like Dubai and 
Sharjah have served as ‘entrepots’ through 
centuries. Re-exports constitute nearly 20 
per cent of the non-oil trade. Dubai which 
has the largest port and drydock in '.he 
UAE, handles 85 per cent of the trade in 


matism and tenacious traditionalism— 
going to retain the aesthetic conceptions 
of yore. These conceptions will last even- 
after their foundations have been wiped 
out. The fact that some tribal teachers 
have constructed an akhra (dancing 
ground) in front of the tribal and regional 
languages department of Ranchi univer¬ 
sity could just be one of the hundreds of 
examples of serious endeavour by the 
educated and illiterate tribals to keep the 
traditions alive. For once, the Plains Man 
might think the tree of his civili.sing mis¬ 
sion was bearing wrong fruits. 


non-oil commodities whereas Abu Dhabi 
IS geared to the shipment of crude oil and 
petroleum. Dubai publishes monthly 
statistics of imports, exports and re¬ 
exports (based on the customs bills of 
entry) by country of origin and/or 
destination. 

UAE follows a free trade policy and 
customs duly at a flat rate of 4 per cent 
is levied on selected consumer goods and 
durables. Food and nece.ssities of life as 
well as machinery for development pur¬ 
poses are exempt from duty. There are no 
exchange control^ regulations governing 
movement of funds or conversion of cur¬ 
rencies. This has made the market attrac¬ 
tive for foreign sellers who wish to have 
quick remittance of .sale proceeds of their 
metchandise. 

For the Indian exporter and manufac¬ 
turer, UAE presents a test field for the 
competitive ability of their products both 
in terms of price and quality against inter¬ 
national competition. It may be interest¬ 
ing to know that besides the developing 
nations, China has a strong presence in 
the market and Poland has lately made an 
entry to earn foreign exchange. 

India’s trade relationship with the 
region goes fai back. It is believed that the 
ancient trade route between the Indus 
Valley in the Indian sub-continent and 
Sumeria, prcseniday Iraq, passed through 
the Emirates, The commodities then 
traded were cotton, copper, foodgrain and 
potteries. The trade link was later exten¬ 
ded upto Saurashlra coast in western 
India. Trade relationship with south India, 
mainly the Malabar coast, was established 
by Arab traders subsequently in search of 


Indians Trade with the Emirates 

Sujit ('hatlorjoe 

The upward revaluation of the Japanese Yen along with the West 
German Mark and other European eurrcneics from 1985 has pro¬ 
vided a good opportunity for India to enlarge its exports of in¬ 
dustrial products to the United Arab Emirates. However, the UAE. 
like the Middle East as a whole, is no longer on easy market and 
demands a high level of sophistication in marketing and selling. 
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spices, condiments, incense and most 
importantly log wood which was required 
for the construction of ocean-going boats 
known as dhows. Dubai and Ajman had 
been important centres for manufactur¬ 
ing boats. The Arabs used to bring dates, 
pearls and horses to India for trading 
purposes. 

When the British came to India and the 
Far East, they claimed the sole right to 
trade with the coastal states in the Gulf 
and finally concluded an Exclusive Ti-ade 
Treaty with the sheikhs of these states in 
1892. The British government in India was 
given the charge to supervise the obser¬ 
vance of the terms of the treaty by the 
Trucial states and to take effective steps 
to counter threats to Britain’s political 
supremacy in the Gulf from other nations 
notably the Turks, the French, the 
Germans and the Russians. 

Indian merchants in Bombay and 
Karachi took early steps to establish con¬ 
tacts with the Gulf states under the pro¬ 
tection of the trade treaty and introduced 
Indian cotton piece goods and jute 
manufactures in the local market. 

India's trade with the Gulf received a 
significant boost in the 19S0s when cold 
.storage facilities were increasingly made 
available by the shipping companies which 
plied their vessels between Bombay and 
the Gulf. The merchandise then consisted 
mostly of fruit, vegetable and other food 
products and also textile products. The 
expansion of the oil industry connected 
with the exploration and extraction of 
crude oil in Saudi Arabia, Kuwait and the 


entire Gulf region needed a large and 
inexpensive labour force and recruitments 
were made from India, Pakistan and other 
neighbouring countries. In order, to sup- 
l>ort the workforce, larger import of food 
and other necessities of life became essen¬ 
tial as in those days the Gulf states had 
hardly any agricultural or manufacturing 
base. 

DtVhLOPMENTS rOLLOVfINCi OlL BOOM 

Oil and gas were struck in the Emirates 
during early 1960s, first at Abu Dhabi and 
then at Dubai and Sharjah. The favour¬ 
able trend of oil prices attracted foreign 
investments and know-how to build infra¬ 
structure appropriate for an industrial 
economy. The unprecedented oil boom of 
1974-75 brought a sub,siantial revenue 
surplus for the Emirates enabling it to 
undertake considerable project investment 
in water desalination, power generation, 
civil construction and modern communi¬ 
cation. Dubai and Sharjah which had 
their municipalities established as early as 
in the 1930s under British patronage, were 
in an advantageous position to plan and 
execute expansion programmes to build an 
infrastructure. A major aluminium in¬ 
dustry was set up during 1967-68 as an 
auxiliary unit to the water desalination 
plant. A fertiliser industry came up sub¬ 
sequently to utilise the by-products of the 
petroleum refinery. Cement qnd cable 
factories were also commissioned with 
foreign collaboration. The required capital 
goods and machinery initially came from 


TabI-F 1: Non-Oii TrauI' tiirou(,h Dubai 

(.Millions of Dirhams) 



1981 

1982 

1983 

1984 

1985 

1986 

Imports 

19,678 

18,865 

19,557 

17,225 

16,796 

16,450 

Re-exports 

3,250 

2,754 

5,195 

3.834 

3,648 

3,461 

Percentage 

16.5 

14.6 

26.5 

22.2 

21.7 

21 


Nate : l-.xchangc rate US $ I = Dh 3.673 middle rate which has remained stable. 
Source: Central Accounts Section of Dubai Chamber of Commerce. 


TsHii 2: VAiiii oi iMr-oRisoi Foou anij Livt Ani.m si s from India 

(Millions of Dirhams) 



1981 

1982 

1983 

1984 

1985 

1986 

Food and live animals chielTy 
tor food 

359 

265 

249 

277 

285 

304 

Percentage of Indian import lo 
total imports under ibis 
category 

15.8 

14.3 

13.0 

12.4 

13.0 

13 


Note . Plaiitaiioii products Mich as lea, cotta', cashew nut as also fruit and vegetable are included 
in this caiegois. 


Tabu 3: Toiai Fxiirnai Trsdini, in hotiu and Live Animai s ihroij(,h Dubai Porf 

(Millions of Dirhams) 



|9g] 

1982 

1983 

1984 

1985 

1986 

Imports 

2,273 

1,847 

1.918 

2,228 

2,211 

2,350 

Re-exports 

643 

415 

606 

641 

726 

803 

Exports 

43 

81 

41 

43 

43 

64 


Source: Dubai Chamber of Commerce. 


Table 4: Imports of Textiles and 
Ready-made Garments and India's Share 
(Millions of Dirhams) 

198I 1986 

(a) Imports of textile 
yarn/fabric/fibre SIT' 
classification 631 

to 656 1,338.9 1,313.05 

Of which imports 

from India 39.79 31.45 

(b) Imports of clothing 
and garments SIT 

classification Div 84 773 793 

Of which import.s 

from India 37.9 49.5 


Taull 5: IiwpORis of Ooi u Jewlllerv and 
INDIA'S SlIARL 


1981 1982 1986 


Total imports of SITC 
group 897, gold 

jewellery 69.09 221.67 298.12 

Of which from 

India 12.08 72.68 136.53 


Note: The sharp rise in the unit price of gold 
is a contributory factor to the increased 
value of imports. 

Britain, the US and the western nations 
but the Japanese and later the South 
Koreans entered the field, and have proved 
to be formidable competitors for the We.st. 
India unfortunately has not been able to 
make an effective entry despite the pre¬ 
sence of a large Indian business commu¬ 
nity here. Its share has mostly consisted 
of machinery parts and accessories usual¬ 
ly manufactured by well known Indian 
companies with foreign collaboration. 

The peak of economic activity following 
the boom in petroleum prices was reached 
during 1981. Oil prices started receding 
from March 1982 and more perceptibly 
from March 1983. The business recession 
in the Emirates started in 1983 with the 
completion of the m^jor projects in Dubai 
and the Sharjah oilfield. According to 
business analysts, the recession touched 
its lowest level in late 1984 and extended 
itself through 1985. The situation was 
made worse by the uncertain prospects of 
the Iranian market which alone accounts 
for an average of 14 to 15 per cent of the 
total non-oil exports and re-exports of 
UAE. Some recovery was visible in 1986 
but the uncertainty still lingers on. 

It is important to note that the level of 
imports into UAE largely depends upon 
re-export possibilities to neighbouring 
countries, notably Iran, Saudi Arabia, 
Qatar and Kuwait. It also depends upon 
the inventory lelvels which the major 
foreign suppliers wish to maintain here 
utilising the excellent warehousing 
facilities available at the ports. The figures 
of non-oil trade channelled through 
UAE’s largest port Dubai (which handles 
85 per cent of the dry cargo and merchan- 
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Table 6: UAE’s Imports from India through Dubai 


{Millions of Dirhams) 



1981 

1982 

1983 

1984 

1985 

1986 

Total importf from India 

Of which m<yor categories 

695.83 

621.88 

629.92 

604.92 

634.93 

656.47 

(0) Food and live animals 
chiefly for food 
(5) Chemicals and related 

358.94 

265.46 

249.14 

277.77 

285.62 

304.45 

products 

23.74 

19.41 

17.49 

18.09 

17.70 

15.61 

(6) Manufactured goods class! 







fied chiefly by materials 
(7) Machinery and transport 

159.22 

120.23 

113.94 

85.98 

78.04 

91.07 

equipmem 

34.13 

25.71 

20.48 

33.55 

35.38 

26.71 

(8) Misc manufactured articles 

92.36 

137.71 

200.06 

166.27 

196.57 

205.06 


Tabi I- 7; UAE’s Imports by Economk’ Category through Dubai 

{Millions of Dirhams) 



1981 

1982 

1983 

1984 

1985 

1986 

Con.sumer goods 

10,489 

10,063 

11,092 

9,809 

9,473 

9,825 

Intermediary goods 

3,813 

2,955 

3,111 

2,819 

2,898 

2.360 

C'apital goud.s 

5,376 

5.847 

5,356 

4..S97 

4,425 

4.265 

Total 

19,678 

18,865 

19,559 

17,225 

16.796 

16,4.50 


Exchange rate US $ I 3.67.1 middle rate which ha,s remained stable during the period. 


disc) will illustrate this point (Table 1). The 
re-export figure for 1983 in the table 
includes the cost of heavy machinery 
which had earlier been imported for pro¬ 
ject works and were returned to the 
foreign contracting companies on comple¬ 
tion of the projects. The contraction in the 
volume of imports and re-c.xports in 
I98.S-1986 reflects among other things, the 
impact ol the upward icvaluation of 
.lapanese yen and Cierman deutsche mark 
on the local importers’ decision to build 
lower inventory levels foi goods imported 
from these countries. 

CT .ASSII K AllON Ol IMI’ORIS I ROM |M)I.\ 

l-'ood and live animals chiefly for food 
account for the largest percentage of im¬ 
ports from India which have remained 
fairly stable over the years (Table 2). 
Although UAE's population has increased 
from 1.04 million in 1980 to 1.62 million 
in 1985 (inclusive of the expatriate 
workforce) the need for larger volume of 
imports of food and food products has 
been partly offset by greater production 
of foodgrain and vegetables at home, 
mainly at Ras El Khaima which enjoy 
favourable climatie conditions. The 
depreciation in the external value of cur¬ 
rencies of Pakistan, India and Sri Lanka 
is another reason why in terms of dirhams 
the import bill has been well contained. 
With the decline in the expatriate work¬ 
force which is likely to continue in the 
forthcoming years, there is limited scope 
for.lndia in increasing its exports to UAE 
under this category, it is however credit¬ 
able that the Indian exporters have been 
able to live upto the high standard of 
quality control as required by local 
regulations. 

The textile market in Dubai is the 
largest among the Gulf Co-operation 


Council Countries (GCC) and advanced 
nations as well as developing countries 
including China and Eastern Europe 
actively trade and compete with each 
other in this market. India’s exports 
generally aim at the low and middle in¬ 
come group as in the absence of well 
known brand names it is difficult for 
Indian goods to penetrate the upper in¬ 
come group. Hong Kong and Ihiwan have 
the advantage of manufacturing ready¬ 
made garments under franchise from the 
leading western manufacturers. Thus these 
countries have a competitive edge over 
India. China usually aims at the mass 
market and it exports large volume at a 
low cost. In 1986 India’s market share for 
clothing and garments amounted to 6.2 
per cent as against Thailand 14 per cent, 
China 10.3 per cent, Taiwan 10 per cent 
and Hong Kong 7 per cent. India’s share 
in 1981 was only 5 per cent and some im¬ 
provement in face of stiff competition is 
thus observed. On the other hand, India’s 
share has slightly‘dropped from 2.9 per 
cent in 1981 to about 2.4 per cent in 1986 
for textile yarn, fabric and fibres made 
of cotton and/or man-made fibre 
(Table 4). 

India leads in the export of gold jewel¬ 
lery to UAE as Indian workmanship is 
much favoured both by the local Arab and 
the expatriate Asian population (Ihble S). 

An analysis made by the Central Bank 
of UAE reveals that the import of inter¬ 
mediary and capital goods during the last 
five years accounted for an average of 15.5 
per cent and 32 per cent respectively of 
the total import bill. As much as 71 per 
cent of these imports came from the US 
and Western Europe whereas selected 
Asian countries accounted for an average 
of 16 per cent. 

India has a small share in the export of 


galvanised iron pipes and tubes, cast iron 
and steel products, pumps, conveyor belts 
and miscellaneous rubber goods. These 
commodities have been cla.ssiried under 
SITC 6. As regards capital goods and 
machinery (SITC 7) India’s contribution 
is mainly limited to parts and accessories 
of machinery and specific items of elec¬ 
trical equipment. As for transport equip¬ 
ment, it is gratifying to note that India has 
made a good start in exporting motor 
vehicles and buses. Export for 1985 and 
1986 was respectively Dh 17.95 million 
(205 units) and Dirhams 9.94 million (114 
units). 

The upward revaluation of the Japanese 
yen by over 33 per cent along with the Wst 
German mark and other European curren¬ 
cies from 1985 has provided a good oppor¬ 
tunity for India to enlarge its export of 
industrial products. It will however require 
considerable marketing effort and publicity 
to win the confidence of local users. 

UAE's Exports to India 

UAE’s exports to India mainly consists 
of crude oil and petroleum products. From 
time to time India also imports scrap 
metal, aluminium waste, fertili.ser and 
chemicals. In 1985 the consolidated value 
of all categories of exports amounted to 
the equivalent of $ 14,764 million of 
which India’s share was $ 221.50 million 
(about Rs 280 crore), i e, 1.5 per cent. The 
consolidated export figure for 1986 is still 
awaited. 

India is rated the eighth major trading 
partner of UAE. Because of locational 
advantage and historical link the trade 
relationship can be further fostered. The 
escalation of the Iran-lraq war and the 
attack on neutral ^hips in the Gulf is a 
major deterrent although it has not much 
affected the trade with India upto the time 
of writing. It will be in India’s interest to 
place renewed emphasis on value added 
items like engineering goods and con¬ 
sumer durables where productive capacity 
has been developed in our, country, and 
take advantage of the prevailing high 
prices of Japanese and West European 
goods consequent on the revaluation of 
their currencies. However the Middle East 
as a whole is no longer an easy market and 
it requires a fairly high level of sophistica¬ 
tion in marketing and selling. 


When corresponding with the 
Circulation Department, subscri¬ 
bers arc requested to mention their 
subscription numbers. 
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REVIEWS 


Political Economy of Dutch Trade 
in Bengal, 1630-1720 

Amaicndu Guha 

Tli<‘ Dutch KusI liulia (loinpanx ami the Kconoiii> of ^t<*n)u;al I(kf0-1720 
by Om Prakash (Princeton University Press, 1985) pp xii + 291 including 
one map, tables, figures, bibliography and index. Price not stated. 


IF one went by the title, then one would have 
expected the present book under review to 
be a study of both the Dutch East India 
Company as well as thc^over-all economy of 
the Bengal Suba (i e, Bengal, Bihar and 
Orissa) of the relevant period and their inter¬ 
action. In his Introduction, the author 
however makes it clear that the objective ot 
his book is somewhat diffcient. "While on 
the one hand it attempts an analysis of the 
Dutch Company’s trade in the Bengal region 
in the wider framework of its trading 
strategy m Asia and Europe, on the other 
it examines the implications ol the integra¬ 
tion of Bengal’s economy into premodern 
world economy with special reference to the 
inflow of precious metals into the region”. 
What is of central concern to the author is 
then not Bengal's over-all economy as such, 
but how it was drawn into the trade circuits 
of the world, particularly, through the Dutch 
mediation and thus, in turn, was profoundly 
influenced in certain respects by global cross¬ 
currents. His choice foi this somewhat 
delimited approach is not necessarily due 
only to the limitations of the Dutch and 
English sources, or due to a general paucity 
of Indian sources, hut perhaps, also because 
he is primarily an economist by training. He 
is interested essentially in exploring the im¬ 
plications and logic of the inter-coniinental 
trade of the mercantilist phase, raihci than 
narrating the trade history ot Bengal as such 
in the conventional .style of a historian. 
Hence, it appears that the conceniialion on 
one single Company, the Dutch, somewhat 
to the neglect of other Futopcan East India 
Companies’ activities in Bengal, is perhaps 
a methodological necessity for him. 

The Engli.sh and the Dutch Companies 
appeared in the Indian Ocean almost 
simultaneously in the early years of the 17th 
century and about 1633 both started esta¬ 
blishing trading outposts along the Bengal 
coast. However, tti terms of the volume of 
trade handled, the Dutch were far ahead of 
the former throughout the period to 1720, 
in spite of the fact that the English had 
started out in Bengal with the distinct 
advantage of virtual exemption from 
customs and transit duties which the Dutch 
had to pay. The Engli.sh established their 
factory at Hugh as late as 1651. The Dutch 
reached Hugh in the early 1630s, but could 
not stabilise their factory there before 1645. 
Initially, they were engaged in procuring 
Bengal cargo mainly for inter-Asian trade. 
But there was a radical change in this pattern 


towards the close of the century. ’’The pro¬ 
portion of the total export cargo procured 
in Bengal and destined for Europe as against 
that destined for the rest of Asia went up 
dramatically from about one-fifth to about 
four-fifths”. Consequently, of the total value 
of Asian goixls sent to Holland about 40 per 
cent—this was less than II per cent during 
1666-76 —and ol all textiles more than half, 
were provided by Bengal on an average, 
during the first two decades of the I8th 
century. 

During the period 1663-1717, for which 
relevant data arc available, the iiroporiion 
of precious metals to the value of the Dutch 
Company’s total imports into Bengal was. 
on the average, as high as 87.5 per cent, and 
it varied between a minimum of around 50 
per cent during 1685-87 and a maximum 97 
pci cent in 1717. The other European com¬ 
panies, too, had to procure goods mostly in 
exchange of precious metals. This was 
because, given the relative market prices, the 
local dcamand for imported goods was small 
and confined almost entirely to goods of 
Asian origin. As per Dutch records, these 
were pepper and other spices from southeast 
Asia; sandalwood from Timor; arecanuts, 
conch shells, elephants and cinnamon from 
Ceylon; cauris from Maldives; copper 
mainly from Japan and tin, lead and spelter 
from Malay. The English generally brought 
broad cloth, woollens and sundry stores. 

The Dutch company procured from 
Bengal four principal items—raw silk, tex¬ 
tiles, opium and saltpetre. These together 
accounted for 80 per cent of the total Dutch 
exports in 1675-76 and a little over 96 per 
cent in 1701-1703. Except for opium, the rest 
of these were procured by the. English as 
well. The minor items from Bengal that 
featured in the Dutch exports—some of 
these also in the English exports—included 
inter alia rice, sugar, ghee, mustard oil and 
gunny bags. The direction of trade in raw 
silk and textiles changed over the years in 
favour of Europe. Saltpetre, however, was all 
along generally procured for the European 
markets. Though conclusive evidence is lack¬ 
ing, the author has good reasons to believe 
that the Company’s trade in Bengal con¬ 
stituted a net addition to the region’s on¬ 
going coastal and overseas trade. If some 
Indian merchant activities were displaced in 
the process in particular trade sectors, like 
Bengal-Southeast Asia, there was compen¬ 
sation for it by way of an increase in another 
sector such as the Beii|al-Maldives branch 


of the trade. Over the years to 1720, the 
growth of the trade of both the English as 
well as the Dutch Company in Bengal was 
remarkably rapid. The latter'S total exports 
from the region, for example, increased from 
a modest O.IS million florins in 1648-49 to 
an impressive 4.6 million florins by 1720- 
21—an increase of thirty times in 72 years! 
The European companies were generally 
welcome to the Mughal regime precisely 
because their trade helped the economy to 
expand and monetise itself. 

What was the significance of this expan¬ 
sion, alongside of similar expansion of trade 
carried on by other European companies in 
the same region? The author is almost sure 
that there was a net expansion of trade 
without displacing much of the pre-existing 
volume of trade handled by Asians during 
the period under review. There is, of course, 
evidence that the share of state officials in 
the Bengal-Southeast Asia trade declined. 
But this was the result of their political 
decline, caused by internal factors. The 
actual operations of the Dutch pass system 
of the period, the author argues, had little 
to do with this. Besides, as has already been 
noted, if some Asians lost ground in one 
particular branch of the Bengal trade, others 
compensated the loss by gains' in another 
branch. 

An expanding export trade in Bengal also 
meant an increasing inflow of bullion and 
consequent increased minting of coins for 
circulation. Did prices then rise? In other 
words, did Europe export its price revolu¬ 
tion to Bengal? There is no evidence of any 
such price inflation taking place in Bengal. 
Om Prakash has rigorously examined this 
tricky problem. On this point, his finding 
agAes with that of Susil Chaudhuri’s 1975 
study of the trade in Mughal Bengal 
(1650-1720) with special reference to the 
English East India Company.' The possible 
inflationary pressure of the increasing 
money .supply ont he price level in Bengal, 
in his view, could have been only marginally 
mitigated by the regular remittance of the 
imperial tribute and .state officials’ fortunes 
to north India or by hoarding. The lack of 
any appreciable general price rise was not 
therefore due to such factors, but mainl> 
because of also a simultaneous increa.se in 
output and transactions. This increase in 
output was achieved not by any change in 
technology, but by removing slacks existing 
within the economy. Presumably, the pro¬ 
portion of marketed to total output also 
grew over time, leading to increased transac¬ 
tions. There is some evidence of a rising 
trend in the prices of certain varieties of fine 
textiles and raw silk in the export sector. But 
no “statistically significant trend upward or 
downward” can be established for the period 
in the prices of rice and wheat—both wage- 
goods—or ghee and sugar. For these four 
commodities, reliable data are not lacking. 
This means that a situation of profit infla¬ 
tion was most likely in the export sector of 
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the economy, and this permitted increased 
employment and output without raising 
wage rates. "There was an increase in the 
level of output, income and employment as 
a result of this trade. One can, however, 
attempt a quantification of these only upto 
a point, and even then the exercise is fraught 
with possibilities of significant margins of 
erroii’ 

The author, nevertheless, has'not hesitated 
to make skilful use of quantitative methods, 
wherever possible, to achieve clarity in 
general and to bring out the logic of certain 
situations. In one such exercise, the number 
of looms required to produce textiles expor¬ 
ted by the Dutch company has been estima¬ 
ted for an average year during 1678-1718, on 
the basis of the data available for cloth 
pieces exported. For this, the number of 
piece-goods (2,46,222) is at first approxi¬ 
mately translated into yardage (33,81,909 sq 
yds). The'observcd rate of annual output, 
in terms of yardagf, per loom i.s thereafter 
applied to estimate the relevant number of 
looms. Assuming five to six full-time 
workers (engaged in weaving, spinning, 
bleaching and fini.shing) per loom for 5.284 
to 6,169 looms, the number of full-time 
textile hands working for the Dutch is then 
estimated to be between 26,420 and 37,014. 
In yet another exeicisc, the number of full 
time jobs created b> the Company’s raw silk 
exports from Bengal is estimated at 7,350 lor 
an average ycai duiing 1669-1718. Ihus, 
weaving and raw silk processing for the 
Dutch, together, accounted for anything 
between 33,770 and 44,364 full-time jobs. 

Finally, having assumed Bengal's popula¬ 
tion around 1711 to be 20 million and the 
total workforce to be half of this i c, 10 
million, the workforce in the manufacturing 
sector has .been estimated to be its one-fifth, 
i e, 2 million. The workforce in the textiles 
manufacturing sector as such is then esti¬ 
mated at half of this, i e, one million. It is 
hence evident from these exercises that the 
Dutch trade-induced jobs alone accounted 
for between 3.37 and 4.43 per cent of the 
workforce in this sector and, if the English 
Company’s trade is also taken into account, 
“the figure goes up to between 8.69 and 11.11 
per cent". Thus, the author’s calculations 
suggest-that no more than one-tenth to one- 
eighth of the total employment in the textile 
manufacturing sector of Bengal during the 
early years of the 18th century was generated 
by the combined demand of the European 
companies. Yet this demand was qualita¬ 
tively significant. 

The author’^ methodology of manipula¬ 
ting whatever fragmentary data are available, 
on the basis of certain reasonable assump¬ 
tions. extrapolations and backward projec¬ 
tion of observed correlations, is too complex 
and elaborate to be discussed here. The 
daring and unexpected exercises provoke 
scepticism at first sight. Possible margins of 
error therein are also admittedly large. Yet 
it is felt that his attempt to look at the past 
through the lens of aggregative quantities, 
has been fruitful in establishing certain 


orders of magnitude. The author mentions 
that, as per records, the total land revenue 
demand in Bengal amounted to Rs 14.28 
million in 1722. But, to our regret, he has 
not worked out the ratio of this demand to 
the total value of the European companies’ 
exports from Bengal. Had this ratio been 
established even notionaily, our understan¬ 
ding of the relative signiHcance of the com¬ 
panies* trade in Bengal of the period would 
have emerged clearer. 

With its quantitative emphasis, the work 
under review is certainly different from the 
other more or less equally competent 
maritime trade histories we now have for 
some regions of medieval India. Its prime 
concern is not to tell a story, but to present 
the structure of a functioning international 
economic relationship. One might find the 
presentation of facts in the book, rather, too 
neatly arranged and condensed for getting 
a ‘feel’ of Bengal’s economy of the period. 
It no doubt gives interesting glimpses of the 
economy, but not the wide range of details 
one finds in S Arasaratnam’s book on the 
merchants and commerce of the Coromandel 
Coast, 1650-1740, with regard to indigenous 
merchant groups, their past history, their 
linkages in the hinterland etc.^ 

All said and done, the work is still an 


outstanding documented contribution, bas¬ 
ed on, mainly, Dutch sources and many 
years’ hard work at home and abroad. It 
presents an excellent analytical account of 
the Dutch Company’s Euro-Asian and intra- 
Asian trade and shows how its centralised 
trading apparatus developed through a triai- 
and-error process as well as adaptation to 
the general situation in Bengal. It also brings 
into focus Bengal’s rise from a position of 
subsidiary importance as a feeder zone of 
inter-Asian trade to one of primary impor¬ 
tance in the sphere of Euro-Asian trade, 
thanks to a change in the European demand 
structure. How the Anglo-Dutch struggle for 
political supremacy in Asia after 1720, or the 
prospects of an industrial revolution in 
Holland was affected by this change is, 
however, not told because of the chrono¬ 
logical and thematic limits of the .study. 

Notes 

1 For a review of Chaudhuri's book, see 
“Foreign and Indian Merchant Capital; Its 
Impact on Precolonial Bengal”, EPW, Vol 11, 
August 28, 1976. 

2 For a review of Arasaratnam’s book, see 
“Trading World ol Coromandel Coast 
1650-1740”. EPW, Vol 22. June 6. 1987. 
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Stresses of Modernisation in North-East 

Udayon Mi»ra 

The Problem of Change: A Study of Not:th-East India by B P Singh, 
Oxford University Press, Bombay, pp 222 + xii, Rs 110. 


ASSAM and the north-east have been the 
subject of close scrutiny ever .since political 
movements aimed at asserting the identities 
of the different ethnic nationalities of this 
region took shape. While scholars and jour¬ 
nalists have come out with their own ac¬ 
counts of the developments in the north- 
cast, yet some of the more readable and 
realistic accounts seem to have come from 
persons who have been directly involved in 
administering the area. The author of the 
book under review is a member of the IAS 
and he states in the Prologue that his study 
“attempts to share perceptions of the pro¬ 
cess of historical change particularly in the 
light of recent-history and the issues con¬ 
fronting the people in general and political 
and administrative institutions in particular 
after 1947”. This, no doubt, is a tall claim. 
For, any attempt to tackle such a wide sub¬ 
ject with its myriad complexities arising out 
of the process of change in the seven north¬ 
eastern states in 200-odd pages is bound to 
be an incomplete one. Singh, however, suc¬ 
ceeds in highlighting some of the major con¬ 
tradictions arising out of the problem of 
change in the north-east and his “traditional 
district officer’s approach’’ often proves to 
be of advantage in probing the stresses and 
strains faced by the different ethnic societies 
when confronted by the modernising process 
in their socio-political life. But, such an ap¬ 
proach is also bound to have its limitations 
and, while discu.ssing several important 
issues relating to the state’s confrontation 
with the people, the author seems to be 
handicapped by official blinkers. 

The book opens with an account of the 
major changes that the north-eastern region 
of the country has seen since the concluding 
phase of the &cond World War when Allied 
and Japane.sc-1NA forces faced each other 
at Imphal and Kohima. The author’s stress 
is on the isolation of the people of this 
region from the rest of the sub-continent and 
the prevailing dissimilarities between the in¬ 
habitants of the hills and the plains, with the 
latter having been more exposed to the 
Indian mainstream which Singh refers to as 
the Ramayana-Mahabharata tradition. In 
order to build up his thesis centred around 
the problem of change, the author relates 
most of the problems of the north-east, in¬ 
cluding the one of insurgency and secession, 
to the initial failure of the different ethnic 
communities to adjust themselves to the 
political and administrative changes in¬ 
troduced into the ‘backward’ north-cast im¬ 
mediately after Independence, and also the 
inability of the state to win the people’s 
confidence. 

While it is true that the acceleration of 
political and administrative changes conse¬ 


quent to freedom from British rule resulted 
in a shake-up of the traditional societies of 
the north-east, yet it mujt be remembered 
that backwardness was not unique only to 
this region and that there were several other 
regions in the sub-continent which were 
equally, if not more, backward on the eve 
of Independence. But the author rightly 
points out that while the Brahmaputra Valley 
was relatively opened up because of its tea 
and oil resources, the British policy of ‘in¬ 
ner line' regulations kept almost the entire 
hill region of the north-east, barring some 
pockets in present-day Meghalaya, virtually 
cut it off from the rest of the country. By 
the 1880s most of the territories which con¬ 
stitute today’s north-east had been brought 
under British control. But large areas of 
present-day Arunachal and Nagaland were 
still considered as ‘Unadministered Areas’ 
and continued to exist as independent tribal 
principalities. The cloistered existence Of the 
hill regions no doubt saved the tribal peo¬ 
ple from exploitation by outside agencies; 
but, as most of these areas were untouched 
by the national struggle against the British, 
they found it increasingly difficult to adjust 
themselves to the changes which took place 
after the British left. 

It was because of the communication-gap 
between the tribal peoples of the north-east 
and the newly independent Indian govern¬ 
ment that many of the problems of this 
region took on frightening proportions. 
Singh rightly notes that many of these 
troubles could have been avoided had the 
central and state governments and their 
bureaucracy been sensitive enough to res¬ 
pond to the hopes and apprehensions of the 
different tribal nationalities. Thus, it was a 
problem of adjustment on both sides. Those 
who occupied power in Delhi often failed to 
realise that the majority of the hill peoples 
of the north-cast had been outside the scope 
of the national movement—not because they 
were pro-British but because they had been 
kept secluded by strong administrative 
measures. Instead, almost every move by the 
tribal nationalities to ensure their identity 
was viewed with suspicion. The latter, on 
their part, were unsure of the motives of 
India’s new rulers. 

In the second chapter of the book, Singh 
traces the forces of Aryanisation in the 
north-east and discusses how, particularly 
in the Brahmaputra Valley and in Manipur, 
the “centrifugal tendencies” were eventually 
checked by a “cultural communality” 
represented by the Ramayana-Mahabharata 
tradition. But, while referring to the cen¬ 
trifugal tendencies, it would perhaps have 
benefited the author’s analysis had he kept 
in mind the fact that in the period under 


reference the concept of a nation-state was 
a long way off and that even Sankudev’s 
(1449-1569) concept of Bharatvarsha was a 
rather Huid one with hinduism of the bhakti 
shade being the one unifying force. Singh 
asserts that with the advent of the British, 
the process of assimilation in the north-east 
received a setback. The British, by directly 
encouraging the activities of the Christian 
missionaries, not only negated the effects of 
the secular rule of the Ahom kings, but also 
adopted measures to prevent the entry of the 
Ramayana-Mahabharata tradition from 
entering the hills of the north-east. Singh 
holds the Christian missionaries responsible, 
^ven if partially, for aiding the process of 
alienation among the tribal nationalities. 
But he is not one with those who hold the 
mis.sionaries squarely responsible for the in¬ 
surgencies in the region. The author points 
out that insurrection in the north-east is 
distinctly related to the problem of change 
and the inability on the part of the all-India 
leadership to win over the confidence of the 
tribal peoples. Singh pertinently refers to the 
rise of the middle classes among the tribals 
and the important role they have played in 
the assertion of tribal identity. But he ap¬ 
parently fails to discern the aspirations of 
this newly emerging class which has been 
directly responsible for the establishment of 
the different tribal states. While it is true that 
the introduction of Assamese as the official 
language in I960 added to tribal fears about 
their separate identity, yet it would be a 
simplification of the historical process to say 
that tribal demands for statehood and even 
independence, were chiefly spurred by 
Assamese chauvinism. In fact, much before 
the demand for making Assamese the of¬ 
ficial language was made in 1960, trouble 
had already broken out in the Naga hills. 
Thus, the sub-nationalist movements of the 
noAh-east must be seen in direct relation to 
the growth of the middle class in the tribal 
societies. Because the Assamese middle class 
was more developed than those of the hill 
regions, the demand for a linguistic state 
came first in the Brahmaputra Valley. The 
others followed suit. Another point which 
the author seems to miss is that during the 
initial period, Christian missionary educa¬ 
tion was primarily aimed at producing 
preachers and .school teachers. It, in fact, 
discouraged the spread of higher education 
because that could lead to the emergence of 
a tribal elite which would question the 
British government’s policies. Tliis, however, 
did not work. For, in the tribal revivalism 
which occurred after Independence, it was 
this elite that took the leading role. Singh, 
however, refers at length to the rdle of this 
elite in fostering regional consciousness in 
the different, states of the north-east. 

Land and Language 

Singh rightly maintains throughout the 
book that the two main planks of ethnic 
nationalism are land and language; with 
religion having almost no role to play. His 
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chapter enfitled. The Middle Class, the Elite 
and RegicHial Consciousness’ is weU-informed 
and analytical. However, in dealing with the 
role of the Assamese middle class, the 
author could have referred to the strong pea¬ 
sant tap-roots of this class. An analysis of 
the role of middle-class organisations like the 
ryot sabhas and the Assam association in 
furthering the interests of the Assamese 
peasantry would have been meaningful. The 
strong roots of the Assamese middle class 
in the peasantry has been one of the factors 
which has helped it to mobilise almost the 
entire Assamese peasantry to its calls. This 
also partly explains the fact that thousands 
of dvil servants throughout the state could 
defy the government and risk their jobs dur¬ 
ing the Assam movement on the foreign na¬ 
tionals issue. The close link between the 
Assamese middle class and the peasantry is 
also to be seen in the huge peasant crowds 
in the Sahitya Sabha’s annual meets. The 
middle class, not only in Assam, but in all 
the other north-eastern states has been suc¬ 
cessful in mobilising the ma.sses on the twin- 
issue of language and land—both factors 
being viewed as fundamental in the fight to 
safeguard one’s identity. Hence, continued 
immigration from Bangladesh or even from 
other parts of India is being viewed as a 
threat to the existing land: man ratio. This, 
as the author has pointed out, has given rise 
to increasing xenophobia among the tribal 
communities and also in the Brahmaputra 
Valley where the forces of isolationism, 
revivalism and obscurantism are having 
greater play. The demand for the safeguac- 
ding of land and language rights is often be¬ 
ing attended to by demands for ‘inner line' 
regulations for the entire north-east or by 
resistance to large industrial projects or even 
the extension of railway lines as has been the 
case with Meghalaya. 

Singh’s analysis of the role of the Con¬ 
gress in the north-east and particularly in 
Assam seems to be rather one-sided. He 
identifies the nationalist forces (pan-Indian 
obviously) in the north-east with the Con¬ 
gress, for he says that “the nationalist forces 
have been resurrected with the emergence of 
a strong Congress party on the scene manag¬ 
ing the affairs of the state governmenr under 
the leadership of Hiteswar Saikia in 1983’’. 

It would be relevant to note here that the 
Congress in Assam has always furthered 
regional (Assamese to be more precise) 
aspirations. This was evident right from the 
period of the Assam Association’s decision 
to merge with the Indian National Congress. 
In the struggle against Grouping undei the 
Cabinet Mission plan, during the movement 
to make Assamese the official language as 
well as during the Sino-Indian conflict of 
1962,. the Congress in Assam had made its 
distinct identity felt. The balkanisation of 
Assam and the split in the Congress led to 
a gradual disenchantment with the Congress 
in Assam among the Assamese middle 
classes. The Congress too started looking out 
for alternate support bases or ‘vote banks' 
almost the tea-labour, the immigrant 


muslims and the Bengali hindus. It also 
attempted to organise the other backward 
classes into a strong political platform. But 
all this boomeranged with the outbreak of 
the AASU-led agitation on the foreign na¬ 
tionals issue which actually made land and 
language the main issues. One fails to see 
how the author sees the 1983 elections as a 
victory for nationalist forces when he 
himself draws parallels between Assam’s 
reaction to the Cabinet Mission proposals 
in 1946 and the anti-foreigner upsurge of the 
1980s. Singh himself points out that, sub¬ 
jected to unchecked immigration from 
Bangladesh, the Assamese once again “re¬ 
enacted" the 1946 political movement under 
the leadership of the students. The only dif¬ 
ference this time was that the Congress was 
out of the picture. But just as in 1946, the 
Assamese pinned their faith on Mahatma 
Gandhi and his methods. 

It is rather surprising that Singh has very 
little to comment upon regarding the 1983 
elections in As.sam. Although he rightly 
relates several of the clashes during the 
election violence with the problem of land 
alienation amongst the tribals, he skips over 
the oppressive role of the state in forcing the 
elections at gun-point upon the Assamese 
people. An analysis of the role of the 
bureaucracy during the 1983 polls would 
have made interesting reading. Not only the 
unofficial inquiry commission headed by 
Justice Mehta but also the Tewari Commis- 
.sion appointed by the Saikia government to 
probe the 1983 election violence had in¬ 
teresting revelations to make regarding the 
role of the state which, through the widescaie 
suppression of democratic rights, had 
alienated large sections of the people. Being 
himself connected with the administration, 
the author must have been acquainted with 
at lea.st some of the unsavoury observations 
made by Tewari on the role played by the 
bureaucracy. 

Singh’s espousal of the North Eastern 
Council (NEC) is also bound to result in 
raised eyebrows especially amoqgst those 
sections which feel that such bodies are be¬ 
ing utilised by the centre to clip the powers 
of the state governments. Singh feels that in 
the twin matters of security and development 
of the north-east, the council should be 
made more powerful. He is clearly not .satis¬ 
fied with the “advisory and recommen¬ 
datory” role of the NEC and would like the 
council to act more meaningfully in further¬ 
ing the ‘political integration’ of the north¬ 
east with the rest of the country. Such an 
attitude displays a lack of trust in the 
popularly elected governments of the dif¬ 
ferent north-eastern states and negation 
ol the democratic experiment. There is 
enough provision within the Indian constitu¬ 
tion for inter-state collaboration in the 
development process and the author’s-plea 
for “the creation of a separate ministry for 
north-east India in the central government, 
or an institutional framework for interaction 
between the NEC and the committee of 
union ministers aimed at the economic 


development of the north-eastern region” is 
sure to raise doubts regarding his commit¬ 
ment to the democratic process as far as the 
north-east is concerned. Why should the 
popularly elected governments of the north¬ 
eastern states be subjected to such an experi¬ 
ment when political movements aimed at 
secession or greater autonomy have surely 
not been the exclusive privilege of this 
region? Would the author suggest a sjmilar 
step for the southern part of the country 
which once experienced a strong secessionist 
movement led by the DMK? A strengthening 
of the scope and powers of the NEC, as sug¬ 
gested by the author, wouid oniy help to 
create further distrust of the centre’s inten¬ 
tions and help the consolidation of regional 
forces. Singh is against the further dismem¬ 
berment of Assam and suggests speedier 
economic development and fuller participa¬ 
tion in democratic organisations as steps to 
resolve the cultural and linguistic conflicts 
of the north-east. But can this be achieved 
without full trust in the popularly elected 
governments? 

Singh ccnci tides by sounding a warning 
on the revival of primordial values and on 
the attempt to organise the masses purely on 
ethnic and religious lines. One only wishes 
that he had worked on a slightly restricted 
canvas. Nevertheless, he has acquitted 
himself well and given us a readable and 
informative book on the north-east. 
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SPECIAL ARTICLES __ 

Socio-Economic Dimensions of Certain 
Customs and Attitudes 

Women of Haryana in the Colonial Period 

Prem Chowdhry 

This paper analyses the dominant peasant cultural ethos sanctifying customs and attitudes in relation to women 
in rural Haryana in the colonial period. In this connection, the role of a reformist movement like the Arya Samaj 
and of administrative policy decisions which sustained these customs has been explained. The study also highlights 
the role of the colonial administration in retaining and reirforcing the emergent dominant social ethos of the 
Haryana peasantry. 


THE dominant emergent customs and at¬ 
titudes in rural Haryana in relation to 
women in the colonial period show a peculiar 
contradiction. On the one hand, the agrarian 
milieu shows the generally accepted indices 
of high status foi women, i e, bride-price, 
widow-remarriage, polyandry or its own 
liberal sexual variant, and full economic par¬ 
ticipation in all activities based on greater 
similarity of function with men. On the 
other hand, it also shows the region manifest 
in indices of woman's backwardness, 
i e, female infanticide in different forms 
resulting in extreme unequal female sex-ratio 
as compared to males, pardah or the 
gunghai custom, total neglect of and pre¬ 
judice against female education, and the 
complete abscncd of women from any power 
wielding equations. This paper takes up the 
socio-economic dimension of these mutually 
contradictory social customs and attitudes 
and analyses the dominant peasant cultural 
ethos which has sanctified it and granted it 
acceptance. In this connection, the role of 
a reformist movement like the Arya Samaj 
and the administrative policy decisions 
which sustained these customs have also 
been explained. This paper also attempts to 
explore the social implications of these 
customs and the reasons behind the osten¬ 
sibly libcial dimension imparted to the c.\- 
isting attitudes towards women in the con¬ 
text of marriage, remarriage and sex, etc. All 
these factors are seen in the historical con¬ 
text of the overall colonial domination, the 
adoption of certain policies which although 
not directly connected with women, never¬ 
theless had profound effects on issues 
speciftcally relating to women. As such, this 
study also highlights the role of colonial ad¬ 
ministration in retaining and reinforcing the 
emergent dominant social ethos of the 
Haryana peasantry. 

1 

Dominant Caste and Peasant Cthoa 

" In the agrarian milieu of the Haryana 
region of Punjab, the socio-cultural ethos 
came to be coloured and determined by the 
agr^OibU^st castes generally and among 
tbejlta the landowning classes especially. 
Amwg the agriculturist cases, the Jats 


emerge as the 'dominant caste’.' The model 
of the dominant caste in a given region as 
de.scribcd by M N Srinivas, can be easily 
established in Haryana.^ Economically and 
numerically stronger than any other caste, 
the Jats satisfied yet another norm of the 
‘dominant caste’, i e, in the ritual hierarehy 
also they did not occupy a low ritual status. 
For example, numerically they were found 
in very large numbers in the five districts of 
this region, vi/, Ambala, Gurgaon, Hissar, 
Karnal and Rohtak, forming nearly one- 
third of the total population. They also held 
the bulk of agricultural land as proprietors. 
For in.stance, in Rohtak district in 1910, the 
Hindu Jats emerged as the owners of 60 per 
cent of the total cultivated land. In a very 
large number of ‘Jat villages’ of this region, 
they held a near monopoly of landowner- 
ship ranging between 88 and 99 per cent. 
Besides, most other castes were in relation 
of servitude to the landowning Jats who 
stood as the single largest receivers of ser¬ 
vices form the other castes. And, although 
the social status of Jats is somewhat difficult 
to define in ritualistic framework of caste 
hieraichics, the accepted social superiority 
of the Brahmin did not exist here or 
elsewhere in Punjab. The Brahmin could cer¬ 
tainly be sacredotally superior yet socially 
he was described as ‘lowest of the low’. 
Whatever superiority the Brahmin may have 
enjoyed declined severely by the early twen¬ 
ties with the propagation and acceptance of 
the Arya Samaj, especially among the land¬ 
owning Jats of this region. On the other 
hand, regarding the Jats, a peasant caste ail 
over India, who ritually ranked in Punjab 
after the Brahmin, Rajput and Khatri, the 
Punjab Census of 1901 laid down “there is 
no caste above the Jat”. In this agrarian 
.society, the norms as seen to be operating 
and also as encouraged by the British did 
not conform to the ritualistic concepts and 
were necessarily in relation to the amount 
of land that was held in possession of a par¬ 
ticular caste. Seen as such the Jats clearly 
emerge as the ‘dominant caste’ in social, 
economic and numerical terms, as well as 
in the emerging politics of this region.’ 

This ubiquitous domination by a single 
caste set the tone and shaped the customs 
and attitudes followed in rural Haryana. The 


emergent custom.s followed amongst most 
of them regardless of various strata came to 
be accepted and projected for the entire 
region, specially as many of these customs 
could be seen to be followed by nearly all 
lower castes as well as classes. 

II 

Sooio-Efonomic Conditiun and Its 
Siiiirnifiranco 

Haryana remained one of the most back¬ 
ward and underdeveloped region of Punjab 
under the British. The needs qf imperialism 
gave a very low priority to any improvement 
of agriculture in Haryana.* Throughout, it 
continued to be seen as a region primarily 
suited for the supply of draught animals to 
the rest of Punjab as also to certain other 
parts of India; the emphasis remained on 
low value food-cum-fodder crops. This 
region in any case had poorer resources as 
compared to most other parts of Punjab. Ir¬ 
rigation was extremely limited and the 
British irrigationai policies kept this region 
starved of this basic requirement which was 
the crucial determinant of agriculture. Apart 
from limited irrigation, precarious rainfall, 
recurrent floods due to periodic overflow of 
the river Jamuna, seasonal excesses and fre¬ 
quent akal (famines) spelt devastation for 
this region and its economy. 

In this chronic famine-ridden region, 
where large sections of the peasants tended 
to be subsistent or deficit producers, a com¬ 
paratively large holding alone could be 
economic. For example, in Rohtak district, 
a holding of at least twelve acres could be 
taken as an economic one.’ This meant that 
only about 28 per cent of landholdings fell 
in this category.^ The same was true, more 
or less, for the entire Haryana region. The 
barani (dependent on rainfall) nature of the 
region with its concomitant low yielding in¬ 
ferior crops and chronic crop failures made 
it for subsistence level economy and hand- 
to-mouth living for an overwhelming ma¬ 
jority of landdwners. Deficient in any kind 
of resources the small landowners banked 
mostly upon their family labour and some 
hired labour if the need arose. Such an 
economy reinforced covetousness fpr a male 
progeny. A male child came to be as essen- 
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tial as the life giviM rhin. A popular local 
saying maintained^ 

Mtehn aur bettya te koon dhappya sai 
(Who can be satisfied without rain and sons; 
for cultivation both are necessary) 
Moreover, in the given uncertain conditions, 
with high mortality rate, one male child was 
not considered to be either safe or 
sufficient.' 

Ek ankh ka ke sulakshana, 

Ek poo! ka ke sapoota 
(Just as a one-eyed man can hardly be call¬ 
ed lucky so also a man with only one son) 
Another proverb went on to maintain:' 
Chohm mure nirbhag ka 
Chohri mure bhagwan ki 
(The son of an unfortunate dies and the 
daughter of a fortunate dies) 

This local proverb showing a marked 
preference for boys over girls, reflects the 
dominant social ethos, in very real terms this 
ethos showed itself in the superiority of male 
sex numbers over that of females. There was 
a great deal of difference in the male-female 
sex ratio at any given age not only in 
Haryana but all over Punjab.The British 
administration ascribed this imbalance to a 
distant past, before the annexation of Pun¬ 
jab, when female infanticide had been prac¬ 
tised to a large extent." However, by the 
1901 Census they were not willing to give it 
any significantly contributory role and 
ascribed the unes'en sex ratio to other reasons 
like neglect of female children in earlier ages, 
the high rate of mortality due to frequent 
child bearing starting at a very early age, and 
the neglect of females of advanced ages. 
Moreover, in all too frequent famines, 
droughts, general paucity, as well as 
epidemics, the first casualty were women. 
All these factors undoubtedly combined 
together in continuing a different form of 
femicide to keep the female ratio down and 
resulting in Punjab having the smallest pro¬ 
portion of females as compared to the ma¬ 
jor Indian provinces under the British.*’ 
The socio-economy of this region has 
been emphasised not to rationalise or ex¬ 
plain the above prevalent phenomenon but 
to etch out its special significance to women. 
The hard subsistence level economy with 
total dependence on family labour for 
cultivation made women an economic asset. 
For example, among Jat, the dominant 
agriculturist caste in this region, the Jatni 
has been called an 'economic treasure' by 
British officials who have written a great 
deal applauding the ‘help’ they rendered to 
'an ideal cultivator and a revenue payer'— 
i e, the Jat." For the Jatni it was universally 
maintained." 

Bhati jali jatni ki khurbi hath 
Khet nfvare apne khavind ke sath 
(good kind Jatni, hoc in hand, weeds the 
fields in company with her husband) 

The Rohtak Assessment Report of 1909 
mentioned that a Jatni did not plough, dig 
or drive a cart, but there was no other form 
of agricultural labour which she did not per¬ 
form. The women from other agriculturist 
castes, and one may include the lower castes 
as well, were also said to do as much work 
as the Jatni, if not more." lb this an excep¬ 
tion seems to have been the Rajputs who 
were assumed by the "common consent” of 


various British officials to be “the worst 
cultivators in the Punjab”, and whose land 
revenue dues remained frequently in arrears. 
Rajput’s regard for his izzat (self-respect) 
forbade him to take any help from his wife, 
who remtuned in pardah and was generally 
considered to be “an economic burden".*’ 
A graphic description of women’s work 
showed:'** 

The women work as hard as the men if not 
harder. The heavy tasks of bringing in wood 
and* fuel and water fall on them; they have 
to cook the food, and carry it daily to the 
fields; they have to watch the crops: to them 
the peeling of the sugarcane and picking of 
the cotton belongs; and when there is nothing 
else to do, they must always fill up the time 
by tasks with the spinning wheel. 

A large number of local proverbs show cer¬ 
tain agricultural works which fell exclusive¬ 
ly on women. TWo proverbs from Karnal are 
being cited here as examples." 

Main koli nahin duppatti 

Keva chugegi kuppatti 

(Cotton says you did not weed me when 1 

had two leaves above the grounds what do 

you expect to pick now, had woman) 

Jo wahin nalaye do patti 

To kya kamae kuppatti 

(If weeding be not done when there are but 

two leaves, then what will you earn worthless 

woman) 

To this may be added the extensive animal 
husbandry work. Animal husbandry was a 
necessary supplement to this region's sub¬ 
sistence level economy. It meant tending, 
feeding, milking the cattle and making lassi 
(butter milk) and ghi (refined butter). All 
this was the special preserve of women. 

Ill 

Marriage and Bride-Price 

The importance of women in the agrarian 
economy made marriage an acknowledged 
‘economic necessity’.’** So much so that a 
man’s inability to pay his revenue dues were 
put down to his unmarried status, as an 
'aketa adamf (single man) was not expected 
to perform well agriculturally; and a 
widower was ^considered to be ‘half 
paralysed’.’* 

Significantly, the so-called ‘work qualities’ 
of a prospective bride were looked for at the 
time of arranging marriages; the 
acknowledged requirements being, 'Haath- 
paer ki mazboot honi chahiye, lake khet- 
kivar ka kaam thik ireh ho sak^^^ (she 
should be physically siioiig, so that 
agricultural work can be performed well). 
The emphasis on these ‘work qualities’ also 
led them to disregard the girl's age and 
height, etc, with the result that girl was quite 
frequently older and sometimes taller than 
the boy. This fact was made a virtue of, and 
a local pr.ivcrb eulogising it maintained:” 
Badi bahu bade bhag 
Chhota bandra ghane suhag 
(Older or taller wife brings luck as also 
shorter or younger bridegroom) 

The important role played by women in 
the economy gave a wide-scale acceptance 
to the prevalent custom of sale and purchase 
of brides among the economically hard-up 


peasantry. In the 19th century, except among], 
a few better-off families, this custom was£ 
observed to have been universal among tbe'|> 
agriculturist castes as well as the lower | 
castes.” Among the lower castes the bride<> 
price was well signified in a local proverb:”« 
Nai kis ka bhai 1 

Chhori bech levava lugai 
(The Nai buys a wife for himself by f, 
selling his daughter) j 

Although looked upon as a 'disgraceful^ 
custom’ and admitted by Jats with a lcer-t 
tain amount of apology and obvious senseV 
of shame’, it was a practice that was gain- l 
ing ground everywhere in the first decade of 1 
the 20th century.” 

Regarding the price of brides, Malcolm i 
Lyall Darling, one of the most distinguished ! 
of Punjab officials who made a thorough I 
and comparative study of varied aspects of? 
social life in different regions of Punjab,!* 
maintained that it rose steadily with the rise | 
in prices:” 

In the fifties a bride could be had for R$ SO, 
but nowadays in neither hill nor plain can'.: 
anything worth having be got for less than. 
three or four hundred rupees, and a serious, 
epidemic may considerably raise the price.' 
In Rohtak, for instance, where in 1918 in- 
fliien/a carried off 10 per cent of the peo¬ 
ple, the price rose from R$ 500 to Rs 2,000. 

Ill Hissar, on the other hand, the prolonged., 
drought of 1919-21 reduced it from Rs 2,00( ; 
to R.V 500. 

In individual cases ‘fancy prices’ were paid, 
specially if the boy was handicapped in some ' 
way, aged or. with obvious def^t of body oi 
limb.’* 

It may be pointed out that payment ol 
bride-price was one of the reasons why 
British officials denied that female infan 
ticide existed in this region in any substan 
tial way and offered other reasons for thi 
low sex ratio of females. The Situation wa 
indeed apparently contradictory, specially a 
the official perception of bride-price con 
ceived it as “a compeasation... for the fami 
1y authority which was transferred to thi 
husband”.” A recent article similarly inter 
prets the bride-price as a “compensator; 
payment to the family for the productioi 
loss they suffer on her departure”.’*’ Yet 
even this apparent economic worth di< 
nothing to raise her status. In reality, bride 
price was most common among the lov 
economic levels of agriculturist.s. It was thi' 
factor which was responsible for not liftin 
the custom to any respectability. The middl 
level agriculturi.st with some standing ha 
to pay bride-price to marry his soas. genera' 
ly from the lower levels who charged a pric 
and gave dowry to marry his daughter, 8 
a better alliance within the case was alway 
sought.'* No girl was allowed to marry ou 
side the caste, the norm being “jat ki be 
jat ko" (a jat girl must marry a jat). In th ; 
arid Haryana region where there were n ' 
recognised ‘socially superior’ clans as sue > 
and the status was determined by th : 
amount of land held, the coveted wish w{ 
to get the daughters or sisters married whet ' 
canal irrigation existed.” This combinatio 
of bride-price and dowry made female e ■■ 
istence financially draining. Consequentf. 
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those accepting bride-price, looked down 
upon as they were for this very practice, 
could hardly effect a change in this domi¬ 
nant attitude of others towards women. In 
return, they blamed the female species for 
being there at all, whose existence meant 
bride-price and bride-price spelt ultimate 
shaiAe to the family; izzat among the 
agriculturists scored over economics, even in 
financially deprived households. Females 
therefore meant drain—financial for some 
and moral and ethical for the others. It is 
a small wonder that bride-price even in its 
positive aspects could not project an index 
of high status for women in any real terms. 

IV 

Widow Remarriage, Its 
Implications and Effects of 
Official Policy 

The agrarian needs which in marriage 
allowed bride-price,'also sanctified widow- 
remarriage. Like the former this was also a 
feature which the agriculturist castes shared 
in common with the lower castes. However, 
the custom of .widow-remarriage as followed 
had special features of its own. Known as 
karewa, karao, or chaddar andazi, it was a 
throwback to the old Rig-Vcdic custom of 
niyog (Icvirate marriage) which was 
prevalent in the geographical region of 
Haryana-Punjab associated with the early 
Vedic Aryan settlements.” This form of 
remarriage was not accompanied by any 
kind of religious ceremony and the woman 
merely resumed her jewels and coloured 
clothes which she had ceased to wear on her 
husband’s death.” So much so that 
sometimes mere cohabitation was considered 
sufficient to legitimise the relationship and 
it conferred all the rights of a valid 
marriage^’ 

The Jats, as in other emergent customs, 
led in following karev/a and the other 
agriculturist castes followed suit, except the 
lUjputs. Interestingly, among the Brahmins, 
the reports indicate that karewtfw&s being 
followed^* because many among them were 
landowners and consequently followed the 
[dominant social custom of this region in 
preference to the sanskritic model of the 
I Brahmins, who brooked no remarriage at all 
and upheld sati instead. 

The widespread acceptability of karewa 
; came to be reflected in the local proverbs:” 
[Aja beti Me phere 
Yo margaya to aur bhotere 
> (Come daughter get married, if this husband 
idies there are many more) 

: Another one maintained:’* 

,Ek kanya sahansar var 
^ (There are several bridedgrooms available for 
ione bride) 

' Karewa, however, as a rule, was a levirate 
4 marriage in which the widow was accepted 
as wife by one of the younger brothers of 
(the deceased husband; failing him the hus- 
d's older brother; failing him his agnatic 
|irst cousin, etc. There is also at least one 

art case of a Jat who claimed validity of 
feustom regarding karewa marriage with his 
Iwidowed daughttf-in-law.’* The widow’s 
I remarriage could be settled only by her late 
{husband’s family. And although the widow 


could not be compelled to remarsy, she was 
not free to marry without thdr consent. So 
complete was the control over a woman and 
the question of her remarriage that it was 
freely admitted that the widow was often 
practically forced and made to yield to their 
wishes.'*" Any assertion to the contrary 
would be difficult to believe in a region 
which advocated:*' 

Zamin Jot zor ki 
Zor ghali hor ki 

(The land and the wife can only be held 
through use of force, when this fails 
they become another’s) 

The popularity of karewa among the over¬ 
whelming majority of landowning classes 
emanated out of the need of the landed pro¬ 
perty to be retained within the family. The 
main reason for the connection inside the 
family was to transfer the control of her 
deceased husband’s land from the widow to 
his brother or a patrilineal family member, 
because a widow who remarried lost all her 
rights to property, even if she married her 
husband’s brother.*’ Remarriage therefore 
deprived her of even the limited right to land 
which she had come to possess after her hus- 
band's-death, i e, only a life-long interest; 
ultimately the property passed down to the 
male line of her husband's. In case she had 
children, her sons succeeded to the property 
and she had right to suitable maintenance 
only; her daughters and their issues had no 
right to siiccee#*-* 

However, even this limited right of the 
widow was looked upon as a menace, 
because she could claim a partition of the 
property on certain grounds, i c, when she 
could not secure the required mainten¬ 
ance.** But the onus of proving this was on 
her. The onus of proving falling on the 
widow meant that the court implicitly or ex¬ 
plicitly took the position that the required 
maintenance was being granted to her by her 
deceased hasband’s agnates. However this 
view was contrary to reality and even 
acknowledged by the revenue officials. In 
their considered opinion the widow found 
it difficult to obtain her ‘fair share of pro¬ 
duce’ as long as the holding remained un¬ 
divided.** A separate possession meant that 
the widow could get it cultivated through 
someone else as she was customarily not 
allowed to undertake full agricultural opera¬ 
tions herself. A popular proverb from Karnal 
maintained:*" 

Ikh ne boweri rand 
Aur paren sand 

(A widow may be able to sow sugarcane, 
but it needs a strong man (lit. a bull) 
to press out the cane) 

A separate possession also produced a fear 
‘often well founded’ that it would lead to an 
‘attempt to alienate’ the property.*’ The 
widow could alienate the property, though 
not sell it, for her maintenance, or her 
daughter’s wedding or for payment of 
revenue, all the reasons dubbed as ‘strict 
necessity’. The fact that a lot of women had 
started to utilise this can be evidence in the 
constant appeals made to the deputy com¬ 
missioner, protesting against widows who 
were accused of alienating their property 
‘without necessity’.** 

This self assertion by jyidows to take com¬ 


mand-of the economic resources after thdr 
husbands’ death must have assumed a pro¬ 
portion that for a variety of reasons, the 
government action against it became essen¬ 
tial. J M Douie, the Compiler of the Puitjab 
Land Adidinistration Manual advised the 
revenue officials that the widow’s attempts 
to partition the land ‘should be disallowed’.*’ 
Such a claim had been legalised under the 
Land Revenue Act because after her hus¬ 
band’s death she was held responsible for the 
payment of government revenue dues. 
However, since legally such an advice could 
not have held much weightage, the only solu¬ 
tion tq the fast growing claims to partition 
was officially instructed to be .sought in ‘a 
firm anchoring of the widow in remarriage’. 
This, the manual instruction maintained, 
could be the “only satisfactory arrangement 
against which she had no appeal’’.*" 

Such an advice was an inevitable outcome 
of the colonial policy followed in Punjab. 
Because of Punjab’s economic, political and 
military importance, too well known to bear 
a recount here; the imperial government had 
right from the beginning, adopted the 
‘preservation of village community’ as a 
settled policy of Punjab. For this they ad¬ 
vocated ‘cohering tribes’, rather than ‘their 
break-up', through operation of their 
customary laws, instead of the Hindu or the 
Muslim law, as an essential prerequisite of 
controlling Punjab.*' The general argument 
of British officials was that the mass of the 
agricultural population in this province did 
not follow either the Hindu or the Muham¬ 
madan law. Therefore, a general code of 
tribal custom was prepared by the settlement 
officers, who at each settlement had com¬ 
piled the riv(u-i-am (record of rights), in con¬ 
sultation with the village headmen of each 
principal landowning tribe in the district; 
these being acknowledgely ‘men of most in¬ 
fluential families in the village^. Consequent¬ 
ly the landowning class customs in regard 
to civil matters like succession, alienation, 
marriage, tenure of land, adoption and the 
like came to be settled primarily by the Pun¬ 
jab Customary Law, which became the first 
rule of decisions.*^ Clearly the British 
understanding of the peasant society lay in 
strengthening its hold over land, and its 
break-up was inevitable if the widow was 
allowed to have her way. 

For Haryana any apprehension regarding 
the danger of social disequilibrium were well 
founded, specially as this region, because of 
its insecure nature of agriculture, had all 
along provided the best recruiting ground for 
theJBritish Indian Army. For example, in 
World War-1, this region had contributed 
one-fifth of the total recruitment of the 
whole of Punjab.** And although the 
karewa culture contributed .significantly to 
this unceasing heavy reauitment despite in¬ 
security of life and equally heavy rate of 
mortality, the agricultural interests of the 
recruits’ families could not be allowed to be 
jeopardised 1^ the ever growing number of. 
widows’ claims. This could prove to be very 
costly to the imperial government and un¬ 
settle its very existence 

Moreover, even economically, such a de¬ 
mand if conceded would have only added 
to the fragmentation and sub-division of 
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holdings and consequently to the last grow¬ 
ing smaller uneconomic holdings in this 
region, as elsewhere in Punjab,’* which 
were posing a direct threat to the agricultural 
prosperity of the province and the collection 
of revenue. In fact, the fast spreading pro¬ 
blem of the landholdings getting smaller was 
serious enough for the viceroy to order an 
inquiry in June 1936.” This fact has also 
led to the government attempts at consolida¬ 
tion of holdings, the results of which were 
not very noticeably fruitful.” The growing 
demands of the widows in this socio¬ 
economic backdrop and ever growing 
population dependent on agriculture, was 
certainly going to further compound this 
problem. It became necessary to issue in¬ 
structions and give out the guidelines of ad¬ 
ministration in this connection. The district 
officials were therefore instructed:” 

Often a young widow will present a petition 
to the Deputy Commissioner for sanction to 
marry a man of her choice, but with such 
application he is wise to have nothing to do. 
Woman's resistence to the peasant culture of 
remarriage which was designed to retain her 
within the family of her deceased husband 
was not allowed to surface. Petitions never¬ 
theless continued to be made. Petitions were 
also made by widows and even courts moved 
to deny that karewa had taken place. This 
resistance shows that many peasant women 
perceived the karewa custom to be a 
repressive one. So common was this resis¬ 
tance phenomenon that British officials 
noted in 1921 that a criminal jurisdiaion was 
most frequently resorted to by the deceased 
husband’s brother to lodge a complaint 
under .section 498 of the Indian Penal Code 
to counter the widows’ attempts to escape 
by asserting that a marriage by karewa or 
chaddar andazi had taken place whereas it 
was firmly denied and challenged by the 
widows.’* It was very difficult for her to 
prove to the contrary for, as pointed out 
earlier, even cohabitation could be and was 
recognised as karewa. Once marriage or 
remarriage status was accepted, on no ac¬ 
count could a Hindu woman claim release 
from it.” As against this, there was no limit 
to the number of wives a man could have 
either through shadi (a caste marriage) or 
by karewa.^ 

The customary law of the land, with full 
force of the colonial administrators, 
safeguarded the landed property away from 
a woman’s possession. Interestingly, not 
allowing women to inherit property was a 
view which found a sympathetic and even 
an enthusiastic chord among many British 
officials.*' Whatever little right of posses¬ 
sion they came to acquire as widows was 
quickly snatched by the widespread culture 
of widow remarriage—a seemingly pro¬ 
gressive feature. Applauded by the British 
adininistrators and greatly encouraged by 
the reformist Arya Samgj movement, the 
practice as it was allowed to exist merely re¬ 
inforced the social ethos which safegua^ed 
the land in the family, clan and community. 
This is what had be^ the primary concern 
of the colonial rulers, who did not want to 
disturb the existing rural society of Punjab. 

Interestingly karewa in this region evoked 
a very perceptive observation of a Britisher 


which shows that they were fuily aware of 
the nature and operation of the karewa 
custom in rdation to women. F Cunningham, 
a British Barrister at Law, who compiled a 
draft gazetteer of Rohtak district between 
1870-1874, wrote:« 

Karewa under these conditions may be call¬ 
ed remarriage with reference to reasons af¬ 
fecting the women; but such unions often 
take place from causes which have regard to 
the man only. 

Tb the socio-economy operating behind 
the cultural ethos of karewa ih this region, 
the Arya SamaJ made its own contribution. 
It provided a justification drawn from the 
most ancient Hindu texts and offered pro¬ 
tection to those who accepted it. In actual 
practice, the Arya Samaj Jat updeshiks and 
bhajniks (preachers and singers) emphasis¬ 
ed the V^i'c derived Niyog, i e, levirate 
aspect of it and not the widow remarriage 
perse, hardly formed a part of their actually 
adopted programme. In fact, one of the ma¬ 
jor reasons for the popularity and accep¬ 
tability of the Arya Samaj in this region was 
the legitimacy that it provided to this custom 
which was looked down with great prejudice 
and even horror by the other upper caste 
Hindus mainly commercial castes. In fact 
the widow remarriage programme of the 
Arya Samaj remained extremely restricted 
elsewhere in Punjab.*' Among the over¬ 
whelming commercial caste followers of the 
Arya Samaj in Punjab a distinction was 
drawn between virgin widows and others 
who had lived with their husbands or had 
had children. The. remarriage of the latter 
evoked very strong opposition; and remained 
socially unacceptable to many of the Arya 
Samajists themselves. In Haryana alone 
where it merely legitimised its peculiar form, 
could it be called a huge success. 

The peasant ethos of Haryana-Punjab for 
reasons of its own sanctified widow- 
remarriage and even ceicberated it by 
maintaining:** 

Titar pankhi badii 
Bidhwa- kaja! rekh 
Wuh barse yue ghar kare 
Ya man nahin bisekh 

(Just as a cloud shaped like a patridge 
feather means that it is going to rain, a 
widow using kajal or paying attention to her 
toilette mekns that she is going to remarry) 
This was in sharp contrast to the high caste 
Hindus who under the Brahmanical code 
prohibited marriage completely. Instead they 
had adopted an extremely repressive system 
for widows which condemned them to a life 
of living hell. Such a state, especially among 
the child-widows had led to a wide-scale 
social reform agitation in Bengal, 
Maharashtra and the south as a response to 
which the Widow Remarriage Act XV of 
18S6 was passed by the imperial government 
which legitimised the widow-remarriage. 
Howevei, like the generally forced levirate 
marriage of the peasant culture which suc¬ 
cessfully kept the landed property intact in 
the family and in the patrilineal clan, the 
Widow-R^arriage Act also successfully re¬ 
tained the patrilineal hold over the property 
by taking away from the widow her limited 
right over it in case of remarriage.*’ In¬ 
terestingly, the social reformers whether the 


Arya Samajists in the north, or the others 
in the east or south of India, all were 
unanimous in emphasising the remarriage, 
of child-widows or virgins and were also, 
unanimous in keeping a studied silence 
where inheritance and property matters were 
concerned. 

Realities behind Reflection -of • 

Liberal Attitude | 

The agrarian milieu of Haryana which 
necessitated widow remarriage, with its own. ? 
peculiar features, also imparted a somewhat j 
liberal attitude and wide social acquiescence' 
to certain emergent practices involving : 
women. In the given geo-economic back- . | 
ground, adverse female sex ratio, prevalence 'i 
of bride-price with wife as agricultural- 
labour asset, emerged the concept of women ' 
being married to a family rather than to an • 
individual. TVanslated in terms of hard reali- ^ 
ty this concept meant that two or three ' 
brothers would share a wife;** thus began 
a systematic and extensive sexual exploita¬ 
tion of women. In 1904, P J Fagan, a district . 
level British ofFicial observed;*’ 

It is not uncommon among Juts and lower 
castes for a woman to be shared in common 
by several brothers, though she’s recognised 
as the wife of only the eldest of them. 

M L Darling, writing about the prevalence 
of this custom in 1920s and identifying it as 
‘polyandry’, similarly observed that the lat¬ 
ter was not ‘unknown’.** 

An oft repeated story of those da)^ 
popular even now,** gives a peep into this 
sexual exploitation and its common know¬ 
ledge and acceptance, albeit in a highly ex¬ 
aggerated manner. The story concerns a new 
bride who had four or five Jeth and dewar 
(brothers-in-Iaw). All of them had free sex¬ 
ual access to her. After 15 to 20 days of her 
marriage, the bride requested her mother- 
in-law to identify her husband from among 
them. Upon this the mother-in-law came out 
in the gali (street) and started to howl loudly. 
When ask^ about it. she replied: “It’s dif¬ 
ficult for me to live in this house any more 
1 have been married for forty years, yet even 
now 1 have never asked anyone to determine 
the identity of my husband. This fifleen-day 
old-bride is already asking about her's”. 

There were two more factors which seem 
to have provided grounds for the general 
acceptability of this custom. One was the ; 
emigration of men to seek out work specially . 
in the canal colonies which offered better 
agricultural opportunities as tenants or even 
as labourers and second, the wide-scale 
recruitment from this arid and famine hit 
region in the British Indian army. Both these 
factors meant that many married women 
had to live without their husbands for tong . 
stretches of time. On such occasions a man ' 
handed over his wife to his brother till he 
returned.’® E Joseph, the deputy commis- ■ 
sioner and settlement officer of Rohtak 
district from 1905-1910 writing about ‘liberal^ 
attitude’ operating behind the acceptance of (;f 
this practice which conveniently transfmed . ' 
the onus of desiring sexual favours on 
women, disclosed:’' 
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Titan Watches 

TITAN WATCHES, which commenced 
commercial production in March 1987 
and sales in April 1987, has reported total 
income of Rs 288 lakh for the year ended 
June 30,1987. Profit before depreciation 
and interest was Rs 18 lakh. After pro¬ 
viding for depreciation and interest, there 
was a marginal loss of Rs S lakh. The 
company has so far sold over 1,20,000 
watches and it already has the largest 
share of the market for quartz analog 
watches produced in India. Good progress 
has been made in establishing facilities for 
the manufacture of movement compo¬ 
nents and trial production has already 
commenced. An expenditure of Rs 32 
crore has so far been incurred on the 
Rs 58 crore project. The ■ company is 
finalising plans to make cases and other 
appearance parts. The cost of this project 
is estimated at Rs 30 crore. The company 
has also submitted an application to the 
government of India for permission to 
manufacture 2 million digital and ana-digi 
watches in collaboration with Casio Com¬ 
puter Company of Japan. 
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Interest, Profit and Wages 

A Keynes-Ricardian Approach 

Ranjit Sau 

According to a widely held view the rate of profit ought to be restored to its pn-1974 level for reviving the 
world economy which is in the grip of a prolonged general recession; and that requires a wage cut. This paper 
prints a model which displays the Ricardian stress on profit rate, the neoclassical factor substitution, the Keynesian 
effective demand, and the post-Keynesian concern for capacity utilisation. It is shown here that under certain 
conditions an under-employment equilibrium can be replaced by a full-employment-full-capacity equilibrium 
through raising the wage rate, rather than through wage cut. International aspects of the problem are briefly 
commented upon. 


FOR about a decade and a half the world 
economy' is in the grip of a general reces¬ 
sionary trend with massive unemployment. 
This also has been a period of ferment in 
theorising. It is in these years that the ‘new 
classical economics’ has taken shape; several 
other ideas too have flourished. There is no 
sign yet, one might say, of an effective theo¬ 
retical preparation to meet the challenges of 
the prevailing low ebb in economic activities. 

There is a widespread view that profita¬ 
bility of investment has to be restored to its 
pre-1974 level; and that wages arc too high 
now The road to recovery in this milieu lies 
through a wage cut. One may question the 
alleged sanctity of the 1973 profit rate by 
saying that the environment and prospect of 
economic growth has changed in the mean¬ 
time; and that no compelling reasons exist 
to beleive that profit rate ought to be today 
at the level achieved in 1973. Still the core 
of the thesis remains: should labour accept 
a lower rate of compensation, profitability 
would improve and the economy would pick 
up.^ 

We shall argue below that the rate of pro¬ 
fit in the ultimate analysis can be reduced 
to a function of three variables, namely, 
wage rate, interest rate, and the rate of 
capacity utilisation which is ^n index of ef¬ 
fective demand. In symbol, r = r (w, i, v), 
where r, w, i, and v represent the four rates 
respectively.’ Various schools of thought 
can be regt^ed as special cases in this broad 
perspective. The classical theory, for in¬ 
stance, is concerned in the main with r and 
w, while i is considered to be regulated by 
r, and v is set at unity. The neoclassical 
theory takes i and r as almost synonymous, 
and deals with the relationship between r 
and w assuming that v would be equal to 
unity in equilibrium. In Keynesian 
economics r is conspicuous by absence, w 
is kept in the background, and the attention 
is mostly paid to i and v. Neo-Ricardians 
abstract from i and v, while the post- 
Keynesians are distinguished for, among 
other things, explicitly considering the rate 
of capacity utilisation. 

In an economy all the endogenous varia¬ 
bles are simultaneously determined. Yet one 
might say that, being deHned as the excess 
of output over input costs, profit arises 
primarily in the goods market,'where the 
wage rate has an important role. Interest is 


more directly related with the asset market 
where the supply of money and bonds is an 
imj^ortant element. Indeed the relationship 
between profit and interest is one of the less 
clear areas in economics. Classical 
economists, Adam Smith and David Ricardo 
in particular, distinguished between the two. 
Ricardo put emphasis upon the rate of pro¬ 
fit as the prime mover of accumulation and 
economic growth, and treated interest as a 
secondary variable. So did Marx. Neo¬ 
classical economists identify interest with 
profit. In comparison with Ricardo, Keynes 
in a sense reversed their role The rate of pro¬ 
fit on existing capital appears nowhere ex¬ 
plicitly in his scheme; it is the rate of interest 
that occupies the centre stage both in the 
“TVeatisc” and in the “General Theory”. 

In the approach developed below we 
distinguish between profit rate and interest 
rate; in fact, the latter would be taken as an 
autonomous element, and the rate of profit 
would be an endogenous variable. The ra¬ 
tionale for this stand is as follows. The rate 
of interest is often more directly controlled 

S 


by the government through its various opera¬ 
tions in the asset market. Besides, in the pre¬ 
sent era of multinational as well as off-shore 
banking and relatively easy international 
flow of financial assets the rate of interest 
comes to acquire a characteristic that makes 
it different from the rate of profit prevailing 
in an economy. The theoretical framework 
of our analysis will focus its attention upon 
interest as well as profit; hence it may be 
termed as Keynes-Ricardian. 

The main objective of this paper is to 
characterise the movement of an economy 
from an under-employment equilibrium to 
the possible full-employment-full-capacity 
equilibrium. We shall build a model that is 
generous enough to permit the Ricardian 
stress on profit rate, the neoclassical factor 
substitution, the Keynesian effective de¬ 
mand, and the post-Keynesian concern for 
capacity utilisation. In this model wage rate 
and interest rate each will perform two func¬ 
tions. The ratio of the two rates determines 
the choice of technique of production. Fur¬ 
thermore, the wage rate contributes to ag- 


Ficure 1 



. FiriHical Widely Nowamber 28, 1987 


2067 




gregate demand by virtue of its place in the 
workers’ budget, while the interest rate af¬ 
fects investment. The rate of profit has just 
one job; it induces investment. The model 
will show alternative combinations of wage 
rate, interest rate and profit rate that would 
characterise full>employment-full<apacity 
equilibrium. It will transpire, and this is the 
most interesting part, that under certain con¬ 
ditions attainment of fuU-employment-full- 
capadty equilibrium ftom an initial position 
of under-employment equilibrium would re¬ 
quire a rise in wage rate^ rather than a wage 
cut, contrary to the widely prevailing 
impression. 

Towards the en.d we shall matte some 
observations about the financial super¬ 
structure of the economy, and also about the 
problems that arise as the economy is open¬ 
ed up to foreign trade in goods and inter- 
aation<tl flow of financial assets. 

Interest and Profit 

Consider a closed economy in the short 
run. It has a production function; 

Y = f(K, L) ...(1) 

where Y is output, K capital and L labour. 
The production function is homogeneous of 
degree one, with ail the standard neoclassical 
properties. Therefore, we can write; 

1 = f(k, m) ...(2) 

where k = K/Y, and m = L/Y. From (2) 
we get 

m = m(k), m’(k)<0 •. .(3) 

A competitive Firm hires capital and 
labour at interest rate i and wage rate w, 
respectively. Suppose that, for whatever 
reasons, it uses a fraction, v, of the capital, 
and keeps the remaining fraction, I-v, of 
capital idle. The average (and marginal) cost 
of production is then measured by ik/v + 
w m(k), which is a function of k alone given 
w, i and v. The unit cost is minimised with 
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reference to k. Hence 

i -)- v w m’(k) = 0 . • • (4) 

For maximisation of profit the firm has to 
obey (4) whatever be me level ot its output. 
We assume that the rate of profit per unit 
of output is positive. 

1 - i k/v - w m (k)> 0 .. (5) 

Let r be the rate of profit per unit of total 
capital, utilised or un-utili.sed. Then, 

r = v(l - wm)/k ... (6) 

Given w, i and v, one can find k from (4) 
and r from (6). 

We now turn to the demand side. With I 
representing investment we stipulate that; 

I = [ a{{r/i) - ij--b]. Y ...(7) 
where a and b are positive constants. The 
proportionate excess of profit rate over in¬ 
terest rate must be at least b/a for investment 
to be positive. The investment function (7) 
is a modified version of Tbbin (1969)’s 
Q-theory that has a long tradition (Keynes 
1930:174; 1936:151). Since v already appears 
in the expression for r in (6), it need not be 
included in (7) as a separate independent 
variable in addition to r. 

In Figure 1, AB represents the following 
equation. 

a((r/i) - l] - b = 0 ...(8) 

Tm slope of AB is given by a/(a+b). In view 
of (7) and (8) any point above AB has 
negative investment—a case of ‘classical 
depression’ as Malinvaud (1982) calls it. Any 
point below AB has positive investment. 

The wage bill is entirely consumed; and 
there is no other consumption. Government 
expenditure on goods is G. In equilibrium, 
then, 

Y - wsL -F I + G ...(9j 

It follows that, keeping in view (6), (7) and 

(9). . 

I = wm -F a r/i - a - b + G/Y.. .(10) 
or, kr/v - ar/f - a - b + G/Y .. .(11) 


If Kg is the given stock of capital in the 
short run we also haw 

Y*=vKg/k ...(12) 

The system is defined by flve equations, (3) 
(4), (6), (10) and (12), in five endogenous 
variables, k, m, r, v. and Y, given w, i, G, 
and Kg^. Suppose, in Figure 1, R and S ate 
two such alternative equilibrium points. 

A word about v. The short run 
equilibrium of the economy depends upon 
long-term expectations in an essential way. 
It is assumed that the given w and i will con¬ 
tinue in future. Now the short run 
equilibrium rate of capacity utilisation, v, 
is solved from the model. Following Maiin- 
vaud it is assumed that, due to uncertain¬ 
ties about the level and composition of 
future demand, one does not expect the rate 
of capacity utilisation to exceed on an 
average a value v^ somewhat smaller than 
unity. Actually the difference, 1 - v^^, may 
be considered as an index of future uncer¬ 
tainties. A simple expression of this idea is 
that the expected value v* of v is given by: 
v* = min (v, v^) .. .(13) 

with V = v^ ... (14) 

In other words, whatever v, subject to (14), 
is attained in short-run equilibrium it is ex¬ 
pected to persist. 

The story begins with a fixed capital stock 
Kg. Full capacity utilisation is defined here 
to mean that v * v^. Labour supply is fix¬ 
ed at Lg, while L is the actual employment. 
Full employment means L=L . In Figure 2, 
OB = Vg Kg and OA = Lg. So the full 
employment-fuU-capacity-utilisation point is 
at F. There is a particular interest-rate-wage- 
rate ratio, shown by the slope of the inclined 
cost line through F, such that the cost line 
would be tangential to the relevant isoquant 
(not drawn) at F. Denote that wage-interest 
ratio by (w/i)g. 

(w/i)g = Og ...(15) 

The output at F is given by Yg, and the cor¬ 
responding labour-output and capital- 
output ratios by mg and kg. Let Gg be the 
amount of government expenditure that is 
consistent with (10) and (11) under such 
circumstances.. 

In the place of (10) and (II) the full- 
employment-full-capacity equilibrium gives 
respectively, 

1 = wm” -F ar/i - a - b + Gg/Yg.. .(16) 
kg r/Vg = a r/i - a - b + Gg/Yg.. .(17) 
It follows rhat in (17): 

dr/dl<0 ifi:>aVg/K„ - (IS) 
In Figure 1, OP = a Vg/kg and CD is the 
line that represents (16) or (17). Note that 
along CD the ratio of w and i is constant 
according to (15). 

COMPARATIVE STATICS 

Equations (3), (4), (6), (10) and (12) deter¬ 
mine k, m, r, V and Y, given w, i. G and Kg 
Fix G at Gg for the subsequent exercise. A 
solution to this system is at R of Figure 1. 
Suppose it corresponds to a point within 
OAFB of Figure 2. It if falls outside this 
rectangle we ignore it. 
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With the given i corretponding to R, the 
hiU-cnployment-hill-capacity equilibrium is 
at M. The question is: how does wage rate 
change between R and M? Income is higher 
at M than at R; and r is higher at R than 
at M. Both M and R satisfy (10). Therefore, 
the wagebill, wm, must be higher at M than 
at R. 

The elasticity of substitution between 
labour and capital is e. 

e d log (k/m)/d log (w/i) ... (19) 

It can be shown that: 

d wm/d w ^ O, if 


>e fl- A!2ij_]-1 
"d log w ’ d log w ' 


..( 20 ) 


Interest rate does not change between R and 
M. In any case, if e is low a rise in w would 
raise the wage bill. Then a movement from 
R to M must involve a rise in wage rate. 

If the short run equilibrium is at a point 
like R in Figure 1 it follows that the wage- 
interest ratio is too low. A programme to 
raise income through higher government ex¬ 
penditure alone would hit the full employ¬ 
ment ceiling before it can attain full capacity 
utilisation, leading possibly to a wage- 
pushed inflationary pressure (an aspect not 
envisaged in this model where the wage rate 
is taken as exogenous). An increase in wage 
rate, or a reduction in interest rate, or a com¬ 
bination of the two, is essential for achieving 
full-employment-full-capacity equilibrium, 
under these circumstances. 

Alternatively, suppose the initial 
equilibrium is at S. Take point N which is 
vertically above on CO. One can similarly 
argu^ that, should e be relatively low, a 
movement from S to N requires a rise in 
wage rate. 

It can therefore be concluded that in the 
event the elasticity of substitution between 
capital and labour is relatively low a transi., 
tion from an initial position of under-em¬ 
ployment equilibrium to full-employment- 
full-capacity equilibrium can be effected 
through a rise in wage rate rather than a 
wage cut. 

At any point on CD the wage-profit ratio 
is n^. If wage rate rises in the course of a 
movement from R to M, interest rate remain¬ 
ing the same, it follows that the w/i ratio at 
R is smaller than in M. To put it differently,! 
if e is small, the equilibrium with arbitrarily 
given w and i, such that the corresponding 
w/i is less than n^, falls above CD. If e is 
relatively large such that the wage rate has 
to fall in the movement from R to M the 
given w/i at M must be greater than n^. 

In the short run when the capital stock 
is already in place the elasticity of substitu¬ 
tion between labour and capital is likely to 
be rather small. If the present world 
' economic situation can be considered as one 
of short-run under-employment equilibrium 
then the path to the f^ull-employment-full- 
capacity equilibrium can well go through a 
rise iilShe wage rate If the economy is now 
at R and it moves to M, then r falls; but not 
so in the case of a journey fton> S to N. Since 
the wage rate is proportionate to interest rate 
all along CD, one can And a point, say, N, 


to the right of M such that the wage rate in 
N is at the same level as at R. A movement 
from R to N would then imply that the tran¬ 
sition to full-employment-fulj-capacity 
equilibrium is accomplished through a cut 
in interest rate alone without affecting wage 
rate. What happens to profit rate as a con¬ 
sequence depends upon the location of 
N relative to R. 

Finally, we note that an external shock 
shifts the isoquants. An adverse shock like 
a rise in oil price would mean increase in k 
and m. By the same token, a favourable 
technological development would reduce k 
and m. Accordingly, CD curve in Figure I 
would shift down or up. 

Further Observations 

In our model a firm hires capital by pay¬ 
ing a certain amount of interest charge. In 
real life the story is not so simple. Invest¬ 
ment needs financing and that is quite a 
complicated thing. It gives rise to an intricate 
structure of business debt. The financial 
edifice of assets and liabilities is prone to 
systemic fragility, and a crisis in it can well 
disrupt production and investment activities 
(l.avoie 1986-87; Minsky 1986; Ihylor and 
O’Connell 1985). Stability and growth in the 
world economy, therefore, requires also an 
effective international monetary and finan¬ 
cial superstructure (Kindleberger 1973; 1978; 
Kindleberger and Laffargue 1982) 

All along CD in Figure 1 the capital- 
labour ratio and the wage-profit ratio are in¬ 
variant. The model does not envisage any 
change in the price level either. It can 
therefore, be said that this country’s com¬ 
parative advantage vis-a-vis the rest of the 
world, in the Hecksherd-Ohlin-Samuelson 


sense, remains invariant. Suppose the ex¬ 
change rate is given. Then the export and 
import of goods can be taken as known. The 
balance of trade is thus computed. Let there 
be only two financial assets in the economy, 
namely, government bonds and equity 
shares; there is no money as such. Only 
government bonds are transacted interna¬ 
tionally. The external demand for this coun¬ 
try’s bonds is a po.sitive function of the ex¬ 
cess of the domestic rate of interest over the 
interest rate prevailing abroad. Now, if there 
is a deficit in the balance of trade it has to 
be made good by the export of bonds; hence 
the rest of interest here has to be above that 
prevailing in the rest of the world. The higher 
the deficit in the balance of trade the higher 
has to be the rate of interest. In terms of 
Figure 1 it would mean moving north-west 
along CD, that would imply a falling rate 
of profit, and lower investment. Internal and 
external balances are achieved, but at a cost 
of profit rate and investment. 

The po.st-war period was witnessed an 
unexpectedly large international flow of 
financial capital, too large to be borne by 
the Bretton Woods arrangements. Such 
capital evidently responds to interest rate dif¬ 
ferentials. This fact hirther validates our plea 
for distinguishing between profit and in¬ 
terest. Interest rates may equalise acro.ss na¬ 
tional economies as a consequence of finan¬ 
cial capital movements, while profit rates are 
relatively slow to adjust, shifting of physical 
capital Aom one country to another being 
far more difficult. The asset market may be 
more agile than the goods market (Dorn- 
busch 1976); but within the asset market the 
physical assets respond less quickly than the 
financial assets. 

We have considered three policy instru- 
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ments, namely, wage rate, interest rate, and 
the level of government expenditure Even 
in a closed economy these three may not be 
mutually independent Maintenance of 
government expenditure at a certain level 
may impinge upon the rate of interest The 
fre^om of policy makers gets further eroded 
if we take an open economy, where the rate 
of interest is subject to outside influences 
However, it can be restored by an adequate 
measure of taxation on short-term capital 
flows (Keynes 1930 274.g5, Tobin 1978) 
All in all, a central point of this essay is 
as follows Much of economic theory is 
preoccupied with the relationship ot profit 
with wage L ittle is it realised that, like wage, 
interest rate too has an effect on the rate of 
profit, as does the rate of capacity utilisa 
tion Once the rate of profit is placed in this 
broader framework, a wide area opens up 
for exploration, and other policy options 
appear 

Notoh 

[This paper is part of a research project spon 
sored by the Centre for Management and Deve 
lopment Studies, Indian Institute of Manage 
ment, Calcutta It has benefited from discus 
sions with Amitava Bose I he usual release is 
granted ] 

1 The ‘world economy here includes only the 
world capitalist economy, and excludes for 
analytical convenience the socialist 
economies 


2 An interesting version of this theory is given 
by Weitrmen 1984, for a entical review of it 
see Rothschild 1986 87 For an opposite view 
that recommends a strategy of wage-led pro 
ductivity growth, see Bowles, Gordon and 
Weisskpf, 1984 

3 In the Marxian schema the rate of profit 
depends upon the rate of surplus value and 
the organic composition of capital, given 
adequate effective demand for realisation of 
profits (Sweeay 1942 68) 

4 Stability ot the equilibrium requires that 
I wm be greater than ar/i a b 
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Changes in Level of Living in Rural West Bengal 

Perceptions of the People 

Nikhilesh Bhattacharya 
Manabendu Chattopadhyay 
Ashok Rudra 

This paper is the fifth of a series reporting the results of a resurvey of villages and households carried out 
in 1985-86 in three districts of West Bengal—Bardhaman, Birbhum and Purulia—that had been covered in the 
27th and 28th rounds of the NSS during 1972-74. The findings reported in the earlier papers covered several aspects 
of the people’s level of living—private consumption, social consumption, housing conditions and stocks of con¬ 
sumer durables. The present paper presents a summary of the people’s responses to questions on their own percep¬ 
tions of changes in different dimensions of their level of living. 


IN our earlier communications {vide 
references at the end), we have reported the 
results of a resurvey of villages ahd house¬ 
holds carried out in 1985-86 in rural areas of 
three districts of W:st Bengal—Bardhaman, 
Birbhum and Purutia—that had been 
covered in the 27th and 28th rounds of the 
NSS during 1972-74. Our findings reported 
in the earlier communications cover several 
aspects of level of living—private consump¬ 
tion, social consumption, housing condi¬ 
tions and stocks of consumer durables. In 
the present communication wc present a 
summary of people’s responses to questions 
on their own perceptions of changes in 
different dimensions of level of living. 
Broadly speaking, people’s perceptions are 
in agreement with the facts elicited from 
them through interviews during the NSS 
enquiries and during the resurvey. There are, 
however, differences in details. 

The Survey Design 

Details of the survey design were presented 
in the Tirst two communications. One com¬ 
ponent of the resurvey was a resurvey of 
households covered for the NSS 27th round 
enquiry on consumer expenditure. This 
covered 67 villages and 790 households and 
aimed at collecting data on current levels of 
private consumption. The other component 
was a resurvey of villages and households 
covered for the NSS 28th round enquiry on 
housing conditions. This covered 72 villages 
and 1153 households. Data were collected on 
infrastructural facilities in these villages 
through a village schedule. The household 
schedule canvassed in this part of the 
resurvey included information On housing 
conditions including drinking water facilities 
needed for a study of inter-temporal 
changes; it also contained blocks foi recor¬ 
ding data on stocks of consumer durables 
and of clothing and footwear and on 
changes therein during a specified number 
of years. 

A block was added to the household 
schedule canvassed in each component of 
the resurvey for collecting information on 
the perceptions of the sample households 
themselves regarding changes in their level 
of living during the period of ten years 
preceding the resurvey. Questions were asked 


separately for each of ten aspects or dimen- education, ‘roads and transport’ and ‘recrea- 
sions of level of living {vide Table 1). For tion and culture’. Typically, 60 to 80 per cent 
each question again, the informant (usually of the households had felt that their living 
the head of the household) was asked to state standards had gone up during the last 10 
his or her pefception of changes in living years in regard to each of these aspects of 
standards (i) of his or her household and (ii) level of living. Against this, less than 10 per 
also separately, of the general population of cent of the households reported perception 
the village. The two sets of responses, (i) and of deterioration for most of these aspects; 
(ii), are summarised here. This is done however, for drinking water this percentage 
separately for the NSS 27th round house- was 19 from the resurvey of NSS 27th round 
holds and the NSS 28th round households, households. At the lowest end of the list, are 
The results for these two sets of households sightseeing and pilgrimage and sanitation/ 
naturally differ to some extent because of drainage, especially the latter. Few house¬ 
sampling error. It is also possible that the holds had perceived either rise or fall in 
responses were affected by the programmes living standards in the.se respects; the over- 
of collecting factual data on different aspects whelming majority of responses were ‘no 
of level of living and these programmes, as change’ or ‘no opinion’, 
noted above, were different for the two .sets Aspects numbered 1 to 3 (i e, food con- 
of households. sumption, clothing and footwear consump¬ 

tion and consumption of durables) in Table 1 
Perceitions of Change occupy an intermediate position. 

About 50 to 60 per cent of the households 
Table 1 presents a summary of the percep- felt that their living standards had gone up 
lions of sample respondents. To save space, while about 20 to 25 per cent of them per- 
wc refrain from reporting the percentages of ceived some lowering of standards in respect 
respondents whose responses were ‘no change* of domestic consumption of food and of 
or ‘no opinion’. The percentages for ‘rise’ clothing and footwear and also the stocks 
and ‘fair do not naturally add upto 100. of consumer durables in the household. 

As could be expected from our earlier The overall perception of improvement in 
results, especially those on social consump- food consumption is somewhat in variance 
tion, the responses were positive as regards with the relative stagnation in food con- 
facilities for drinking water, medical care, sumption reported in the first communica- 

TaBLE 1; PERCENTAOt OF SAMPLE HOUSEHOLDS REPOmiNC. RISE OR FaI L IN LEVEL OF LiVINO 
DURING THE Last Ten Years in Response to Quesi ions on Their Own Perceptions of Changes 

Aspect Resurvey of Domestic Resurvey of Housing 

Consumption (790 Hhs) Conditions, etc (H53 Hlw) 



Own Hh 

General 

Population 

Own Hh 

General 

Population 

(1) 

Rise 

(2) 

Fall 

(3) 

Rise 

(4) 

Fall 

(5) 

Rise 

(6) 

Fall 

(7) 

Rise 

(8) 

Kail 

(9) 

(1) Food consumption 

65 

21 

85 

2 

50 

29 

69 

4 

(2) Clothing and footwear 
consumption 

62 

19 

85 

1 

48 

25 

70 

3 

(3) Consumption of durables 

54 

22 

79 

0.8 

40 

22 

62 

3 

(4) Drinking water facilities 

71 

19 

73 

19 

81 

7 

84 

6 

(5) Sanitation/drainage 

1 

0.6 

3 

0.9 

6 

0.2 

14 

0.2 

(6) Medical care facilities 

59 

7 

60 

7 

60 

4 

60 

4 

(7) Educational facilities 

68 

0 

76 

0.5 

60 

0.4 

74 

2 

(8) Roads and transport facilities 

72 

8 

72 

8 

70 

0.5 

72 

1 

0.6 

(9) Recreational/cultural facilities 

49 

2 

68 

2 

44 

0.6 

63 

(10) Sightseeing/pilgrimage facilities 

12 

0 

17 

0 

8 

0.1 

17 

0 
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tion of this series based on quantitative data 
on food consumptitm coUectred in NSS 27th 
round and in the resurvey. This discrepancy 
is being examined carefully. In alt other 
respects, the data on perceptions are in broad 
agreement with the quantitative data on con¬ 
sumption, stocks of consumer durables, 
infrastructural facilities, etc. 

It is interesting to compare the respon¬ 
dents' perceptions relating to their own 
households and to the general population in 
the village. For items of social consumption, 
like drinking water, medical care, roads/ 
transport, and sanitation/drainage, the 
percentage distribution of responses is nearly 
the same for ‘own household’ and for 
‘general population’. This is presumably 
because the access to these facilities is 
relatively equal for different sections of the 
rural population. The improvements seem 
to have been slightly greater for the general 


population litian for the sample households 
in respect of education and for recreation/ 
culture probably because the poorest house¬ 
holds Ri^t have failed to utilise the facilities 
that had been created during the ten-year 
pmod. Fbr food consumption, consumption 
of clothing and footwear and Consumption 
of durables, the difference was quite clear— 
about 20 per cent of the households felt that 
while their own living standards had not 
gone up, others in the village had prospered 
during the ten-year period under reference. 

REASONS FOR CHANGES 

Each informant was requested to state 
why he felt that his living standard or that 
of the general population had changed for 
the better or worse. Various explanations 
were offered. These were naturally different 
for the ten aspects listed in Table 1. A brief 
summary of these reasons is presented in 


Ihble 2. This table has 10 parts or sub-tables, 
one for each aspect of level of living. For 
each aspect, the reasotts given have been 
suitably grouped for considerations of qrace. 

No reasons were offered in many cases 
where the response was ‘no change’ or ‘no 
opinion*. On the other hand, mote than one 
reason was given in a few cases. Thus, the 
total of the percentages for different types 
of reasons may be above or below 100. 

For food consumption, consumption of 
clothing and footwear and stocks of con¬ 
sumer durables, the main reason for im¬ 
provement or worsening was the perceived 
rise or fall in real income: The improvement 
in the supply of drinking water was mainly 
ascribed to additional tubewells and wells, 
especially the former. In a good number of 
cases, however, wells and tubewells had gone 
out of use. Very little had happened in the 
sphere of sanitation and drainage facilities. 


Tabi.e 2: PtwtNiAGF, oi Sample Househoids Offering Different 

Reasons (Explanations) for Perceived Ri.se oh Fall in Level of 




Living during the Last Ten Years 





Reasons 

Resurvey of Resurvey of Housing 

Reasons 

Resurvey of 

Resurvey of Housing 

Domestic Con- 

Condition, etc 

Domestic Con- 

Condition,petc 

sumption (790 Hhs) 

(1153 Hhs) 

sumption (790 Hhs) 

(1153 Hhs) 

Own Hh 

General Own Hh General 

Own Hh 

General 

Own Hh 

General 



Population 

Population 



Population 


Population 

(1) 

(2) 

(3) 

(4) (5) 

(1) 

(2) 

(3) 

(4) 

(5) 

(1) Domestic consumption of food 

(3) -do- reduced 

7 

7 

4 

4 

(1) Rise in (real) income 

74 

97 

50 77 

(4) Other rea.sons 

2 

2 

3 

3 

(2) Fall in (real) income 

21 

1 

27 4 

(5) No opinion/no response 

29 

29 

31 

31 

(3) Other reasons 

12 

0.3 

II 2 






(4) No opinion/no response 

8 

9 

14 20 

(7) Facilities of education 



(2) Domestic consumption of ctothing and footwear 

(1) Primary school nearer 
than before 

28 

33 

17 

21 

(1) RISC in (real) income 

(2) Fait in (real) income 

71 

19 

82 

1 

46 73 

24 4 

(2) Middle/UP/high school 
nearer than before 

27 

27 

22 

28 

(3) Other reasons 

18 

6 

II 2 

(3) High school/college 





(4) No opinion/no response 

12 

11 

19 21 

nearer than before 

4 

5 

6 

6 

(3) Stocks of consumer durables 

(4) Pre-existing institution 





(1) Rise in (real) income 

64 

94 

43 68 

strengthened 

12 

14 

10 

13 

(2)'Fall in (real) income 

24 

1 

23 3 

(5) -do- weakened 

2 

3 

2 

2 

(3) Other reasons 

IS 

3 

8 2 

(6) No opinion/no response 

26 

20 

31 

22 

(4) No opinion/no response 

13 

13 

23 25 

(8) Roads and transport facilities 


(4) Facilities of drinking water 


(1) Roads built/improved 

28 

28 

22 

22 

(1) Additional wells/ tube- 




(2) No of buses increased 

40 

40 

41 

42 

wells dug/sunk 

53 

58 

66 69 

(3) Railway facilities 





(2) Tkp water arranged 

7 

9 

4 4 

improved 

10 

12 

6 

6 

(3) Existing wells/tubewells 




(4) Other reasons (for 





repaired/renovated 

1 

1 

2 2 

deterioration) 

13 

IS 

0.2 

0.2 

(4) Some wells/tubewells gone 




(5) No opinion/no response 

IS 

IS 

22 

20 

out of use or become 
dry in off-seasons 
(S) No opinion/no response 

31 

6 

30 

4 


(9) Recreation 

and cultural facilities 


6 4 

(1) Library set up/improved 

(2) More private/commu- 

16 

17 

15 

14 

(5) Samtation and drainage arrangements 

nity radios 

21 

38 

21 

40 

(1) New public latrines 




(3) Cinema house nearer 





constructed 

0.5 

3 

2 9 

than before 

5 

4 

3 

5 

(2) Household latrine con- 




(4) More frequent Jatra 





structed/improved 

0.2 

0 

0 0.2 

performances 

4 

6 

9 

12 

(3) New drainage 




(5) Other reasons (for 





constructed 

0 

0 

2 2 

deterioration) 

2 

3 

0.3 

0.3 

(4) Old drainage constructed 

0.:« 

0.4 

2 2 

(6) No opinion/no response 

37 

23 

38 

22 

(5) No opinion/no response 

75 

73 

70 62 

(10) FacUilies for sightseeing, pilgrimage, etc 


(6) Facilities of ntMica! care 


(1) Rise in (real) income 

5 

5 

5 

9 

(1) Hospital/PHC nearer 




(2) Fall in (real) income 

0 

0 

0.1 

0 

than before 

17 

17 

21 22 

(3) Improved facilities for 





(2) Staff of pre-existing 




travelling 

2 

3 

2 

5 

institution strengthened 

26 

27 

22 22 

(4) No opinion/no response 

69 

70 

69 

63 
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Improvinnents in medical fadiides had come 
about iMitly because new medical care insti¬ 
tutions had been set up nearer and partly 
because Ae number of doctors, nurses, etc, 
in the pre-existing institutions had been 
increased. The improvement of educational 
facilities had come through the establish¬ 
ment of new institutions (mainly primary 
and high schools) being set up nearer than 
before. Improvements in roads and transport 
facilities had occurred mainly through in¬ 
creases in the number of buses plying. Con¬ 
struction of new roads, improvements of pre¬ 
existing roads and of nearest railway faci-' 
lities had also contributed in good many 
cases. Recreational and cultural facilities had 
expanded markedly through increase in the 
number of radios—private or community 
owned—in the village. Setting up and 
strengthening of libraries and more frequent 
jatra performances were also cited as impor¬ 
tant fetors. Changes in facilities for tours 
for sight.secing, etc, did not seem to have 
made any marked impressions; most of the 
respondents did not offer any reason for the 
changes in this respect. Increased real 
income and improved facilities for travelling 


DISCUSSION 


IN his comment (EPW, September 26) 
G Thimmaiah (GT) has pointed out what he 
considers to be certain misconceptions in our 
interpretation of the terms of reference of 
the Ninth Finance Commission (EPW, 
July 25). We shall deal with only two impor¬ 
tant aspects dealt with by GT. 

In regard to the constitutionality of the 
union government giving directions to the 
Finance Commission through the presiden¬ 
tial order, GT quotes the Australian practice 
and states “that there is no unconstitu¬ 
tionality involved in giving guidelines to the 
Indian Finance Commission”. Firstly, while 
we had mentioned certain reservations even 
about guidelines in our paper, what we stated 
to be clearly unconstitutional was not the 
giving of guidelines but the itisue of direc¬ 
tions. 'fit had made the point that, in going 
from the wording of the terms of reference 
of the earlier commissions where it had been 
stated that “the commission shall have 
regard, among other considerations” to the 
wording in the present terms of reference 
that the commission “shall ... adopt a nor¬ 
mative approach...”, the union government 
ha'd gone from giving guidelines to giving 
directions and what we considered un¬ 
constitutional was the giving of such 
diredfions. 

The Finance Commission has two distinct 
responsibilities. It has to make recommen¬ 
dations under Article 280(3) in regard to the 


were meniioned in a small proportion of 
cases. 

[The authors are grateful to the authorities of 
the NSS organisation, government of India, for 
supplying them necessary information includ¬ 
ing household lists and fiiied up. schedules of 
NSS 27th and 28th round enquiries on con¬ 
sumer expenditure and housing conditions, 
respectively.] 
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distribution between the union and states of 
the proceeds of certain taxes. It also has to 
recommend the principles which should 
govern the grants-in-aid of the revenues of 
the states. The nature of the responsibility 
of the commission is different in these two 
aspects. In regard to the second one, which 
is under Article 273, the grants-in-aid are 
from the Consolidated Fund of India and 
arc meant for states “as parliament may 
determine to be in need of assistance”. In 
this case, therefore, the union government 
has a special role |n as much as the need of 
the state requires to be determined and the 
grant is from the Consolidated Fund of India. 
On the other hand, under Article 280(3) 
there is a constitutional right of the states 
to a share of certain taxes and the determina¬ 
tion of this share is in fulfilment of this right 
and not for meeting any particular need. No 
doubt, while determining the share of the 
states, the respective resources and needs 
would have to be taken into account but the 
entire approach would be different here from 
the approach under Article 275. This distinc¬ 
tion was taken into account in formulating 
the terms of reference earlier when certain 
considerations, which the commissions were 
asked to “have regard to, among other con¬ 
siderations”, were indicated only in relation 
to Article 273 grants. It is only at the time 
of the Seventh Finance Commission that, for 
the flrst time; such considerations which the 


Finance Commission was asked to take into 
account were applied both to its task under 
Article 273 as well as to its task under 
Article 280(3). And now, what were ‘con¬ 
siderations' before have been made ‘direc¬ 
tions' and it is to this that we objected. 

We do not see the relevance of quoting the 
Australian constitution or precedent when 
the position under our own constitution is 
quite clear. However, even if we take the 
Australian position quoted by GT into con¬ 
sideration, it will be seen that the word 'shall' 
has been used in an Act and not in the terms 
of reference. Even the Australian Act, which 
GT quotes, merely states that “the commis¬ 
sion shall enquire into and report” upon 
certain matters. It does not specify the 
manner in which the commission shall 
enquire into these matters. In fact, the 
provisions of the Act quoted by GT are 
analogous to article 280(3) itself and not to 
the terms of reference. When it comes to the 
terms of reference, the wording used (again 
in the quotation given by GT himselO is 
“having regard inter alia to”. Thus, it will 
be seen that even in the Australian practice 
the wording used is the wording that was 
used by us till the Eighth Commission and 
not the peremptory ‘shall’ that has now 
been used. 

As regards guidelines Gl' establishes a cor¬ 
relation between the provision of guidelines 
and the performance of the commissions 
which is not clea' to us. According to him 
the first four or Five commissions “failed 
miserably and repeatedly”, because they were 
not given “too many guidelines” and it is 
for this reason that the central government 
has been giving “appropriate guidelines to 
the recent commissions hoping that they will 
do a better job”. We shall not enter into a 
discussion whether the first five commis¬ 
sions had failed miserably and the subse¬ 
quent three commissions had improved in 
their performance.,We will merely point out 
that the statement of GT that the central 
government could not remain indifferent to 
“the worsening federal financial relations” 
is factually incorrect and misleading. It 
.cannot be said that federal financial rela¬ 
tions worsened upto the period covered by 
the Fifth Finance Commission and improved 
thereafter. If anything, it is the contention 
of the states that they have been worsening 
subsequently. Secondly, even assuming that 
these relations have been worsening, the 
reason for this has to be sought in the 
political situation in the country and the 
style of functioning of the union and the 
state governments and not merely in the 
awards of successive finance commissions. 
Whatever this may be, to say that finance 
commissions have not* functioned properly 
and that therefore the guidelines are being 
provided is to insult the commissions. Are 
we to take it that the union government con¬ 
stitutes a statutory commission of such a 
quality that it cannot be expected to func¬ 
tion properly unless it is guided in the right 
direction by guidelines provided to it by the 
union government? What is crucial to the 


Terms of Reference of Ninth Finance 

Commission 

B P R Vithal 


Beoaomic gad Po^itioal Weekly Nowembm' 28. 1987 


2073 



quality of the recommendations of a com¬ 
mission is its composition and the ability of 
its members rather than the nature of the 
guidelines. If the union government feels 
that it has in their finance ministry persons 
with such experience and wisdom as to be 
able to distil proper guidelines from previous 
experience, nothing prevents them from 
bringing these to the notice of the finance 
commission by way of submissions made to 
it just as state governments do, rather than 
use for this purpose the prerogative of for¬ 
mulating the terms of reference. 

Discriminatory Treatment 

The second major criticism of GT is in 
regard to the view expressed by us that a nor¬ 
mative approach may open the way to sub¬ 
jective judgments. While GT finds this view 
‘amusing’, he himself concedes that the term 
‘normative approach’ may be interpreted in 
many ways and that “once the commission 
decides to use the selection process, value 
judgment becomes inevitable". He, therefore, 
concedes our fears: he merely expresses the 
hope that these fears would prove to be un¬ 
founded and he gives extensive advise on 
how these can be avoided. But the fact 
remains that there is room for apprehension. 
This is all that we had stated. Our apprehen¬ 
sions arise out of the context in which the 
normative approach has been now pre¬ 
scribed—the broad political context and 
the narrower framework of the terms of 
reference themselves. In the terms of 
reference of the Ninth Commission it has 
^n stated that the commission shall adopt 
a normative approach in regard to both the 
states and the centre but, while in the case 


of the centre it has been asked to keep in 
view the special requirements of the centre 
and its “other committed expenditure or 
liabilities”, in the case of the states, there is 
no mention of committed expenditure and 
the commission has been asked to keep in 
view only “the special problems of each 
stat^’. Thus white in the case of the centre, 
the normative approach will be circum¬ 
scribed by the commitments and liabilities 
of the centre, in the case of the sutes, there 
is no such compulsion. This implies that 
even the existing commitments of the states 
will be judged by the commission on the 
basis of norms, which means the commis¬ 
sion would be sitting in judgment on what 
a duly elected government has already com¬ 
mitted with the approval of its legislature, 
while in the case of the centre such com¬ 
mitments will be accepted. This is where the 
risk of the subjective judgment and its con¬ 
sequences become greater and this is where 
the entire approach becomes discriminatory 
as between the states on the one hand and 
the centre on the other. 

Another such discriminatory treatment in 
the terms of reference has been staled by GT 
himself as follows: “But unfortunately it is 
not clear whether this particular requirement 
should be made applicable to both the cen¬ 
tral and state governments or only to state 
governments. 1 f it is made applicable to only 
state governments then the normative ap¬ 
proach loses its objectivity. So the Ninth 
Finance Commission should persuade the 
central government also to accept this 
requirement of resource mobilisation effort 
and financial discipline.” What GT himself 
states is thus a sad commentary on the man¬ 


ner in which the terms of reference have been 
loaded and on the relative position of the 
central government and the Finance Com¬ 
mission. Obviously, in this view, the Finance 
Commission can penalise the state govern¬ 
ments if they fail to observe financial 
discipline but it can only try to “persuade 
the central government” to accept the same 
discipline. Such a pitiable position can be 
avoided if the Finance Commission chooses 
to take the stand that the union government 
cannot give it any directions as to the 
manner in which it should approach its task 
and that it will take the terms of reference 
only as guidelines, which it can take into 
account among other considerations but can 
also modify to the extent it considers 
necessary in the interests of maintaining 
equity between the union on the one hand 
and the states on the other. Our plea was 
only that, constitutionally, it would be en¬ 
tirely in order for the commission to take 
such a view. 

Experts who construct models tend to get 
captivated by them just as the rest of us get 
captivated by other models. However, the 
illusion of rational objectivity which a socio¬ 
economic model gives sometimes conceals 
the subjectiveness that goes into the inbuilt 
assumptions. These models also therefore 
have, like our other models, elements of 
illusion which conceal some realities! Thcie 
is a process of reification taking place here. 
If, therefore, our reservations appear “amus 
ing” to GT, his faith in the panacea of a nor¬ 
mative approach, given the totality of the 
terms of reference of the Ninth Finance 
Commission and the overall context in which 
this commission has to function, appears to 
us to be naive. 


TENDER NOTICE 

GOVERNMENT OF MAHARASHTRA IRRIGATION DEPARTMENT 

Sealed percentage rate tenders in B-1 Form are invited for the following works by Executive Engineer, Surya Canal Division No. 1, 
Navali Palghar from registered contractors. Tender will be received in the office of Superintending Engineer, North Konkan Irrigation 
Project Circle, Kopary Colony, Thane upto 14.00 hours on the date mentioned in Col. No. 9. Three Envelope system will be adopted. 
Application should be on letter head or original registration certificate should be shown while applying for the tender form. 


Sr. No. Name of 

Estimated 

Time 

Earnest 

Security 

Date of 

Cost of 

last date 

Type of 

Minimum 

\M3rk 

cost 

iimit 

money 

deposit 

issue 

blank 

of receiving 

Tender 

class & 


(Rs) 


(Rs) 

p0% in 

blank 

tender 

tender 


registration 





cash & 

tender 

form 

form 







50% from 
R.A. bill) 

form 

(Rs) 








(Rs) 






1. 2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

1) Constructing 










M.l. Scheme (lank) 

4329898 

18 Month 

43298 

86598 

26-12-87 

300 

5-1-88 

8-1 

Class III 

® Aswan, Tah- 





to 




& 

Dahahu, Dist:-Thane 





30-12-87 




above 


Blank tender forms can be had from the aforesaid office on the dates mentioned above during office hours on payment as shown 
in column No. B (Rs. 35/- will be extra if required through post, and postal delivery will be at tenderer's risk). The offer shall remain 
valid for 120 days from the date of opening the tender. Right is reserved with the Superintending Engineer, North Konkan Irrigation 
Project, Circle, Thane (Kopary colony) to reject any or all the tenders without assigning any reason therefore. 

Sd/- 

Executive Engineer, 
Surya Canal Division Na 1, 

001^87/88/945 Navali (Palghar). 
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Energy-to open up your sources of power 

Voltas is the largest manufacturer of mining ^ Voltas Is what it has to be. An extensively 

equipment in the private sector, h has created * diversified business to satisfy the essential 

many facilities to develop energy sources such needs of society, it believes excellence in 

as coal and electricity. Thus Voltas Is also an performance is an achievable virtue. 

Important name in electric motors, 
transformers, switchgear and capacitors. Energy 
Is a major example of the multi-dimensional 
activities of Voltas. 
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Drought and the Economy 

Given the linkages between agriculture and the rest of the economy, 
the economic problems emerging from the current drought are 
bound to be formidable. The management of the economy in the 
immediate future would be ail the more difficult because the 
options available to the government in coping with the pressures on 
both the demand and the supply sides are severely limited. Against 
this background, a critical assessment of the Annual Report 
of the Reserve Bank of India for 1986-87. 2108 

Tradition and Modernity in Colonial Society 

Central to the changes taking place in the intellectual domain in 
colonial India were the cultural-ideological struggles occurring 
simultaneously on two planes: against the ideological basis of the- 
traditional order and against colonial hegemonisation on the other. 
While traditional culture appeared inadequate to meet the challenge 
posed by the West, colonial hegemony tended to destroy the 
tradition itself. The intellectual situation in colonial Indfa 
was shaped by the struggle against both. 2115 
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Forty Years After 

The leadership of India’s freedom 
struggle was revered in many 
oppressed countries of the third 
world and for quite some time 
after independence India was 
treated as a pioneer in efforis at 
nation-building, politically as well 
as economically. What 
then has gone wrong? 2102 

Class and Cluster 

The application of Cluster 
Analysis to a village in West 
Bengal leads to the identification 
of classes which arc very close to 
the classes defined by 
Lenin and Mao Tse-tung. 2121 


T^ii^ Jharkhand 
to Delhi 

So inspired are some of the 
Jharkhand leaders by the examples 
of AASU and the GNLF that 
their whole effort is directed at 
initiating a ‘dialogue’ with the 
centre, to the neglect of the 
many real problems of the 
tribal people. 2087 


Hoarding Capital 

Large business houses are 
collecting funds from the capital 
market in excess of their 
requirements, thereby creating 
difficulties for others in raising 
capital. The Controller of Capital 
Issues has been conniving 
in these goings on. 2091 


What Teachers Deserve 

All the cupidity, unimaginativeness 
and clumsiness of the education 
bureaucrats only faithfully reflect 
the same qualities displayed by 
teachers in their activities in 
universities and colleges. Teachers 
in India cannot hope to get a 
better education ministry 
than they deserve. 2093 


Breaking-point 

A free-ranging democracy is 
incompatible with the concept 
of a royal p\ime minister. 
Something has got to give. 2083 


Fijian Masks 

The military coup in Fiji was in 
reality an Alliance party coup in 
which Sitiveni Rabuka was the 
hired gun of Mara and other 
defeated politicians hungry for 
power. It is clear that democratic 
processes in Fiji were tolerated 
only as long as the Alliance 
retained power. 20% 


Bureaucratic Feudalism 

Faced with decline in their rental 
incomes and with increased 
peasant involvement in the market, 
landlords in different parts of the 
country are using their control 
over the political and 
administrative apparatus to extract 
a share of the output of 
the peasants. 2089 
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LETTERS TO EDITOR 


Nari Mukti Sangharsh 
Sammelan 

AFTER a full 100 years of the inter¬ 
national decade of women, and in spite 
of the growth of organisation and con¬ 
sciousness, women in India continue to 
experience increasing violence, rape and 
dowry deaths. They are excluded more 
and more from work in the organised sec¬ 
tor; they continue to be marginalised as 
labourers and peasants, and their con¬ 
tribution to subsistence and reproduction 
remains unrecognised. In spite of this, 
large numbers of women are today ready 
to fight the growing goondaism and fun¬ 
damentalism which seeks to push them 
backwards under patriarchal control, to 
keep them propcrty-lcss and rcsourceless 
and to deprive them of ail rights as human 
beings. Women have joined in people’s 
democratic struggles of all kinds and arc 
creating their own organisations and 
movements. As part of this struggle, 
women from all over the country are 
coming together on February 5-8, 1988 
to organise a Nari Mukti Sangharsh 
Sammelan in Bihar. 

Women in Bihar, both adivasis and 
agricultural labourers, have been struggl¬ 
ing for their right to land and other 
resources. Following the Arwal massacre, 
people who had so far been struggling 
often in isolation in thousands of villages 
in north and south Bihar came together 
to build a massive upsurge that shook the 
portals of power in Patna. Women, 
fighting for their livelihood as peasants 
and labourers, fighting for dignity against 
sexual assaults from the powerful, fighting 
for rights to land and property, have been 
central to this struggle. 

We, women’s liberation activists, in¬ 
dividuals as well as those belonging to 
different organisations feel that it is 
necessary for all women in India to sup¬ 
port and build the struggle in Bihar. In 
spite of organisational fragmentation and 
ideological differences we have been able 
to come together in two national con¬ 
ferences (Bombay, November 1980 and 
December 1985). Let us come together 
now for a third, a four-day sammelan. 
Workshops will be held for three days’. On 
the fourth day we will massively gather in 
an open meeting to call for an end to state 
patriarchy and male violence, full demo¬ 
cratic rights for all organisations building 
women’s struggle, full rights of women to 


land, houses and other property, and the 
building of new relations between men 
and women free of domination. 

Your help is needed—in the form of ac¬ 
tion, mobilisation, money and publicity— 
for this conference to succeed. Drafts/che¬ 
ques should be made in the name of Nari 
Mukti Sangharsh Sammelan. For com¬ 
munication and contributions, contact the 
following; Administrative Committee, 
Nari Mukti Sangharsh Sammelan, C/o 
Kiran Shaheen, 55 Narmada Apartments, 
New Dak Bungalow Road, Patna 8(X)00I. 

OOVIND Kbt KAR 

New Delhi 

Pitfalls of Functionalist 
Approach 

SATYA DEVA’s review of "The Other Side 
of Development: Social-Psychological Im¬ 
plications” edited by K S Shukla {EPW, 
November 14) is the kind of review that 
deserves attention from serious readers all 
over the country. He has been able to ex¬ 
amine critically the contribution of each 
writer in the volume and what he offers 
by way of criticism is largely in confor¬ 
mity with the thinking of many of us. He 
rightly takes to task K S Shukla for his 
failure to make the elementary distinction 
between industrialisation and capitalism; 
P R Dubhashi for his inability to see any 
problem with India’s approach to develop¬ 
ment; S C Dube for being on both sides 
as “such duality interferes with consisten¬ 
cy in social theorising”; Yogendcr Singh 
for his all-embracing eclecticism; 
H R Chaturvedi for castigating the five- 
year plans for being basically economic; 
M K Singh for adopting the func¬ 
tionalists’ framework in her description of 
crime; K S Shukla and Rekha Sexsena for 
their fascination for behavioural methods; 
B R Pande for his failure to identify that 
"the rich indulge much more in crime 
than the poor and powerless”; Gangadhar 
Jha for being taken in by the rhetoric of 
the ruling class; P M Bakshi for ignoring 
the most important cause of corruption, 
namely, the collusion between politicians 
and businessmen; and P D Sharma for 
resorting to Parsonian usage of words 
lacking ‘correctness’ and clarity. 

Satya Deva’s review conveys to the 
readers the persistent flaw of Indian social 
scientists adopting the functionalists’ 
framework in their analysis. Unlike their 


counterparts in many other countries they 
seem to be shying away from using marx- 
ist or neo-marxist approaches to explain 
the relationship of the problems they ad¬ 
dress themselves to with exploitation and 
poverty. 

l.veave aside other problems, even the 
distribution of ill-health in the villages 
very much follows the distribution of in¬ 
come. Those with lower incomes invariably 
have higher rates of morbidity and mor¬ 
tality. Inequalities in resource allocation 
serve to reinforce more fundamental class 
and caste differences in health and illness. 

The only place where Satya Deva tends 
to exaggerate is when he quotes the divi¬ 
sional commissioner. Who told him that 
“ruling politicians demanded that five 
murders and five rapes should be per¬ 
missible for each of them”? This is 
somewhat on the high side! 

D N Kakar 
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Ghosts of Bhopal 

T hree years to the day after the grim disaster of Bhopal. 

the Central Bureau of Investigation has at last decided that 
the officials of the Union Carbide Corporation can be charged 
with the culpable homicide of the thousands of people living 
around the Union Carbide plant. It has charge-sheeted nine of¬ 
ficials of UCC and UCIL on the giounds that they were well 
aware that lapses in the design and the running of the plant of 
the MIC plant would cause death and injury to humans and 
animals but had not taken any precautionary measure. This is 
indeed another example of the kind of irony that has been at 
play in Bhopal ever since that night of December 2, 1984. The 
design and operational defects that the CBI has now identified 
as dangerously faulty had been apparent to several independent 
experts as early as a few months after the disaster. IVue, the CBI 
needed to collect and marshall enough evidence to support the 
allegation. But surely, an investigation of this nature, where the 
health and lives of thousands of people were at stake, could have 
been expedited? 

Even more curious is the fact that the government of India 
should go in for negotiations to reach an out-of-court settlement 
with Union Carbide even as all these data which would indict 
the company and its officials in a criminal case were being accu¬ 
mulated. This can only mean one of two things: either the CBI 
charges cannot be substantially supported and are merely a 
gesture to quieten the opposition to the out-of-court settlement; 
or, the investigations have in fact put together a very solid case 
which could cause irreparable damage to UC and the attempt 
now is to use it as a lever, a threat to get the multinational to 
agree to a more ‘reasonable’ settlement. The second is the more 
plausible explanation. It has been obvious that both the <!:!BI 
investigations as well as the pre-trial proceedings in the Bhopal 
district court have yielded a wealth of information which is suf- 
fleient to conclusively prove UC’s culpability. In fact, mqst com¬ 
mentators and activists have been puzzled as to why the govern¬ 
ment of India has been so secretive about its arguments to indict 
the company. The implications of this are mind boggling. It 
would mean that the government of India having already allowed 
UC plenty of opportunity to build up its defence, is quite prepared 
to let it get away with paying a meagre compensation, even while 
rejecting the responsibility for killing and maiming thousands. 

This would be a criminal act of negligence on the part of the 
government, which has assumed responsibility for the victims 
with the passing of the Bhopal Gas Leak (Processing of Claims) 
Act, 1985. There is now no dearth of information to show that 
the gas which l^ked from UCIL on the night of December 2 
not only killed people but has rendered an entire population 
helpless. An ICMR sponsored study has reported data which 
point to the persistence of systemic toxicity in the population. 
The continued deterioration in the health of the population is 
thus not merely the general impression of hospital staff but is 
grounded in physiological reasons. The extensive multi-systemic 
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damage evidenced in the population will probably be a perma¬ 
nent feature which will require long-term medical support and 
intervention.s. Moreover, it is also clear now that the 
psychological damage among the population, especially the 
children, is not only a result of the trauma of the disaster but 
has physiological roots. 

And completing this gruesome picture are the inferences from 
the Medico Friend Circle’s report, a summary of which has been 
released recently. The study, conducted six months after the 
disaster, surveyed the reproductive health of more than 8,0(X) 
women. It has recorded a four-fold increase in spontaneous abor¬ 
tion rates. For some time now it has been known that spon¬ 
taneous abortion is a very sensitive indicator of the incidence 
of congenital malformations due to environmental injury. The 
high rates recorded among gas affected women in Bhopal belie 
the ICMR contention that there has been no increase in birth 
defects. Foetal injury has been of such magnitude that fewer 
pregnancies have completed full term: and even in those that 
have, the children may well manifest abnormalities later. The 
MFC study has also reported .severe disturbances in the menstrual 
cycle and other gynaecological disorders among the gas-affected 
women. These will have progres.sively more serious consequences 
for the women in the years to come—medically, sociologically 
and psychologically. Even more tragically, it is more than likely 
that the patterns of disease in the gas-affected population has 
changed for the worse. There would, for example, be a high 
disability and mortality associated with illnesses which in normal 
populations would cause little dqmage. 

For the government to talk of an out-of-court settlement 
involving paltry sums is unseemly, unethical and inhumane. Even 
as of now, the centre and the state government have been guilty 
of unimaginable neglect—there has been an atrocious lack of 
appropriate health/medical facilities, rehabilitation measures 
have been cosmetic exercises, even the research and monitoring 
aspects of the issue have been woefully sidelined. In fact, as has 
recently been pointed out, there is not a single ongoing study 
focusing specifically on the toxicological effect of the gas leak 
on the population. 

The'other facet of the gloomy scenario of Bhopal is that the 
issue has never been thken .seriously by political parties. As a 
consequence, while it has figured in minor debates in parliament, 
hardly any pressure has been brought to bear on the centre to 
act. The fact that the government assumed responsibility for the 
citizens of Bhopal by passing the Act gave opposition parties 
a leverage which they have failed to utilise to make the centre 
more accountable or at least to expose its inadequacies. The least 
that those who believe they owe a responsibility to the victims 
of the 1984 disaster can now do is to ensure that Union Carbide 
is forced to accept its liability. And in so doing another genera¬ 
tion in another third world country perhaps, will not be visited 
by the ghosts of the Bhopal dead who will continue to haunt us. 
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FOREIGN INVESTMENT 

Open Invitation 

GONE, it seems, are the days when the 
Indian bourgeoisie wanted to chart a 
course of independent capitalist develop¬ 
ment. That was when the Bombay Plan 
(1945) was formulated, which envisaged 
a limited role for foreign capital. The 
Indian bourgeoisie now beckons foreign 
capital' to invest in the Indian economy, 
preferably to collaborate with it in so- 
called joint ventures. A background paper 
prepared by the Indian National Commit¬ 
tee of the International Chambers of 
Commerce (INC-ICC) and the Federation 
of Indian Chambers of Commerce and 
Industry (FICCI) for a seminar on ‘In¬ 
creasing Investment Flows’ states that 
there is great scope and need for reviving 
foreign direct and portfolio investment in 
India. The best way to achieve this, the 
paper goes on to say, is to accept transna¬ 
tional corporations (TNCs) as a “fact of 
life”. Their potential to provide technology 
and spur investment needs to be recognised. 

With the application of the Foreign Ex¬ 
change Regulation Act (FERA), 1973, the 
limit on foreign equity was placed at 40 
per cent unless a foreign firm employed 
‘high’ technology or exported a significant 
proportion of its output. Most of the 
foreign companies diluted their equity to 
the required upper limit stipulated under 
FERA by increasing their paid up capital 
and distributing the additional equity 
shares widely among Indian nationals. In 
this way the>' continued to retain effective 
control. Since FERA, 1973, foreign capital 
began to ally itself more closely with the 
Indian bourgeoisie in Joint ventures. Here, 
it is generally difficult to say who is the 
dominant group and who is the junior 
partner. In the Indian context, political 
links are vital since a large portion of the 
total output is sold to the public sector. 
However, by virtue of having provided the 
technology, it is possible that the foreign 
company is in effective control. If one 
considers a large proportion of joint ven¬ 
tures to be effectively foreign controlled 
then, the share of foreign capital in private 
corporate assets, sales and gross profits 
would be significant. Foreign direct invest¬ 
ment, therefore, needs no revival', it has 
been underway since the beginning of the 
twentieth century. 

Given the type of activities engaged in 
by foreign companies it is a matter of im¬ 
portance to consider whether they are at 
all conducive to the development of the 
economy. In certain branches of industry 
foreign companies play a particularly 
negative role, remitting in one form or the 
other, large sums abroad. Much of the 



are matters of transfer within the same 
TNCs where exports are undervalued and 
imports are overvalued. This is what is 
referred to as transfer pricing which can 
be far in excess of profits and dividends 
remitted. Further, in general, foreign com¬ 
panies make little contribution to national 
R and D efforts. R and D is usually cen¬ 
tralised at their headquarters and foreign 
affiliates rely on these facilities. Drug 
TNCs, for instance, do not encourage 
R and O in their subsidiaries/affiliates. 
And yet, the Indian bourgeoisie takes a 
benign attitude towards foreign capital. 

FAMILY PLANNING 

Change in Approach 

THE recent decision of the Maharashtra 
health ministry to absolve non-health 
workers from family planning work is 
commendable as well as courageous 
especially against the background of the 
population bogey being reasserted in 
national and international forums. But 
whether it will really have any impact— 
cither in achieving family planning goals 
or in terms of the target (or rather the 
victim) population being a little less 
pressurised—-is quite another matter. 

Two reasons have been put forward in 
support of this decision. One, that it 
would help reduce corruption and, con¬ 
sequently, minimise the pressure to inflate 
figures to achieve targets. And two, it 
would help to integrate family planning 
more thoroughly with general health pro¬ 
grammes. There is no denying that mak¬ 
ing the fulfilling of family planning targets 
a compulsory duty for non-health staff 
such as teachers, gram sevaks, talatis and 
other such village-level non-health of¬ 
ficials has put inordinate pressure on these 
staff which has even led to grave tragedies. 
It has also led to high rates of ‘compen¬ 
sation’—even as high as R$ 800 according 
to one newsreport—being offered privately 
to the ‘eligible’ couples. But merely 
dissociating the non-health staff from the 
family planning programme is not likely 
to resolve these problems. For, as long as 
the targets continue to be operative it will 
only be a matter of the health staff now 
taking an added initiative to hound the 
‘eligible’ couples. 

It has been widely acknowledged that 
family planning statistics are generally 
inflated'and unreliable. In fact, a recent 
meeting of ministers, parliamentarians 
and demographers has come to this very 
conclusion. Moreover, reports of the re¬ 
cent SRS surveys indicate that birth rates 
have not fallen despite a rise in Couple 
Protection Rate (CPR). In Maharashtra, 
the CPR is reported to have risen by 40' 
per cent durnig 1980-84, but there has 


been curiously enough no drop in the 
birth rate. The situation is true of most 
states. Quite clearly, the family planning 
statistics are subject to large-scale 
manipulation at some level, very likely at 
all levels. 

But the Maharashtra move should also 
be seen in another light. Assuming that 
the family planning statistics are reliable, 
the largest number of acceptors have been 
those who have opted for terminal 
methods mostly tubKtomies. According 
to a planning commission survey, the 
population is growing old—or in other 
words, the number of couples who would 
be ‘eligible’ for terminal methods would 
progressively narrow. Thus, it is necessary 
now to stress on a wider acceptance of 
spacing methods. This would require an 
approach different from the one-^ime con¬ 
tact needed for persuading people to opt 
for sterilisation. Hence, the Maharashtra 
decision even while it appears to acknow¬ 
ledge and respond to people’s criticism is 
an excellent and diplomatic manoeuvre to 
realign the family planning programme to 
accommodate the new demographic 
features. 

JAPANESE ‘AID’ 

“Third World Marshall 
Plan” 

WITH its continuing, massive current 
account surplus, Japan has emerged as the 
world’s largest creditor. At present the 
Japanese surplus on current account is 
mainly going to Tinance the US deficit. 
Japan is, however, seriously considering 
diversifying its investment portfolio to 
provide soft credit on a massive scale to 
the debt-ridden third world. 

In order to facilitate this massive flow 
of ‘aid’ the Japanese have suggested the 
formulation of what they have called a 
“third world Marshall plan’’. A somewhat 
inappropriate comparison is being made 
with the massive flow of US oedit to 
finance the reconstruction of the war 
ravaged economies of western Europe in 
the fifties. Likewise, the Japanese claim 
that they can undertake to finance the in¬ 
dustrialisation of the third world. A com¬ 
parison with the role the US played in 
financing the World Bank and the IMF 
to lend to the third world and with US 
bilateral ‘aid’ to the third world since the 
early fifties would be more appropriate. 

US ‘aid’ in real terms has declined since 
the late seventies and now the Japanese 
want to displace the US as Uie largest 
creditor to the third world. US Ud* in¬ 
duced an increased long-term dependence 
of third world economies on imports and 
forrign uwestmoit throu^ the inq)ositkm 
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of glides to appease foreign busi¬ 
nessmen. Already the Japanese Ministry 
of International Dade and Industry 
(MITI) has stressed the need for an im¬ 
provement in the investment environment 
in the third world to attract more Japanese 
firms. At present Japanese foreign direct 
investment is directed more towards 
Europe, North America and South-East 
Asia, liie Japanese now plan to invest in 
the third world beyond the confines of 
South-East Asia. Japanese investment is 
known to be even less conducive to 
economic development of host countries 
than US or West European investment. 

In any case, if there is a need to enhance 
international liquidity this can be better 
accomplished by a fresh issue of SDRs 
than by credit from one country which is 
tied to purchases from that country. 

MALAYSIA 

Familiar Pattern 

DESPITE all the tall talk about better 
South-South understanding and promises 
by our newspapers to carry more news 
about South and South-east Asia, our 
news interest still remains confined to only 
those countries which are of immediate 
concern to India’s foreign policy— 
Pakistan, Bangladesh, Sri Lanka and 
Afghanistan—and seldom extends beyond 
the sub-continent. 

Few Indian newspapers have cared to 
carry reports of events thgt have been 
taking place in Malaysia for the last one 
month. Unlike neighbouring Thailand or 
Indonesia, where the military holds sway, 
Malaysia had had a facade of parliamen¬ 
tary democracy with a multiplicity of 
political groups, although a Draconian 
law called the Internal Security Act had 
always hung like a sword of Damocles 
over political activists. Early November 
this year, prime minister Mahathir 
Mohamad, beleaguered by internal strife 
in his party UMNO (United Malays 
National Organisation), resorted to the 
security act to clamp down on critics and 
dissidents including a large number of 
civil liberties group activists. 

About 100 people have been arrested so 
far udder the Internal Security Act which, 
like our preventive detention legislations 
and other black laws, provides for in¬ 
definite detention without trial. Three 
newspapers—the English language Star, 
the Chinese language Sin Chew Jit Poh 
and the Malay language Hb/an—have 
been closed down by the government. 
Among those arrested are Chandra 
Muzaffar, leader of ALIRAN, a social 


reform organisation and member of the 
executive committee of the Asian Human 
Rights Commission: Chee Heng Leng, a 
lecturer involved in the human rights 
movement; Md Nasir Hashim, chairman 
of INSAN (Institute of Social Analysis) 
and active in the trade union movement; 
Arokia Dass, member of CAP (Consumer 
Association of Penang) who is a leading 
environmentalist; Lim Kit Siang of the op¬ 
position party in Parliament, Democratic 
Action ^rty, and Ibrahim Ali of the 
ruling UMNO party. 

The composition of the detainees in¬ 
dicates that they are from both the Malay 
and Chinese communities, as well as from 
different political groups. The ostensible 
reasons given out by the government for 
the arrests sound similar to those often 
voiced by our government—or by General 
Ershad of Bangladesh where *a similar 
spate of anti-opposition measures is going 
on right now. According to the Malaysia 
prime minister, the arrests were neces.sary 
to prevent a Malay-Chinese riot (the last 
one took place in 1969) that could be 
sparked off by the government’s recent 
decision to appoint non-Mandarin 
Chinese principals in Chinese schools 
where Mandarin was the language of 
instruction. 

Although there were no violent reac¬ 
tions, objections by the Chinese leaders 
to the official decision provided Mahathir 
Mohamad with a chance to raUe the spec¬ 
tre of an ethnic riot and thereby kill several 
birds with one stone, the Internal Security 
Act! Within his own party, Mahathir en¬ 
joyed a wafer thin majority and was fac¬ 
ing a possibility of a coup by his op¬ 
ponents. Hence, the detention of some of 
the leading critics within his own party. 
In Perak, environmental groups were rally¬ 
ing residents against the construction of 
a radioactive dump. Elsewhere, social 
groups and political parties had been 
demanding a review of the federal con¬ 
stitution which contained several op¬ 
pressive and discriminatory provisions. 
Besides, a number of financial scandals 
(including one involving the granting of 
a contract for building a highway to 
a company partly owned by UMNO 
members) had severely damaged 
Mahathir’s image. 

The pattern of events sounds familiar— 
Bofors-Fairfax scandal; communal riots; 
splits within the ruling Congre$s(l); in¬ 
creasing protests from environmental and 
civil liberties groups followed by govern¬ 
ment retaliation in the form of prolifera¬ 
tion of black laws and brutalisation of 
the police and army which are set upon 
the people. 


TWENTY YEARS AGO 

EPW, December 9, 1967 

The international boom in silver prices 
has left New Delhi cold and unmoved. After 
a few sporadic (and ill^organised) purchases 
in September, the government has left the 
silver market severely alone to the delight 
and benefit of smugglers who have been ex¬ 
porting the white metal to finance contra¬ 
band import.s, mainly of gold and artificial 
fibres. Silver is one of the few commodities 
in which this country has a price advan¬ 
tage. .. India does not, of course, produce 
any silver. But it... possesses enough silver 
to be able to maintain a steady flow of ex¬ 
ports almost indefinitely... The present 
level of world prices offers a suitable 
opportunity for conversion of government 
stocks into gold, to make a useful addition 
to the official foreign exchange reserves... 
The government can also buy substantial 
quantities from the internal market... con¬ 
verting silver into gold would make the 
government of India an active dealer in 
bullion markets, a privilege—at enormous 
profit--which has so far been enjoyed by 
smugglers. 

* * * 

In theory the National Development 
Council is the highest policy making body 
on planning; in practice its meetings turn 
out to be sparring sessions between the 
states and the centre. For the last week’s 
meeting, the setting was particularly in¬ 
auspicious. Only weeks ago three of the 
non-Congr.'ss governments formed after the 
elections had toppled in quick succes¬ 
sion ... What was the point of calling a 
meeting of the National Development 
Council just now?... The Planning Com¬ 
mission clearly had no worthwhile agenda 
for the NDC. The commission has not given 
any serious thought to the annual plan for 
the next year. Having designated the 1968-69 
as the year of transition which would restore 
stability in the economy and so prepare for 
a launching in style of the Fourth Plan the 
year after, «t now has no ideas for turning 
this year’s good harvest to the maximum 
advantage. 

« • • 

The central leadership of the Congress 
has reached a consensus on the party’s next 
president—and how! Even Kamaraj was ex¬ 
plicit and intelligible for once; “I am sorry 
the way the whole issue has been approach¬ 
ed. Everyone wants his man. They are not 
worried about policies or principles!’ 
.. .Clearly, there can be no return for the 
Congress to the position under Nehru. Both 
the Congress president and the prime 
minister will enjoy a certain special 
eminence because of the position they hold, 
but neither will be able to carry the parly 
with them on any major issue without the 
support of enough of the party’s organisa¬ 
tion men... Indira Gandhi may find this 
embarrassing at times... But on the whole 
^e has proved that she has very little to 
learn from anyone in the kind of politick¬ 
ing that is required for survival in this 
situation. 


EeoaoiBicaiid RtUtkal IMeekly December 5,1967 
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BUSINESS 


BULLION 

Price Upsurge 

THE bullion scenario that has emerged 
over the past few months provides an in¬ 
teresting study, intriguing in many res¬ 
pects. Few had ever imagined that the 
market could perform the way it has. The 
rise, particularly since the beginning of 
October, has been unprecedented, stagger¬ 
ing and bewildering. Viewed against the 
background of the havoc wrought by the 
drought in several parts of the country 
and its possible repercussion on the for¬ 
tunes of the rural community, the pheno¬ 
menal upsurge in the prices of precious 
metals has confounded even the most ex¬ 
perienced and shrewd market observers. 
The spectacular rise in prices is by no 
means the only striking aspect of she 
bullion scenario. Equally significant is the 
marked decline in smuggling activity 
despite the record spread between the 
prices of gold and silver in India and 
abroad. And no less intriguing are the 
reports about the extraordinary nature of 
transactions—in terms of volume as well 
as the participants—that have taken place 
in the Bombay market. Judging by in¬ 
quiries with knowledgeable men in the 
trade, these reports cannot be dismissed 
as wild gossip. 

First look at the staggering rise in 
prices. On November 21, silver (.999) in 
Bombay was bid up to a new all-time high 
of Rs 6,SSI per kg, showing a rise of 
Rs 872 (1S.4 per cent) since the beginning 
of the month, of Rs 1,189 (22.2 per cent) 
since the beginning of October and of 
Rs 2,280 (53.4 per cent) since the begin¬ 
ning of the year. Gold (standard) recorded 
its all-time high of Rs 3,774 per 10 grams 
on November 24, showing rise of Rs 479 
(14.6 per cent) since the beginning of the 
month, of Rs 694 (22.S per cent) since the 
beginning of October and of Rs 1,369 
(S6.9.per cent) since the beginning of the 
year. 

It is worth noting that in 1986, silver 
had recorded a net rise of Rs 299 (7.5 per 
cent) per kg and gold had risen by Rs 295 
(14 per cent) per 10 gram.s. The spread bet¬ 
ween last year's lowest and highest prices 
was Rs 650 in silver and Rs 360 in respect 
of gold. These limits were exceeded in the 
case of silver in just six sessions (between 
November 14 and 21) and in seven sessions 
(between November 16 and 24) in the case 
of gold. 

Right when bullish fervour had rwched 
a feverish pitch and market men were wat¬ 
ching in amazement the bullion balloon 
going up and up, the balloon took a sudden 
plunge. By November 27, silver declined 
by Rs 755 per kg arid gold by Rs 249 per 
10 grams, down 15.2 per cent and 6.6 per 
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cent respeaively from their peak levels. In 
a matter of few days, silver retraced 63.5 
per cent of the rise since the beginning of 
October and the retracing in the case of 
gold was 35.9 per cent. Only once before, 
during the exceptionally hectic period of 
January 1980 when the New York market 
witnes.<>^ chaotic conditions, did precious 
metals in India register such sharp 
declines. Price movements during the last 
week of November have been very erratic 
with gold and silver displaying divergent 
trends. 

The earlier meteoric rise and the subse¬ 
quent sharp decline represent the two dif¬ 
ferent aspects of the same phenomenon— 
reckless speculative activity, the ban on 
forward trading notwithstanding. The 
Gold Control administration cannot 
possibly be unaware of the goings on in 
the country’s premier bullion market. In 
view of the preceding runaway rise, the 
sharp setback in bullion prices in the last 
week of November could well be only in 
the nature of an overdue correction; no 
market can keep moving in any one direc¬ 
tion indefinitely. Whether the setback has 
also had something to do with the govern¬ 
ment’s thinking on its basic policy 
framework is difficult to say. The working 
group headed by the RBI deputy governor 
C Rangarajan has still to submit its report 
on the canalisation of import, establish¬ 
ment of a gold bank and customs duty 
payable on the same. 

It is not really the sharp setback and 
the wide swings in prices in the last week 
of November but the preceding meteoric 
rise carrying bullion prices to undreamt 
of levels which has been the subject of 
animated discussion in market circles. All 
kinds of explanations have been offered 
for the sharpest-ever upswing in bullion 
prices. In order to be able to assess pro¬ 
perly the implications of the various con¬ 
tributory factors it is necessary to take 
note of the peculiar character of the 
bullion market in India which distinguishes 
it from all other commodity markets. 

Gold and silver are among the very few 
commodities where indigenous produc¬ 
tion is almost negligible but still the 
annual turnover runs into hundreds of 
crores. Domestic production of gold is not 
even two tonnes a year whereas the total 
volume of business is reckoned at over 150 
tonnes valued at well over Rs 3,600 crore. 
The production of silver is placed at 25 
to 30 tonnes while the quantity traded is 
mentioned around 700 to 750 tonnes 
valued at over Rs 350 crore. Nobody can 
really vouch for the accuracy of these 
statistics doled out by the leading 
spokesmen of the bullion trade. 

There are about 3.40 lakh certified 


goldsmiths registered under the Gold 
Control Act and an unknown but large 
number of uncertified goldsmiths and 
artisans all over the country engaged in 
the fabrication of a wide range of or¬ 
naments as also silverwares. Unless these 
goldsmiths are carrying on an unremune- 
rative activity and are underemployed, the 
volume of business in both the metals 
must be much larger than indicated by 
conventional estimates. 

Domestic production being almost 
negligible, internal supply consists only of 
the metal made available through the 
recycling of the stocks held in the form 
of primary metal, old ornaments and 
various other articles. The supply from 
this source last year was placed around 50 
tonnes of gold and 550 tonnes of silver. 
Variations in internal supply through 
recycling of the existing stocks is said to 
be guided largely by the fluctuating for¬ 
tunes of the rural community which is 
heavily dependent on agriculture where 
the unpredictable weather remains the 
crucial factor. It is common knowledge 
that supply through smuggling constitutes 
an important element in the total availa¬ 
bility of precious metals in the country. 
Last year, illegal imports of gold—around 
100 tonnes—constituted nearly two-thirds 
of the total availability of the yellow metal 
and imports of silver, around ISO tonnes, 
accounted for a little over one-fifth of the 
total supply. The ups and downs in smug¬ 
gling activity therefore have a significant 
impact on bullion prices here. 

Smuggling activity is said to have suf¬ 
fered a sizeable setback this year. Much 
greater vigilance on the borders, stricter 
check at the airports, liberal rewards/in¬ 
centives offered to informers and customs 
officials, disruption of supply channel 
following the death of a lea4ing figure in 
the organisational set up handling the 
supply of gold and a big dent by the en¬ 
forcement directorate in the smug^ng out 
of narcotics the proceeds of which were 
used for payment for gold imported into 
India—all these factors have contributed 
in varying measures to the decline in 
smuggling of precious metals into the 
country. It needs to be noted that the 
decline in smuggling has had nothing to 
do with the behaviour of bullion prices 
abroad. Rarely, if ever at all, has the 
spread between the prices of gold and 
silver here and abroad been so very large 
as this year. New York quotations for gold 
and silver are around $ 475 and $ 6.90 an 
ounce respectively. On the basis of 
November-end prices in Bmnbay, the price 
of gold, calculated at the official exchange 
rate, works out to around $ 830 an ounce 
and Uiat of silver around S 14.80 an ounce 
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liie su|^ thiou^ smuggHog has been 
on the decline and expectations that dis¬ 
tress caused by the drought would lead to 
increased supply through recycling of the 
stocks have been belied. Speculators have 
been quick to exploit the situation. Pro¬ 
spects of reduced supply apart, lack of op¬ 
portunities for profitable deployments of 
funds on the stock etchange as well as in 
commodity markets have also induced 
speculative elements to turn their atten¬ 
tion to the bullion market. Indeed, bullion 
prices might not have risen the way they 
did if speculative activity had not assumed 
alarming proportions, ^idom before had 
one heard of purchase of gold'worth Rs 2 
crore in one shot. There have been reports 
of quite a few investment companies hav¬ 
ing effected quite large purchases of gold. 
Political uncertainty, seasonal demand 
and inflationary psychosis are mention¬ 
ed as the other bull factors. 

Expressing de,ep concern over the 
phenomenal rise in the prices of gold and 
silver, the president of the Bombay Bullion 
Association Shantilal Sonawala has urged 
(he government to check the rising trend 
by ensuring increased supply of precious 
metals. Sonawala contends that gold and 
silver are a social necessity in our custom- 
bound society and the rise in prices has 
pushed these metals beyond the reach of 
the common folk. Measures therefore 
need to be taken to bring down prices. 
Sonawala has suggested that the passenger 
baggage rules should be suitably amended 
to enable every passenger coming to India 
to bring limited quantity of gold on the 
payment of prescribed duty. Another sug¬ 
gestion relates to the NRIs being permit¬ 
ted to bring part of their exchange transfer 
in the form of gold with an obligation to 
dispo.se of this gold within a specified 
period. He has also urged the government 
to look into the possibility of allowing 
NRIs or other foreign parties to parti¬ 
cipate in gold mining ventures in the coun¬ 
try. The point has been made that it is the 
speculators and people who have acquired 
gold with their unaccounted money who 
have immensely benefited from the recent 
rise in prices. Reports that the government 
was considering the import of gold in one 
form or another have resulted in a sharp 
decline in the price of the yellow metal 
which was quoted at Rs ^470 on 
November 30, down 8 per cent from its 
peak level of Rs 3,774 touched on 
November 24. The import of gold raises 
many issues which call for thorough ex¬ 
amination. 

LEATHER EXPORTS 

Further Untapped 
Potential 

LEATHER industry has been identified 
as a thrust sector for exports during the 


Seventh .'Plan. Over the last few years, 
export earnings from leather and leather 
products have increased significantly. 
They have recorded the highest ever 
growth of over 40 per cent in 1986-87 at 
Rs 930.78 crore from the previous year’s 
level of Rs 662.51 crore There has been 
an impressive increase in export earnings 
from value-added items such as leather 
garments from Rs 15.36 crore in 1985-86 
to Rs 62.26 crore in 1986-87 and footwear 
from Rls 33.03 crore to Rs 80.38 crore. 
Even so, finished leather continued to 
account for as much as 43.5 per cent of 
total export earnings of the industry in 
1986-87. The composition of export ear¬ 
nings of the industry is indicated below; 


(Rs crore) 


Category 

1985-86 

1986-87 

Semi-finished leather 

49.07 

52.50 


(7.40) 

(5.64) 

Finished leather 

288.20 

400.89 

Uather goods and 

(43.50) 

(43.07) 

manufactures 

101.86 

156.31 


(15.37) 

(16.80) 

L,eathcr footwear 

33.03 

80.38 


(4.98) 

(8.63) 

Footwear components 

190.35 

240.69 


(28.73) 

(25.86) 

Total 

662.51 

930.78 


Note: Figures in brackets indicate percentage 
share in total exports during the year. 


It is seen that the share of value-added 
items in total exports of leather and 
leathergoods is 51.3 per cent at present. 
A target has been set to raise this share 
to 90 per cent by 1989-90. The task is not 
going to be easy and will call for moder¬ 
nisation of production methods, arrang¬ 
ing of institutional finance, establishment 
of training centres, supply of essential raw 
materials, etc. 

The government has already taken some 
policy initiatives for increasing the share 
of value-added leather products. These 
include duty-free OGL import of raw 
hides and 'skins and chrome tanned 
leather as well as crust leather and 
finished bovine leather to augment the 
domestic availability of these items. In this 
context, a total ban on exports of semi¬ 
finished and finished leather has been sug¬ 
gested. The official approach, however, 
seems to be to reduce export of these items 
in a phased manner. The government has 
imposed an export ceiling on semi¬ 
finished leather for 1987-88 to reduce 
exports by 20 per cent from the previous 
year's level. In addition, an export duty 
of 15 per cent has been levied on semi¬ 
finished leather export. Levy of an export 
duty of 15 per cent on finished leather is 
also under consideration. 

Through a notification issued on 
July 8, the list of capital goods to be im¬ 


ported under OGL for leather finishing, 
footwear and leather goods has' been 
enlarged by adding as many as 95 items. 
Imports of raw materials, chemicals and 
components for leather footwear and 
other goods have been liberalised. They 
now attract concessional import duty of 
45 per cent against the earlier levels of 150 
to 250 per cent. 

Leather and leather goods exports dur¬ 
ing the first five months of 1987-88 are 
reported to have Crossed Rs 433 crore, 
registering an increase of 31 per cent over 
the corresponding period of 1986-87. The 
Council for Leather Exports is optimistic 
that exports during 1987-88 will exceed 
Rs 1,100 crore and that nearly 60 per cent 
of these will consist of value-add^ items. 
Market forecasts for Indian leather pro¬ 
ducts indicate sustained demand from 
traditional buyers like the USSR, the US, 
West Germany, the UK and France. Of 
late, Japan has evinced keen interest in 
Indian leather products. 

The council has chalked out a three- 
year marketing plan (1987-90) for expan¬ 
ding India’s export trade in leather 
and leather products in selected thrust 
markets. Among the main objectives of 
the plan are achieving a larger share in the 
world markets, higher value realisation, 
development of new markets and diver¬ 
sification of the commodity composition. 
The major thrust in the plan will be 
on expanding exports to USSR, West 
Germany, the US, Italy, the UK, GDR, 
France and Japan. 

An analysis of exports of leather and 
leather products from India in 1985-86 
reveals that 12 countries accounted for 
82.91 per cent of total exports: 


(Per cent) 


Country 

Exports in 


1985-86 

USSR 

18.15 

US 

14.85 

West Germany 

13.14 

Italy 

9.50 

UK 

8.31 

GDR 

5.08 

F'rance 

5.44 

Japan 

2.21 

Hong Kong 

2.09 

Netherlands 

1.41 

Denmark 

1.58 

South Korea 

1.15 

Foial 

82.91 

The three-year plan drawn up by the 
council envisages increasing the exports 

from Rs 930.78 crore 

in 1986-87 to 

Rs 1,378 crore by 1989-90. This target is 
expected to be revised upwards to Rs 1,500 
crore by plan-end on account of the spec¬ 
tacular increase in exports witnessed in 


1986-87 and during the current year so far. 


. Eoonopiic and Political Weekly December 5, 1987 
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CHAIRMAN’S SUMMARY 

About tho Corporation 

Wipro is organised into four Business Units with 
the corporate office at Bombay and shares iisted 
on the Bombay Stock Exchange Wipro 
Consumer Products manufactures, markets and 
exports consumer products. Wipro Fluid Power 
develops, manufactures and markets hydraulic 
grinders and systems. Wipro Information 
Technology Limited (subsidiary of Wipro Limited) 
develops, manufactures and markets a range of 
sophisticated computers Wipro Systems Limited 
(subsidiary ot Wipro Limited) develops and 
markets product software lor the export and 
domestic market 

Each of the business units are headed by 
Pfesidents'chief executives with corporate 
direction and support in the areas ot personnel, 
finance, planning and corporate affairs 


Consolidated Financial Highlights 

Corporation financial highlights lor the year ended 
June So. 1987 compiled on a comparable and 
consistent basis, are. 

(Rs. Millions) 


1986-87 

1985-86 

1976-77 

Sales and other 
Income 

1500 

1058 

250 

ProHt after tax 

56 

41 

4 

Revenue and capital 
expenditure on R & 0 

32 

18 

— 

Shareholders funds 

225 

174 

21 

Return on average 
shareholders' funds 

28% 

26% 

21% 


We have achieved a compound annual growth of 
27% in net worth, over the last ten years,entirely 
through retained earnings 

Wipro Consumer Products 

The Government's oil policy was quite unstable 
throughout the year Lower imports of edible oils 
in the early part ot the year coupled with drought 
conditions in major oilseeds growing states for the 
second year in succession resulted in an 
unprecedented increase in the prices of 
indigenous edible oils. Consequently, the demand 
for vanaspati (cooking medium) as well as the 
profitability of the industry and the company were 
adversely affected 

We maintained our superior performance in the 
Industry with higher operating efficiencies in oil 
buying, manufacturing and marketing of our 
Sunflower and Camel vanaspati Our consistent 
thrust on enlarging our distribution network and 
competitive pricing of our consumer packs helped 
us in achieving higher volumes in these packs 

The acquired vanaspati plant at Bhavnagar. 
Gujarat, commenced operations during the year 
Production at the plant was however severely 
affected due to abnormal power cuts in Guiarat 


We are effecting a major modernisation program 
to improve eperating efficiencies at the plant The 
vqpaspati planf at Tumkur, Karnataka, was 
install^ and successfully commissioned during 
the year Sales from this plant in the current year 
wilt further rationalise distribution costs and 
enhance our market share 

We consolidated our position in toilet soaps and 
our two brands, Santoor and Wipro Shikakai. 
found wide consumer acceptance We have two 
additional brands under lest marketing We have 
commissioned our fatty acid plant which will 
reduce the cost of manufacture of our toilet soaps 
and improve quality 

In exports, we strengthened our image as a 
manufacturer of sophisticated and high quality 
shoe uppers Wo doubled our production capacity 
during the year to meet the growing demand from 
our quality-conscious customers and set up a 
shoo plant for a wider product offering. 

Wipro Fluid Power 

The modernisation of our facilities at Bangalore 
was completed during the year with the 
installation of burnishing process and centreless 
grinding. With this, our manufacturing capabilities 
are amongst the best in the industry and our 
hydraulic systems have been acknowledged for 
their precision, performance and reliabiliW by 
reputed customers like BEML. ingersoll-Rand, 
Telco, HMT 

We have successfully absorbed the technology 
for hydraulic tippmg systems lor trucks from Nencki 
AG, Switxerland and are In the process of 
developing a range of systems for Ashok Leyland 
and other truck manufacturers. 

Wipro Information Technology Limited 

Wipro's growth in the computer industry continued 
to be significantly ahead of competition, for the 
third year in succession, with sales registering 
Rs 401 million and growth 92% We maintained 
our No 1 position in miricomputers arxi were 
ranked No. 3 in the industry in terms of total 
revenue 

We consolidated our position in minicomputers, 
during the year with the launch ot Wipro S-386 
based on IntelCorporatlon's latest 80386, the first 
such minicomputer outside the United States and 
the fourth in the world White phasing out our 
earlier 8086 based models as part of our planned 
product upgradation program, we have protected 
our customers' investments by offering them 
upward compatibility 

ITfe Wipro PC senes established itself as quality 
products and retained its position amongst the top 
three in the PC segment Basic product reliability 
with superior features and good support enabled 
Wipro to increase its market share in the 
microcomputer market significantly over the 
previous year A dealer and value added reseller 
network for Wipro PCs was established (or 
providing better supix>r1 and service 

In the printers market, our FX-105 dot matrix 
printer has established itself as the market leader, 
with the excellent support provided by our 
collaborator, Seiko Epson Corporation, and our 
sophisticated manufacturing facility and high 
quality standards 

Our Systems Engineering Division combines 
expertise in computers, communications and 
controls and has contributed in several complex 
projects 

Our high customer support onentation is evident 
from the fact that our field support to sales 
personnel at four to one is amongst the highest in 
the industry We strive to provide information 
solutions through specific Industry oriented 
groups with customised hardware and vertically 
integrated software. 

We continue to invest in R&O which is the 
keys'one of our success Our R&O team of over 


1(X) specialists havfb developed and designed 
innovative computer products which nave 
enabled us to be on the leading edge of 
technology. 

Ongoing investment in engineering < 
manufacturing, testing and automation at our 
factory at Mysore enables us to match 
International quality standards. Emphasis on 
vendor development has enabled us to take up 
challenging indigenisation targets. 

Wipro Syatama LImKad 
In our first full year of sales in the domestic 
market, we achieved market leadership and 
carved the largest share in the product software 
market throu^ licensing of more than 5000 
packages at a retail value of Rs.23 million. 
Several new products were added towards the 
end of the year, extending our product range to 
cover over 90% of standard, apphcalions lor wich 
PCs are used. Our products have been well 
received by discerning customers. 

We made a major breakthrough in the US market 
by successfully launching an Activity Planning 
and Presentation package called Instaplan in 
early 1987 The product was developed by Wipro 
and is the first of its kind to be developed In India 
tor the overseas market. The product has re¬ 
ceived excellent reviews in leading US computer 
magazines, enhancing Wipro's credibility in the 
highly competitive US market and opening the 
door for more export products in the near future. 
Research and Development 
Continued leadership in business is possible in 
the long run only through R&D efforts in all areas 
of operations. Our R&D expenditure during the 
year was Rs 32 million (including Rs 11 million on 
capital account) and will significantly increase in 
the current year Our R&O centres are recognised 
by Department of Science and Technology, 
Government of India. 

Wipro Team 

An organisation can only be as effective as its 
jseople. We strive to create an environment where 
talents and skills can find excitement, challenge 
and opportunities for groiyth. 

Looking to the Future 

Wipro has clearly defined five year goals. To 
rei^at, they are: 

* Be industry leaders in all our product 
businesses — excel in management, 
technology, value and quality 

* Achieve sales growth and profits significantly 
above our irKfustry averages 

* Be the most efficient and effective in everything 
we do — to be the low cost .manufacturer, the 
low cost seller and servicer, the low cost 
administrator 

* Be close to the customer in action, example 
and spirit 

* Develop exports to be a net foreign exchange 
earner 

We have strategic effectiveness, financial 
resources, technology infrastructure and most 
important,the people to achieve these goals. 


Azim Hasham Premji 
November 9, 1987. 
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Calcutta Diary 

AM 

We may be poor, but we are not so poor that we cannot sustain a 
ruling household attuned to enjoying the luxuries of high living of 
a quality which puts into shade the standards once set by 
m^ieval royalty. The thrill our people derive from such 
exhibitions of royal pomp is supposed to constitute the binding 
cement of national integrity. 


THE nation’s airline, Air India, according 
to a recent commercial appraisal, is 
among the ten worst plying the inter¬ 
national skies. The reason is immediately 
obvious. It is not possible to pretend to 
be a business venture and at the same time 
be at the constant beck and call of royalty, 
serving whose whims must have the 
highest priority. If you possess only eight 
or ten jumbo Jets, and two of which are 
to be pulled out of normal commercial 
duties so that the prime mini$t<‘r and 
his entourage can travel to and from 
Vancouver in maximum security and com¬ 
fort and let other considerations be shoved 
aside, you cannot but opt out of the arena 
of commerce. Why are two planes needed 
to fly out the prime minister and bring 
him back, one may ask. The .second plane 
is a stand-by; suppose something happens 
to the other one, it would be pressed into 
service; this is known as contingency plan¬ 
ning. Fine, but this also straightaway 
delineates your basic priorities. Con¬ 
tingency planning is as much a necessity 
if the objective is to survive the acute com¬ 
petition in the international air transport 
business. But if you allow twenty or 
twenty-five per cent of your capacity to be 
immobilised for a full fortnight so that 
your prime minister can travel to some 
junket or other in maximum comfort and 
safety, and you do not care about catering 
during this fortnight to those passengers 
who might have intended to travel by your 
airline, you are showing a total unconcern 
for contingency planning in commercial, 
operations. Serving royalty has total 
precedence in your system of values. At 
around the time the CHOGM meet at 
Vancouver, it is now fairly widely known. 
Air India schedules went haywire, and 
those with ambition to fly the Maharaja 
and h'olding -firm reservations were 
stranded at uncongenial airports for hours 
and days on end. There were of course 
quite a number of cancellations and 
rescheduling of flights too. 

It is little use blaming Air India. It is 
the government airline, and it has to abide 
by government decisions. Other heads of 
Commonwealth countries can travel in 
commercial flights and arrive and leave as 
near-ordinary human beings. We are 
about the poorest among the one hundred 


and sixty-odd members of the United 
Nations. Poverty has however nothing to 
do with loftiness of attitude, which is an 
autonomous instinct. Perhaps because his 
predecessor—his own mother—was 
as.sassinated, it has been decided that en¬ 
suring the prime minister’s security should 
receive the highest consideration, and 
'other concerns of the nation be contemp¬ 
tuously dismissed. Underlying the deci¬ 
sion is a tacit acknowledgement of a 
specific incompetence: other heads of 
government can travel in the commercial 
circuit and those in charge can still ensure 
their security; despite all the money we 
pour on them, our security personnel do 
not feel confident that they are yet in a 
position to acquit themselves well in the 
job they have been hired for, the prime 
minister must have a plane all to himself 
should they be asked to underwrite his life 
during his travels. 

One need not be unduly exercised over 
the incidental other reports that have 
gained currency, such as in regard to the 
accoutrements of luxury during this Air 
India jaunt, the serving of caviar garnish 
for breakfast, the printing of the menu on 
special silk scrolls with silver tassels or 
Italian bed sheets costing ten or twenty 
thousand dollars adorning the prime 
minister’s retiring lounge on the plane. 
Such accoutrements are minor details of 
the overall ambience. Much more relevant 
are the general cost-benefit a.spects of a 
democracy where priorities are defined m 
terms of the needs and predilections of a 
royal household. It is an elected royalty, 
but that does not lessen the incongruity 
of the arrangements. Can we, one of the 
poorest nations on earth, struggling with 
an uncomfortably low rate of economic 
growth, awfully short of resources, afford 
a system of vitlucs where considerations 
of the personal security of the prime 
minister and his household must supersede 
all others? 

It is not a facetious query, not by any 
stretch. We are an impressionable people, 
the demonstration effect works havoc in 
our milieu. The implications of according 
absolute priority to considerations of 
security for royalty have sunk in. Time for 
the nation has come to a stop for the sake 
of security. Time as well as civility. Time 


as well as economics. Time as welt as sen¬ 
sitivity. Time as well as even a minimum 
sense of proportion. Ihaffic is held up at 
peak hours in the busiest intersections of 
metropolitan cities so that a 'very impor¬ 
tant person’ might pass by for a fleeting 
ten or twenty seconds along those inter¬ 
sections. Normal air traffic movements 
are set at disarray, because a plane carry¬ 
ing one such ‘very important person’ 
might be coming or going, and demands 
untrammelled air space while landing or 
taking off. The process of landing or 
taking off does not take more than five 
minutes; it is however normal to add, for 
reasons of security, an hour before and an 
hour after the great event. Air passengers 
are subjected to the uncouthest behaviour 
because the nation’s top people are in fear 
of their lives. Visiting government offices 
is akin to setting off on uncxrtain adven¬ 
tures in the outer space: you may or may 
not survive the expedition, you may or 
may not succeed in penetrating into the 
ultimate mystery. And if you want to visit 
a minister, the minions charged with the 
responsibility of ensuring his staying alive 
will be all the while aiming the barrels of 
their fully loaded weaponry at your throat 
or temple even as you are making your 
way towards the direction of his room or 
back and sometimes even when you are 
actually conversing with him. One need 
not mention the hundreds of road blocks 
which come up all of a sudden here, there 
and everywhere, impeding the pursuit of 
normal existence of ordinary citizenry, in 
order that the nobility could feel safe. 

It is of course arguable that it is a phase 
of immaturity we are going through, and 
it will pass. Forty years of independence 
may span nearly two generations, but it 
is, we will be told, still a relatively short 
time interval for a nation cursed com¬ 
plexities of Ihe nature that we face, in¬ 
cluding the wide disparities in the levels 
of social awareness. The crudity which at¬ 
tends the arrangements for securing the 
lives and limbs of the prime minister and 
those near and dear to him, will, we will 
be a.ssured, abate in due course. Besides, 
we will be further informed, the lavishness 
which marks the prime minister’s foreign 
junkets or, for that matter, the grotes- 
queness featuring the security arrange¬ 
ments, actually promotes the cause of 
national integrity. It is because we have 
had so little of international successes 
during the forty years of independence 
that we are in need of totems for occa¬ 
sionally boosting our morale. We are a 
democracy, but the fact that we are a per¬ 
forming royalty too, capable of keeping 
our royalty in pomp and wealth, is ap¬ 
parently of great symbolic importance: we 
may be poor, but we are not so poor that 
we cannot sustaiq^a ruling household at¬ 
tuned, to enjoying the frills and luxuries 
of higli living of a quality which puts in- 
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to shade the standards once set uo bv 
medieval royalty. The thrill our people 
deriw from such exhibitions of royal 
pomp is supposed to constitute the bin* 
ding cement of national integrity; it is not 
a vicarious pleasure which they receive 
from noticing their prime minister and his’ 
family being engaged in living it up, it is 
much more than that, it is a total iden¬ 
tification and merging of sensory percep¬ 
tions. they feel as if they themselves are 
living it up. The genre of aperience is not 
qualitatively any different from what 
stems from the make-believe world of 
Bombay films: the Bachchans and the 
Khannas and the Chakravartys are not 
extratetrestrial beings, they are flesh of 
our lumpen proletariat’s flesh, they repre¬ 
sent the summum bonum of achievement 
the lumpen proletariat always aspire to, 
the suspension of belief during the two 
hours the film is exhibited is for them the 
cosummation of dizziest impulses. A 
prime minister flaunting the banality of 
luxury serves an identical function; the 
display of vulgar pomp and reckless ex¬ 
penditure brings the nation together, it is 
as if each of us is a part of that luxury, 
the prime minister and his family are the 
make-believe sustaining the nation, almost 
like the security blanket in the Charlie 
Brown comic strip. The various inconve¬ 
niences the public are subjected to under 
the alibi of protecting the nation’s more 
important persons, we will be assured, are 
of little consequence: deep down, people 
do not mind the incivilities, they are being 
imposed upon for the cause of the greater 
glory of the nation, the important persons 
represent Ihenv, they may be unimportant; 
but those who represent them are not, the 
security arrangements are the clincher, 
and please do not talk like desiccated 
accountants, costs do not matter at 
moments when the nation discovers a 
sense of fulfilment. 

It is a formidable syllogism. But it maps 
out a medieval tape.stry. After forty years 
of independence, we are transmitting to 
ourselves a short and simple message: we 
can survive as a nation only if we fall back 
on obscurantist totems and symbols, 
otherwise we are in danger of disintegra¬ 
tion. If we continue to swear by the 
totems, we will of epurse have to sacrifice 
efficiency and economic growth. That will 
cause great strain for we would not want 
to give up the pretence of democracy 
cither. Inevitably, there will be. from time 
to time, civil strifes of various descrip¬ 
tions. To put them down, the authorities 
will need to strengthen the army and 
spend more on security. On occasion, to 
divert the minds of our people from such 
fractious happenings, they will need to 
launch on foreign exploits, such as of the 
Sri Lanka variety. As a result, economic 
growth will be further constrained, and 
resources will be under further squeeze. 
A fiscal crisis will follow. We will perhaps 
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be compdied to borroiy heavily from 
foieignert. Since heavy borrowers cannot 
be distinguished from beggars, and the 
latter cannot but be choosers, we will have 
to compromise on our sovereignty. Sooner 
or later, foreigners will emerge as the prin¬ 
cipal determinants of the nation’s policies 
and actions. 

The medieval model we have given unto 
ourselves, in other words, is unlikely to be 


COMPANIES 

GLINDIA 

New Products 

GLINDIA, formerly Glaxo Laboratories 
India, has spent Rs S.7S crore during 
1986-87 mainly on the continuing moder¬ 
nisation and rationalisation of manufac¬ 
turing facilities. It is also diversifying its 
interests in other areas. A new company 
under the name ‘K G Gluco Biols’ has 
been registered to undertake manufacture 
of products derived from maize in part¬ 
nership with Karnataka State Industrial 
Investment and Development Corpora¬ 
tion. Another separate company has been 
incorporated under the name ‘Vegepro 
Foods and Feeds’ to implement the soya 
bean project in a joint venture with 
Pradeshiya Industrial and Investment 
Corporation of UP (PICUP).'Plans for 
building construction have been drawn up 
for both the projects and schemes of 
finance have been approved by the finan¬ 
cial institutions. Glindia also continues to 
pursue its R and D efforts to increase ef¬ 
ficiencies and upgradation of technology. 
Clinical studies on a new antibiotic are at 
an advanced stage and studies on another 
drug are about to begin. Consent of the 
Drug Regulatory Authorities was received 
after conclusion of extensive clinical 
studies on a unique anti-hypertensive 
agent, Labetalol, and a new topical cor¬ 
ticosteroid Clobctasone: both these drugs 
are products of Glaxo Group Research. A 
number of new products have been 
developed by the Food Research and 
Development Department and these 
products are scheduled to be launched 
next year. Exports of drugs and phar¬ 
maceuticals increased by 7 per cent over 
the previous year, Thccompany exported 
certain new products manufactured by 
third parties. Exports of Betalonone to the 
Soviet Union and Glaxenna were higher 
than the previous year. 

The company has fared well during the 
year with sales amounting to Rs 177.'73 
crore agajnst Rs 148.48 crore in the 
previous year and gross profit Rs 16.74 
crore against Rs 14.S6 crore. These figures 
show a small shrinkage of profit margins. 
Net profit is Rs 7.39 crore (Rs 6.38 crore). 


a self-reliant one: Ibu do not nebd a Cray 
supercomputer to come to that rrahsation. 
A free-ranging democracy is not compati¬ 
ble with the concept of a royal prime 
minister. Something has got to ^ve. The 
story of the two jumbo jet planes taken 
out of Air India’s normal conunercial cir¬ 
cuit has a signiHcance which transcends 
the minor details of raw silk baggage tags 
and royal doulton chinaware. 


The unchanged dividend of 18 per cent 
is covered 2.05 times by earnings as 
against 1.77 times previously. 

Pursuant to an order passed oy the 
Delhi High Court in 1982, the government 
eventually reviewed in August 1986 the 
prices of Betamethasone compounds 
notified in 1981. On review, the govern¬ 
ment refixed the prices at a higher level 
in November 1986 thereby accepting par¬ 
tially, the company’s contentions that the 
price fixation of 1981 required reaifica- 
tion. As a consequence, amounts claim¬ 
ed in earlier years for the Drugs Prices 
Equalisation Account should now stand 
reduced by Rs 398.72 lakh, credit for 
which has been taken in the year’s ac¬ 
counts. The prices refixed in November 

1986 for Betametha.sone compounds con¬ 
sequent upon review were, according to 
the management, still lower than those 
liable to be correctly fixed under the 
applicable DPCO and the company 
therefore sought fresh reliefs from the 
Delhi High Court. The court has recently 
directed that the company be given one 
more opportunity of being heard on cer¬ 
tain aspects of the 1986 Review Order and 
has prescribed a time bound programme 
for that purpose. 

In December 1986, the government an¬ 
nounced certain measures for rationalisa¬ 
tion, quality control and growth of the 
pharmaceutical industry and in August 

1987 has promulgated a new DPCO. 
These documents contain several prag¬ 
matic measures for revitalisation of the in¬ 
dustry, both from the point of view of 
liberalisation of industrial licensing and 
reduction of the span of price control. The 
directors hope that implementation will 
be in consonance with the spirit of the 
policy. 

GOKAK PATEL yOLKART 

Reduced Dependence 
on Cotton 

GOKAK PATEL VOLKART nas shown 
impressive results for 1986-87. The direc¬ 
tors have recommended issue of bonus 
shares on a one-for-one basis and 
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maintenance of dividend at 20 per cent 
which is covered seven times by earnings 
as against four times in the previous year. 
While sales have increased by 9.47 per cent 
to Rs 48.56 crore, gross profit has advanc¬ 
ed by 55 per cent to Rs 7.55 crore. Both 
depreciation and taxation have claimed 
more than in the previous year. Even so, 
net profit has soared to Rs 4.54 crore from 
Rs 2.60 crore. 

Both Gokak Mills and Patvolk divi¬ 
sions increased their earnings. Efforts 
made over a number of years, through the 
process of continuous modernisation to 
secure the maximum economies as also to 
meet the changing market conditions, 
have brought rewards for the former divi¬ 
sion. This process is intended to be con¬ 
tinued and the management has prepared 
a plan for further modernisation envisag¬ 
ing an outlay of Rs 17 crore over the next 
three years. The yarn produced by the 
company enjoys good reputation in inter¬ 
national markets. Exports during the year 
amounted to Rs 17.72 crore against 
Rs 8.02 crorc in the previous year and are 
expected to increa.se further in the current 
year. 

The company is structuring its produc¬ 
tion in such a way that the impact of the 


rising cotton costs on proEtability of the 
final products would be minimal. For this 
purpose, it has taken a step forward to 
reduce dependence on cotton by introduc¬ 
ing blended yarn fabric, though on a very 
modest scale at this stage. 'Also, it is 
intended to further augment captive elec¬ 
tricity generation capacity in view of the 
unsatisfactory rainfall in Karnataka. 

The Patvolk division has secured an 
agency ‘ for ‘tank containers' which 
facilitate the movement of liquid cargo in 
comparatively smaller parcels. There is a 
proposal to reduce the trade share of 
foreign third country flag carriers by 
introduction of a voucher system. This 
system, if introduced, can effect the com¬ 
pany’s business as well as international 
trade of India in general. The directors 
also point out that a legislation to regulate 
shipping agency business in under con¬ 
sideration of the government. 

JAGATJIT COTTON MILLS 

Modernisation 

Programme 

JAGATJIT COTTON TEXTILE MILLS 
is raising dividend by two points to 24 per 


The Week's Companies (Rs Lakh) 



Ciiindiu 

Gokak 

Patel 

Jagatjit Colton 


l.atc.sl Year 

Last Ycai 

latest Year 

l.aM Year 

l.atesl Year 

Last Y'car 



30 6'«6 

30 6-87 

30-fi-«6 

30-4-87 

30-4-86 

Paid-up Capital 

2000 

2000 

326 

326 

925 

913 

Reserves 

3027 

2648 

1412 

1020 

4207 

4219 

Borrowings 

1901 

745 

1685 

1348 

6994 

7082 

of which Term Bortowings 

255 

258 

751 

551 

3655 

4029 

Gro.ss fixed assets 

7213 

6772 

3065 

2545 

13050 

12249 

Net fixed assets 

4343 

4347 

1816 

1458 

9850 

9734 

Investments 

25 

19 

531 

.321 

195 

195 

Current li.sbilitics 

2844 

3854 

2323 

1273 

4685 

4599 

Current assets 

5399 

4312 

3394 

2180 

6767 

6885 

Stocks 

3486 

3238 

1910 

1219 

3705 

2646 

Book debts 

717 

563 

394 

346 

1426 

1421 

Net sales 

17773 

14848 

4856 

4436 

12143 

11138 

Other income 

630 

569 

362 . 

344 

397 

176 

Raw material costs 

9794 

8019 

2189 

2416 

4698 

4985 

Wages 

2730 

2581 

1141 

1037 

1371 

1301 

Interest 

490 

297 

179 

150 

1146 

1011 

Gross profit {-i- )/loss (-) 

1674 

1456 

755 

487 

962 

1015 

Depreciation provision 

569 

494 

216 

189 

725 

708 

Thx Provision 

366 

324 

85 

38 

35 

_ 

Net profit (-r)/lo.ss(-) 

739 

638 

454 

260 

202 

307 

Investment allowance reserve 

— 

— 

86 

124 

— 

— 

Transfer to reserves 

379 

278 

303 

71 

— 

176 

Dividend 







Amount P 

— 

— 

— 

— 

21 

21 

E 

360 

360 

65 

65 

181 

110 

Rate (per cent) P 

— 

— 

— 

— 

5 to 15 

5 to 15 

E 

18 

18 

20 

20 

24 

22 

Cover (times) 

2.05 

i.77 

7.00 

4,00 

l.OO 

2.60 

Jialios (per cent) 







Gross profitAales 

9.42 

9.80 

15.55 

10.97 

7.92 

9.11 

Net proftt/capital employed 

14.70 

13.73 

26.12 

19.31 

5.54 

8.48 

Inventories/sales 

19.61 

21.81 

39.33 

27.48 

30.57 

23.75 

Wages/sales 

15.36 

17.38 

23.49 

23.37 

11.29 

11.68 


cent for the year ended April 1987 even 
though it experienced contraction of 
margins. Sates amounted to Rs 121.43 
crore against Rs 111.38 crore in the 
previous year, but gross profit shrank 
from Rs 10.15 crore to Rs 9.62 crore Net 
profit has dropped from Rs 3.07 crore to 
R.s 2.02 crore and the enhanced dividend 
is just covered as against 2.60 times 
previously. 

To part finance its modernisation pro¬ 
gramme and to augment its long-term 
resources, the company made a ‘rights’ 
issue of 12.5 per cent partly convertible 
redeemable debentures aggregating 
Rs 9.56 crorc. The issue has been fully 
subscribed and the company has retained 
over-subscription to the extent of 25 per 
cent permitted by the Controller of 
Capital Issues. As per the terms of con¬ 
version, 50 per cent of the debentures will 
be converted into two equity shares of 
Rs 10 each at a premium of Rs 20 per 
share on February 1, 1988. 

The company’s subsidiary, JCT Elec¬ 
tronics, is implementing a project for 
manufacture of 5 lakh colour picture 
tubes per annum in technical collabora¬ 
tion with Hitachi of Japan. Production 
under phase 1 has stabilised at a level of 
5,000 pieces per month and has been well 
received in the market. To raise part of the 
funds for the project, JCT Electronics 
will make an issue of Rs 24 crore. The 
polyester staple fibre project, being im¬ 
plemented by JCT Fibres, is in progress. 
As a result of an increase in the rate of 
custom duty on project imports and ap¬ 
preciation in the value of DM, the pro¬ 
ject cost has been reassessed at Rs 120 
crorc. Financing arrangements for the 
revised projeql cost are being finalised. 

VOLTAS 

Good Results 

VOLTAS has produced excellent working 
results for the year ended August 1987. It 
has raised the dividend for the year to 16 
per cent against 10 per cent paid in the 
previous year. The net profit at Rs 6.85 
crore is the highest ever made in the com¬ 
pany’s history. 

The company’s sales during the year 
have been substantially higher at 
Rs 458.40 crore against Rs 392.95 crore 
last year. As a consequence, gross profit 
after tax has sharply risen to Rs 13.76 
crore from Rs 7.32 crore. After providing 
Rs 2.91 crore (Rs 2.34 crorc) for deprecia¬ 
tion and Rs 4 crorc (Rs 1.06 crorc) for tax¬ 
ation, the net profit has more than doubl¬ 
ed to Rs 6.85 crore from Rs 3.12 crore. The 
proposed dividend will absorb Rs 2.04 
crore (Rs 1.13 crore). 
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IN THE CAPITAL MARKET 

Nuclear Power 
Corporation 

THE NUCLEAR POWER CORPORA¬ 
TION (NPC) evolved from the erst¬ 
while Nuclear Power Board was incor¬ 
porated as a public limited company on 
September 3, 1987. The main objects of 
the company arc to plan and execute an 
integrated programme for harnessing and 
developing nuclear energy for generating 
electricity on a commercial basis and to 
promote protection of the environment. 

The five units being operated by the 
company at present arc the two Boiling 
Water Reactor Units at Tarapur atomic 
power .station, the unit of 220 MW at 
Rajasthan atomic power station, and the 
two 235 MW units at Madras atomic 
power station. There are four nuclear 
power projects under construction, each 
of two units of 235 MW. Projects at 
Narora in Uttar Pradesh and Kakrapara 
in Gujarat are expected to become opera¬ 
tional during 1988-1991. Work has also 
commenced at Kaiga in Karnataka and 
at Rawaibhata in Rajasthan. The design 
work for a 500 MW plant has been taken 
in hand and a 10 units of 500 MW are 
expected to be completed by the turn of 
the century. The programme entails an 
investment of Rs 10,000 crore over a 
period of 13 years from 1987-2000. 

NPC will be issuing bonds under two 
distinct categories—category 'A' 13 per 
cent pa .secured redeemable bonds 
repayable at the end of the seventh year 
and category *B’ 9 per cent pa (tax free) 
secured redeemable bonds repayable at 
the end of the tenth year—of Rs l,(X)0 
each for cash at par aggregating Rs l(X) 
crore. The bond shall have a face value 
of Rs 1,000, each. The bond certificate 
denomination shall be of the face value 
of Rs 1,000 Rs 5,000, Rs 10,000 and 
Rs l,(X},(X)0. These will be issued under 
two alternative schemes. 

(a) Cumulative interest scheme: The 
bonds will carry interest compounded 
half yearly at the rate of 13 per cent or 
9 per cent per annum, as the case may 
be, on the prin.'ipal amount outstanding 
including the accumulated interest 
thereon. First of such interest accumula¬ 
tions will commence from the dale of 
allotment till September 30, 1988 and 
thereafter half yearly on March 31 and 
September 30 of each year and on 
redemption. The maturity value of one 
bond of Rs 1,000 each under 13 per cent 
interest category at the end of seventh 
year will be Rs 2,414 and under 9 per cent 
(tax free) interest category at the end of 
the tenth year will be Rs 2,411. 

(b) Non-cumulative interest scheme: 
The bonds will carry interest at 13 per 


cent for ctf egory ‘A’ and 9 per cent for 
category 'B* per annum, payable half 
yearly on the amount of the bond. 

The issue will open on January 7, 1988 
and close on January 25, 1988. 

SBI Mutual Fund 

STATE BANK OF INDIA launched in 
Bombay on November 28 SBI Mutual 
Fund, a form of saving, called ‘Magnum 
Regular Income Scheme-1987’. SBI 
Capital Markets the wholly-owned mer¬ 
chant banking subsidiary of SBI, are 
trustMs. 

The scheme, introduced the first time 
by State Bank of India, opened for 
subscription on November 30 for 20 lakh 
‘Magnums’ of Rs 500 each aggregating 
Rs 100 crore. The subscription closes on 
December 29 or at an earlier date (but 
not before December 7) at the discretion 
of the trustees. The duration of the 
scheme is for a period of five and a half 
years upto June 30, 1993. 

There is no upper ceiling on invc.stment 
and sub.scription can be made in 
multiples of Rs 5(X), the minimum 
subscription being Rs S(X). The SBI 
Mutual Fund will yield a return of 12 per 
cent plus per annum. In addition, a 
capital gain is likely, according to State 
Bank chairman D N Ghosh. The repur¬ 
chase price of ‘Magnums’ under the 
scheme would be at par or above. 

Ghosh said that by keeping the 
minimum investment at Rs 500 SBI 
Mutual Fund was quite confident of tap¬ 
ping savings of the small investor and 
spreading the savings habit even in 
remote areas. The entry of SBI Mutual 
Fund as a major investment vehicle 
would not only provide a choice to the 
investors but would also make a positive 
impact on the capital mbrket in the coun¬ 
try. While SBI was the first to set up the 
Mutual Fund, many banks would soon 
launch similar schemes to mobilise 
savings, Ghosh said. 

The scheme under the Fund is being 
operated through more than 400 bran¬ 
ches of the State Bank group throughout 
the country which offer to repurchase 
‘Magnums* and loans upto 75 per cent 
of the face value of Magnum certificates. 

Ghosh announced that the union 
government had. agreed to confer the 
following tax benefits to investors in the 
Fund: There will be no deduction of tax 
at source. Income on ‘Magnums’ along 
with income from other speified sources 
upto Rs 7,000 per annum would be eligi¬ 
ble for income tax exemption. Thirdly, 
investment in Magnums would be treat^ 
at par with investments entitled within 
oveiall limit of Rs S lakh referred to in 
sub-section (1 A) of Section 5 of Wealth 
Thx Act. 


Canbank Mutual Fund 

CANARA BANK is launching the 
Canbank Mututal Fund consisting of 
‘Canstocks’ and ‘Canshares’. The prin¬ 
cipal objective of Canshares will be long¬ 
term capital appreciation and that of 
Canstocks steady return coupled with 
reasonable growth. 

Canstock will be a redeemable non¬ 
debt security of the face value of Rs 100 
each. According to the promoters of the 
Fund, an investor in Canstock can expect 
a minimum annual return of 12.5 per 
cent. A repurchase facility will be 
available one year after allotment of 
Canstocks through specified bran¬ 
ches of Canara Bank throughout the 
country 

Canshare too will be a redeemable 
non-debt security of the face value of 
Rs 100 each. Since Canshares are intend¬ 
ed to be a growth fund instrument, all 
income and capital gains received under 
the scheme will be reinvested after 
making provision for expenses. The 
scheme will have ajiumber of innovative 
features. Thus if an investor retains Can- 
shares until redemption he will be en¬ 
titled, in addition to the redemption 
value, to a ‘loyalty dividend’ of 10 per 
cent of the face value of the Canshares 
held by him. Second, the scheme also 
provides for a ‘safety net’ for maintain¬ 
ing the face value of Canshares during 
the term of the scheme so as to avoid 
capital lo.ss. The trustees will nominate 
an organisation of their choice as market 
player who will, as and when necessary, 
intervene in the market to provide price 
support for Canshares. Yet another 
distinctive feature of the scheme is that, 
depending upon the surplus generated or 
accumulated in respect of the Canshares 
Fund, if the tru.stees feel that profits 
would be optimised or net asset value 
maximised by a reduction in the size of 
the Fund, Canshares may, after the ex¬ 
piry of three years from the date of allot¬ 
ment, be partially redeemed to the extent 
necessary from time to time. Canshares 
are to be listed on the Bombay Stock 
Exchange one year after allotment. 

The government of India is consider¬ 
ing extending the following tax benefits 
to the Canbank Mutual Fund and to in¬ 
vestors in Canstocks and Canshares. 
Income from Canstock/Canshares will 
be included in income from specified 
sources which is eligible for income-tax 
exemption under Section SOL of the 
Income-tax Act. Finally, investment in 
Canstock/Canshare would be treated at 
par with investments entitled to exemp¬ 
tion within the overall limit of Rs 5 lakh 
under sub-section (lA) of Section 5 of 
Wealth Ihx Act. 
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Jharkhand: Straining to be Heard 
in Delhi 

Arun Sinha 

The entire effort of the leaders of the Jharkhand movement seems 
to be directed to starting talks with the central government. So 
enamoured are they of the examples of the AASU and the GNLF 
that they cannot help betraying their eagerness to rush to the 
negotiating table. 


THREE days before the November 13 
'unity rally’ in Ranchi, the Bihar chief 
p minister calls his top officials and gives 
them a stern lecture. The sum and sub¬ 
stance of the lecture is: remember, this is 
not a Congress rally. At once trained 
bureaucratic minds get down to work. We 
shall ask the state transport corporation 
to send no buses to Ranchi. All right, no 
STC buses for two days until the rally 
ends. Some officials of the South 
C'hotanagpur division shall have a word 
with private bus operators too. Who 
amongst us are going to get in touch with 
the railway managers? That’s also done: 
no tiains to Ranchi for 24 hours from the 
afienioon o! November 14. One bureau¬ 
crat looks up the Motor Vehicles Act and 
claims to find sub sections under which 
trucks and lorries can be prevented from 
carrying any human load. That leaves 
policing, for which 2,000 baramilitary 
soldiers have already been stationed. 
Chotanagpur must be protected against 
the epidemic virus called ‘.separatism’. 

The rally is held according to the 
organisers’ plans; the people are stopped 
on their way according to the govern¬ 
ment’s plans. The soldiers do not disturb 
the gathering at Morabadi ground despite 
the enforcement of section 144; the 
government faces no charges of repres¬ 
sion. For the chief minister, it is a total 
success. Only S,000-odd tribals ‘re.sponded’ 
to the joint rally call given by SS-odd 
Iharkhand organisations. But just as the 
master and his civilised servants were 
celebrating their success, another headache 
cropped up for them. At the rally, in pro¬ 
test, November 19 had been declared as 
a day of all-Jharkhand bandh. So soon 
after the servants had closed down 
everything they were being challenged to 
k.eep everything open. This time, the 
minds refused to work accurately and 
coolly. Even the West Bengal bureaucrats, 
far better trained in repression, could be 
of little help; they themselves were going 
round and round to grasp the situation on 
the West Bengal side of the proposed 
Jharkhand. One day before the rally, they 


had been able to stop a few hundred 
cy'clisis riding from Jhargram (Midnapore 
district) to Ranchi. From various reports, 
the bandh of November 19 looked set to 
be a success. As a matter of fact, it did 
become a great success. The organisers 
had hardly had any time to prepare for 
the bandh and on the morning of the 
bandh many of the leading organisers 
were carried off to police lock-ups. Yet the 
buses and trucks did not move, the railway 
services were disturbed, shops closed 
down, people did not go to offices, the 
streets in most towns were deserted. In the 
three concerned West Bengal districi.s, 
Midnapore, Bankura and Purulia, too, the 
bandh was observed at several places. It 
was particularly effective in the Jhargram 
subdivision, where clashes also occurred, 
leaving the CPl(M) MI.A from Jhargram 
and a worker of the same party wounded. 

A I.ivt Issui 

It might not be truthful to give the 
Bihar government full credit for the 
bandh’s success. It was not just a mass 
reaction to the government’s over-reaction 
to the ‘unity rally’. For quite some time, 
perhaps a year or two, the demand for a 
separate state has been again becoming a 
live cause in the Chotanagpur and neigh¬ 
bouring regions, But, though the cause 
was the same, countless flags were flying 
separately. At first the All-Jharkhand 
Students Union (AJSU), aged a year and 
a half, thought with the backing of the 
students and youth it could keep its flag 
flying the highest. As every new Jhark¬ 
hand organi.sation had done, the AJSU 
saw the heritage of the separate state 
movement in a split image: It accepted the 
tradition of the spirit of the movement but 
denounced those who had led it in dif¬ 
ferent times. Even the Jharkhand Mukti 
Morcha (JMM) had, in the AJSU view, 
become an ‘ineffective body’ run by a 
‘decadent leadership’. There had been, in 
the past, too much buying and .selling of 
the Jharkhand leaders, the ISU general 
secretary, Surya Singh Besra, said in a 
newspa^r interview. Many leaders, he 


said, had thus made money, acquired pro¬ 
perty, gotten used to a high standard of 
living and ultimately lost touch with the 
struggling masses. Siboo Soren and other 
JMM leaders splashed theadd back at the 
AJSU: the student leaders were but 
‘hawks’ whose only contribution to the 
movement was going to be its destruction; 
the vandalising during the AJSU-otga- 
nised Ranchi bandh on September 25 was 
just one example of this, the JMM leaders 
said. 

Enter B B Mahato, who had led his fac¬ 
tion out of the JMM in 1983 after Siboo 
Soren staned his ‘purge* of members with 
left leanings. Mahato pitched on the 
AJSU side and began to shoot at the 
Soren group. All this went on even after 
the Ramgarh conclave of October 11-13 
was over. The conclave was the result of 
a drive by some intellectuals, the AJSU 
and a few Jharkhand political leaders for 
establishing unity among the plethora of 
Jharkhand organisations. Unity, in fact, 
became the primary slogan as the organi¬ 
sations came to realise that none of them 
could lake the movement forward single- 
handedly, barring probably the JMM, 
which thought its position to be strong 
enough alone. There were 15 ‘Jharkhandi’ 
Ml.As in the Bihar vidhan sabha, under 
five different banners. Three of them— 
the Jharkhand party of N E Horo, the 
Jharkhand party of Birsingh Munda and 
the JMM of Dcbendra Manjhi—just had 
one member each, that is, Horo, Munda 
and Manjhi themselves in the house. The 
JMM of B 0 Mahato had three members 
and the JMM of .Soren, nine. At the 
Ramgarh conclave, too, instead of talking 
unity the groups spent much time running 
each other down. There were moments 
when the supporters of unity began to 
wonder whether it hadn’t been a mistake 
to bring face to face groups which had so 
far been trading missiles from a distance. 
Nevertheless, at Ramgarh, a sort of unity 
was arrived at. A joint front of 52 organi¬ 
sations called Jharkhand Samanvaya 
Samiti (JSS or Jharkhand Co-ordination 
Committee) was formed to steer the move¬ 
ment. Some resolutions were adopted 
unanimously, and a committee of repre- 
.sentatives of various organisations was 
announced. 

Mi-.RhiY An Idka? 

After Ramgarh, old and familiar noises 
again broke out. Where was the single 
voice, the orchestrated full bass of the 
chorus, that alone was supposed to have 
the energy to travel up to Rajiv Gandhi’s 
cars? It looked as though the JSS was 
fated to exist merely as an idea. Because 
in actual practice every organisation was 
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drawing its own action programme. The 
AJSU called a Ranchi bandh on 
September 25 at its own will. And both 
the JSS and the JMM decided to hold 
separate rallies in Ranchi on November IS, 
the n2th birth anniversary of Birsa Mun- 
da. Parallel rallies would have exposed the 
movement to public ridicule. Only the 
government would gain from the worthless 
trial of strength by two weak organisations. 
These were the sentiments conveyed by the 
unity-backers to the JMM leaders. In reply, 
the JMM leaders asked whether the 
‘vituperative attacks’ on them in public by 
the AJSU officials and B B Mahato had 
brought gains to the movement. The 
JMM refused to cancel its rally. It was 
only after a few rounds of talks, and after 
the AJSU officials and Mahato had 
tendered their apologies to the JMM 
leaders, that the JMM agreed to cancel its 
rally and join the JSS one. This was why 
it was called a ‘unity rally’. 

Yet one Joint show hardly proves that 
the inter-organisational tensions are ended. 
Organisations which started and have 
grown with different tactics, and in dif¬ 
ferent constituencies, could not possibly 
ever coalesce into a single body. Clash of 
personalities could be only the tip of the 
iceberg. There will always be, even if they 
came together, suspicions, feelings of 
superiority, feelings of majority-minority 
and a secret assertion of the old specific 
identities. Within the J.SS, which as yet is 
only a joint front and not an unitary body, 
the JMM and the AJSU alone hide so 
much mutual suspicion and contempt that 
one wonders what could possibly keep 
them together; and they are the two main 
organisations in the movement. 

In displaying injured innocence over 
‘slander’ the JMM could have perhaps 
been trying to prove that it still stands on 
its feet. Yet the attempt would barely serve 
its purpose. For the things Mahato and the 
AJSU officials were saying are known to 
everybody. After a few years of rebellion 
Siboo Soren grew into a cult figure among 
the santhals and since then he has been 
driving his followers along a softer line. 
His tactic of achieving Jharkhand is that 
of forging an alliance with the ruling 
party, an tUliancc that would one day result 
in the concession of a separate slate. It is 
not very easy, in this theory, to disentangle 
opportunism from naivete. For, this 
theory does ignore completely the tactics 
of the giant ally. The experience is hardly 
uncommon of the ruling party (classes) 
using alliances with far surer and better 
results. There was a lesson for Soren even 
in the Bihar government’s way of dealing 
with the November 15 rally. No doubt, the 
Congiessd) and the JMM were allies; no 
doubt, both of them shared a common 
view that the AJSU and some other 
Jharkhand jsroups were ‘militant’, ‘ex¬ 
tremist’, ‘ultra-lefti.si’ and so on. Some 


days before the rally, the chief minister 
called Soren and is understood to have 
told him that the government would let 
the rally be held without interference if the 
JMM could persuade the ‘militants’ to call 
off their ‘rail-rasta roko’ and other disrup¬ 
tive programmes. Soren obeyed the in¬ 
structions and the disruptive programmes 
were cancelled. The JMM had played its 
part. But the chief minister broke his pro¬ 
mise: The giant ally sabotaged the rail' 

Hori/onial E,\pansion 

Just as the JMM took alliance with 
power for a short-cut to the goal, the 
AJSU seems to believe that some sort of 
‘horizontal expansion’ would be the 
easiest road to the destination. The tactic 
of horizontal expansion is evident in the 
way the AJSU has from the outset been 
trying to establish solidarity with the 
Gurkha National Liberation Front 
(GNLF) and All Assam Tribal Students 
Union (AATSU), both fighting to carve 
separate states out of West Bengal and 
Assam respectively. With such external 
linkages, the AJSU seems to be hoping to 
acquire a political aura, a substance, some 
importance. Probably such linkages are 
not meaningless. Yet a major emphasis on 
this alone means that the struggle within 
Jharkhand becomes a minor question; 
and here the AJSU and the JMM fail to 
be distinguished from one another. As it 

is, the AJSU or the JSS can offer only a 
middle class leadership to the movement. 
Even such a leadership can attract workers 
or peasants with the magnetism of ethnic 
appeal. But just because the call for 
Jharkhand is backed by an undying mass 
.sentiment among the tribes the new 
leaders would be committing a mistake to 
take the public support for granted. A 
separate state might not bring- freedom 
until the people are prepared enough 
through struggle for it in order to enjoy 

it. In this region the main forces the peo¬ 
ple have to contend with are the state 
capital—which owns the mines and the 
major core industries, besides forests and 
dams—and petty land-grabbers. Off and 
on, in isolated pockets, conflicts have been 
cropping up against these forces. Some¬ 
times, the pea.sants have organised to re.sist 
massive human displacement by big dams, 
.sometimes to reoccupy their plots of land. 
The concessions wrested have either been 
nominal or none. Like the peasants, the 
workers and the unemployed, too, have 
been involved in tensions—over retrench¬ 
ment amid growing automation in the 
mines as also over general lack of employ¬ 
ment owing to the much reduced growth 
of state or private investment in the region 
after the sixties. 

In all these agitations, the echo of 
Jharkhand was heard. And at least during 
some of theqk both the tribals and the vic¬ 


tims from the immigrant population were 
involved together. The mass sentiment for 
Jharkhand has had the darker elemert of 
tribal exclusivity inherent within itself. In 
the conditions obtaining in the region to¬ 
day this element would mean nothing but 
nonsense. By any standards, it is difficult 
to tar the entire immigrant population 
with the same brush, despite the deep- 
rooted sentiment of superiority prevalent 
among them. Some Jharkhand organisa¬ 
tions have accepted a principle by which 
anyone who has been staying in the region 
for a certain number of years (a minimum 
of three) will receive recognition as a 
‘bona fide resident of Jharkhand’. The 
reason why such principles exist only in 
theory is that the primary purpose in 
laying them down was to counter the pro¬ 
paganda that all non-tribals would get ex¬ 
pelled once ‘Jharkhand’ came into being. 
It is one thing to score a point in counter- 
propaganda and another to take the im¬ 
migrants together along the course. 

ONI.Y wrut THE Cent re 

From what one has been hearing from 
the AJSU and JSS leaders one gets the im¬ 
pression that their whole effort is aimed 
at having a ‘dialogue’ with the centre. So 
inspired do they seem to have been by the 
examples of AASU (All-Assam Students 
Union) and GNLF that they cannot help 
betraying their eagerness to jump on to 
the negotiating table right away. So much 
work is required to help the people of the 
region in facing the excesses of state 
capita) and the land-grabbers, so great a 
task awaits as the cleansing of the mind¬ 
set among the immigrant sections of the 
working class, and here the new leaders 
are setting December 31 as the deadline 
for Rajiv Gandhi to open a dialogue with 
them. Should the prime minister fail in 
doing so, the new leaders would launch 
a ‘non-cooperation movement’ during 
which the government will be paid no 
taxes and stopped from transporting 
minerals out of the region. Mercifully, the 
idea of proclaiming a ‘parallel government 
of Jharkhand* has been dropped. “It was 
a media fabrication’*, the leaders said. On 
a closer look, the ‘non-cooperation move¬ 
ment’ is seen to be no protest at all; it has 
nothing to do with tax rates or the state 
monopoly of minerals; it is merely to 
strike a higher note for the benefit of 
imiv Gandhi’s audibility. Because the new 
leaders do not want to have any talks with 
the chief ministers of Bihar, A^^t Bengal, 
Orissa'or Madhya Pradesh, but only with 
the centre. On the other hand, the latest 
newspaper reports have quoted 'union 
home ministry sources’ as saying that the 
centre would have nothing to do with the 
Jharkhand agitation until ^11 channels’ of 
the, official machinery at the state level 
were ’exhausted’. 
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A Feudal Reaction 

DN 

The decline in rental income and the increase in peasant 
involvement in the market have led the historically bankrupt 
landlords (and their retinues) to adopt methods of what may be 
called bureaucratic feudalism in order to avoid extinction. 


AS the Bofors scandal and other instances 
of international kick-backs continue to 
dominate the political stage, peasant 
organisers and peasants have to ponder 
about the significance of the corruption that 
they face everyday. Whether it is a matter of 
getting a loan from the bank, allotment 
under iRDP or some such scheme, or water 
from government irrigation—nothing is 
available without having to pay a cut to the 
bureaucratic or political personnel control¬ 
ling the distribution of the concerned 
resources. The exi.stence of such corruption 
is well known and even taken for granted. 
But its scale i.s not often realised. In the first 
place, there is virtually no peasant who does 
not have to interact with the state on a 
regular basis. So, no peasant is exempt from 
the form of exploitation embodied in this 
corruption. In the second place, the scale on 
which such payments have to be made is 
quite large and weighs down more heavily 
on the smaller pcasant.s. A middle peasant 
taking a loan of a couple of thousand rupees 
for digging a well, pays at least 25 per cent 
of the loan amount to the officials sanction¬ 
ing the loan; further, the percentage rate of 
such payments goes up as the loan amount 
decieases. Finally, the increased role of the 
state in all aspects of agriculture, including 
the supply of inputs and the purchase of out¬ 
puts, has meant that the proportion of such 
corruption payments increases with the ex¬ 
tent of market involvement of peasants. 

It would be a fair estimate to put the ex¬ 
tent of such payments at around 25 per cent, 
being higher for the middle peasants. In 
states like Bihar and Bengal, these payments 
seem to be higher than in the more 
capitalistically developed states like Punjab. 
But, it should be emphasised that Bihar, with 
its legendary corruption, is only the limiting 
case of a phenomenon that is prevalent all 
over the country. What is the meaning and 
significance of this new form of exploitation 
of peasant labour? 

Although the abolition of zamindari and 
other intermediary tenures in the 19S0s did 
not much affect the distribution of land and 
was very uneven in its effects in different 
parts of the country, there was, nevertheless, 
a fall in the rental incomes from land. In the 
Eastern Gangetic region, this fall in rental 
incomes initially affected much more the big 
.zamindars than the smaller village-level 
landlords. Later on, however, the growth of 
peasant movements in these states (as 
straightforward peasant movements, 
sometimes going all the way to insurrection; 
or, in the form of backward caste move¬ 
ments) led to a fall m the rents that could 


be squeezed out of the peasantry. In both 
Bengal and Bihar, the cumulative effects of 
various peasant movements were most visi¬ 
ble in the late seventies. 

Faced with a.reduction of direct land rent 
incomes, the landlords have responded in 
two ways. In some regions (e g, Punjab, the 
sugarcane belt of Maharashtra and South 
Gujarat), the landlords have utilised their 
control of the administrative and political 
apparatus in order to monopolise the 
deployment of state-controlled resources 
(credit, canal water, etc) and developed a 
landlord capitalism. The sugar barons of 
Maharashtra are prime examples of this kind 
of landlord capitalism, based not only on 
land ownership but also on the political- 
cum-bureaucratic milking of the state 
exchequer. 

The other response of landloids has been 
to gain control of the distribution of various 
inputs, not in order to monopolise their use, 
but to extract a share of the output of those 
(peasants and others) who deploy these 
resources in production. Landlords’ families, 
besides being directly entrenched in 
bureaucratic and political positions, have 
also secured agencies for the distribution of 
fertilisers, pesticides and other inputs. 
Again, they have secured these agencies not 
so much in order to monopolise the use of 
these inputs, as to utilise this control of the 
distribution of inputs as a means to earn¬ 
ing an income, over and above the commis¬ 
sions legally due to agents. 

The second kind of landlord response is 
very widespread in, say, Bihar and Bengal. 
Both kinds of responses do exist simul¬ 
taneously in all regions; though each region 
is characterised by the domination of one 
or the other kind of response. 

Looking at the other .side of the relation, 
how can peasants owning their means of 
production and conditions of production 
(land) be forced to give up a part of their 
produce value? Historically, monopoly of 
land ownership backed by force (of the 
landlords themselves, or of the state) has 
been the instrument of feudal exploitation. 
But the recent experience of various coun¬ 
tries, besides India, suggests that such 
monopoly of land ownership may not be a 
necessary condition for feudal exploitation. 
A 1979 IIX) paper by Guy Standing men¬ 
tions that after the land reform in Mexico 
*patrons-in-capitar replaced ‘patrons-in- 
land*. Similarly, in Iraq, after the Sheikhs 
lost their land in 1964, they nevertheless 
managed to take upto 90 per cent of the out¬ 
put of peasants as payment of ‘rent for 
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mechanical ec^ipment’. With regard to 
India, in a seminar on ‘Agrarian Power and 
Agricultural Productivity in South Asia’ 
Sukhamoy Chakravarty noted the impor¬ 
tance of the emergence of ‘waterlords* in 
Bihar and Bengal. There is, however, no 
question of ownership of the resources, or 
of any traditional superior right. It is really 
a matter of patronage, which relates not to 
ownership but to control. The patronage ex¬ 
tends beyond capital to all other market ac¬ 
tivities of the peasants. 

The word ‘patronage’ brings out more 
clearly the non-capitalist and non-ownership 
nature of the control being discussed. 
‘Monopoly’ of access, on the other hand, 
would suggest that what we are dealing with 
is a capitalist monopoly, whereas this 
phenomenon has nothing to do with the cen¬ 
tralisation and concentration of capital that 
leads to capitalist monopolies. 

The patronage covered by this bureau¬ 
cratic (which is distinct Irom state) exploi¬ 
tation, operates on the market, to be sure; 
but is related to the foice (extra-economic 
coercion) that the bureaucrat can employ. At 
(he same time, the ability ol the peasants to 
resist that force depends on the peasants’ 
economic and social (i c, ca.ste) standing. In 
the place of the old monopoly c>f land 
ownership allied with force, there is the 
monopoly o( access to capital, etc, once 
again allied with foice. The use of force or 
power resulting from iion-maikci relations, 
as is the case with power deriving from 
bureaucratic or political position, is, to put 
it in other word-,, ‘extra-economic coercion’. 

This bureaucratic income sh.aies another 
characteristic with rent—it is almost entire¬ 
ly wasted in conspicuous consumption. It 
originates from the reluctance of those con¬ 
trolling production to themselves take-over 
and reorgani.se production. C.'onsequently, it 
ends up not as accumulation, but as con¬ 
spicuous consumption. 

Again, this income resulting from 
patronage and force is not an excess over 
average profit, but instead sets a limit to the 
profitability of {feasant pioduction. This, it 
should be noted, i.s how Marx had distin¬ 
guished between capitalist ground rent and 
feudal rent. 

Buieaucratic rent docs not cover the en¬ 
tire surplus. For the rich and upper middle 
peasants, there is some surplus left in their 
hands. Besides th.it, shams of the surplus aie 
also claimed by other lotms of exploitation, 
including that operating through price rela¬ 
tions. But fot the seemingly independent 
[leasant, this bureaucratic rent is becoming 
an increasing share of the surplus. '1 he irony 
is that this is happening as a result of the 
peasants' greater involvement in the market, 
the greater commercialisation of not only 
the output but also of the input markets. 

F.ngeis had pointed out that the growth 
of exchange and production for the market 
do not necessarily lead to capitalism. It had, 
for instance, led to the second serfdom in 
eastern Europe, in India the decline in ren¬ 
tal incomes and the increase in peasant in¬ 
volvement in the market have led the 
hi.storically bankrupt landlords (and their 
retinues) to adopt methods of bureaucratic 
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fnulalism in order to avoid extinction. 

The features of this feudal reaction need 
a detailed analyses. In this short note one 
more point may be made. This new form of 
cxidoitation has caste connotations, refleOed 
in many ways. First, there is the general 
upiwr caste dominance of bureaucratic/ 
political appointments. This is most surk- 
ly brought in Bihar’s irrigation department, 
which is commonly known as a Bhumihar- 
department. Second, the phenomenon is 
stronger in those states where the dominant 
landlords come from the upper castes, who 
traditionally abhor any connection with pro¬ 
ductive activity and show a marked dis¬ 
inclination to even manage production. But 
in states where the dominant landlords come 


FINANCIAL indiscipline in the corporate 
sector is on the increase, thanks to the new 
practice adopted by the Controller of Capital 
Issues for some time now, of allowing cor¬ 
porate entrepreneurs to retaip subscriptions 
in excess of the notified amount, at a time 
when financial resources in general are 
scarce, and there is pressing need for more 
rational distribution of available resources. 
This practice enables some entrepreneurs to 
collect funds in excess of their immediate ge¬ 
nuine requirements to collect funds in excess 
of their immediate genuine requirements and 
creates difficulties for several others in 
meeting their needs from the market. 

This leads to many questionable practices. 
Some companies which are able to retain 
founds in excess of their immediate re¬ 
quirements place the surplus as deposits with 
banks and try to earn interest on such ex¬ 
cess funds, as if they were engaged in 
moneylending business. In some cases cer¬ 
tain companies have been seen investing 
surplus funds even in the units of UTI or 
in public sector bond.*, while arguing with 
the government, in the same breath, that 
there'should be more restraints on the terms 
of public sector bond issues. 

Elucidating this view, informed sources 
point out that a company wanting to raise 
from the capital market, say, Rs 200 crore 
submits to financial institutions for their ap¬ 
proval its actual plan for such investment 
which is supposed to be adequate to meet 
itt expansion/diversification/modernisation 
programme on hand. However, the Con¬ 
troller of Capital Issues generally allows 
retention of additional .25 per cent of the 


from castes such as Jats in Puniab and 
Marathas in Maharashtra, that do not taboo 
tilling, the phenomenon of bureaucratic 
feudalism is weaker and that of landlord 
caintalism is correspondingly stronger. 
Third, the peasants whose accumulations are 
restricted ^ this exploitation are often ficom 
the backward castes (this is certainly so in 
Bihar) and thus the peasants’ struggle 
against this bureaucratic feudalism often 
takes the form of backward caste struggles 
against upper caste domination of the state 
machinery. 

To analyse bureaucratic feudalism and its 
relation to agrarian involution is a challenge 
to both peasant oi^anisers and economists 
alike. 


notified amount out of the excess subscrip¬ 
tions received ignoring the fact that the ex¬ 
cess amount of Rs 50 crore which is allowed 
in this case to be retained by one company 
can easily meet the needs of about 10 com¬ 
panies requiring about Rs 5 crore each. A 
company which is able to retain subscrip¬ 
tions in excess of the notified amount may 
also be tempted to use such excess funds less 
effectively than it should. This is hardly in 
consonance with the concept of the planned 
use of scarce resources. 

The craze for collecting excess subscrip¬ 
tions if possible leads to some malpractices 
as well, involving violation of the provisions 
in regard to (he issue of prospectus, by mail¬ 
ing application forms to all and sundry, even 
when the ipain issue is made on rights basis. 
The company concerned then argues with 
the CCI that since it has been able to raise 
subscriptions in excess of the notified 
amount it should be allowed to retain the 
excess in order to avoid the inconvenience 
involved in refunding the excess amount. 
Normally the CCI yields to such tactics, 
regardless of their implications. 

G S Patel who chaired the high powered 
Committee on Stock Exchange Reforms is 
highly critical of this practice. He contends 
that so far as the retention of over¬ 
subscription is concerned, the rationale of 
such an approach on the part of the govern¬ 
ment is difficult to understand and militates 
against commonsense^ particularly when the 
growing dearth of financial resources is 
causing grave concern to every one, including 
the financial institutions. 

Patd points out that enterprises which 


propose to raise resources are expected to 
work out precise estimates, sometimes over¬ 
estimates, of their requirements. Besides, 
these resources are also not needed as such 
in one year, but over a period of three to five 
years of the planned programme as per the 
schedules drawn up. If the issues of such 
companies are over-subscribed they are per¬ 
mitted to retain 25 to 100 per cent of the 
notified amount out of the excess subscrip¬ 
tion. This policy is by and large neutral bet¬ 
ween efficient and inefficient use of 
resources. An important question that 
therefore arises is: When the planned 
resources are them.selves required to be used 
over a period of time, and when they are 
considered sufftcient if they are raised as per 
original estimates, why should .some cor¬ 
porate bodies whose issues are over¬ 
subscribed be allowed to retain the excess 
subscription which they do not need im¬ 
mediately in any case? Why should pre¬ 
emption be permitted of the scarce resources 
of the economy by a few at the cost of 
many? 

Patel makes a reference to what happens 
when some corporate bodies are allowed to 
retain excess subscriptions. According to 
him, "only a small part of it is u.sed for 
capital needs, a part is used for reducing 
overdraft facility from banks, a part is kept 
in banks as deposits and a major portion 
is invested in the units of Unit Trust of India 
or placed as inter-corporate deposits to earn 
maximum return. Some of the companies 
are reported to have individually invested 
upto Rs 50 crore or more in units. The net 
upshot of tnis policy is that other large or 
medium sized industrial unit.s, even though 
viable, are starved of resources, balanced and 
diversified growth does not take place, and 
only a few enterprises which arc allowed to 
retain over-subscriptions enjoy tax shelter 
and maximise their income. Besides, transfer 
of already mobilised savings take place in 
banks and the Unit Trust of India. Without 
any generation of fresh savings a distorted 
picture of such mobilisation of savings by 
these institutions is duly presented!’ 

Intensifying his attack on the scheme of 
allowing retention of over-subscription, Patel 
points out that “incidentally the promoters’ 
original contribution and stake is whittled 
down, guidelines governing the issue for 
capital get diluted in the process and 
capacity of the corporate bodies which re¬ 
tain over-subscription to .service cither the 
enlarged equity capital or debentures also 
gets strained. Moreover, there is no guarantee 
that the command over such excess funds 
which are not really required immediately 
will not be misused or such funds will not 
be used for extraneous purposes. 

Patel further contends that “a major part 
of the resources are raised by way of deben¬ 
tures or bonds, interest on which is a charge 
on the revenue of the companies and does 
not attract tax. The effect is to deprive the 
national exchequer of tax revenue”. Ritel 
fears that "allowing these units to retain 
more resources than arc actually required by 
them may lead to corporate debt-trap, cash 
flow problems, and even impair their 
viability in the long-term, particularly in 
times of recessionary conditions and create 


Financial Indiscipline in 
Corporate Sector 

M D Dewani 

The practice adopted by some of the large business bouses and 
sanctified by the Controller of Capital Issues of retaining 
subscriptions to public issues in excess of the notified amount 
enables some entrepreneurs to collect funds in excess of their 
genuine requirements and creates difficulties for others in raising 
capital from the market. 
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problems of repayment of principal amounts 
and payment of interest and dividends”. 
Also, such excess retention amounts of pre¬ 
emption by a few of the resources in the 
ciconomy and restricts the development of 
other broad-based viable units, in the 


AN event on the economic and financial 
landscape that has compelled world atten¬ 
tion in recent weeks has been the extreme 
turbulence in the world stock markets. It 
was a major Hnancial disturbance with con¬ 
sequences perhaps affecting business and in¬ 
vestment across the world because of the 
strong blow it has dealt to confidence 
leading to dampening of economic activity. 

By the very nature of their operations the 
stock markets are subjected to swings and 
volatility but the abruptness of the fall was 
unusual and unforeseen. Although the US 
treasury secretary's remark that “Louvre 
[accord] can and will accommodate further 
adjustments when they become necessary” 
acted as a catalyst, the collapse was in¬ 
dubitably to a great extent the continuance 
of uncertainties in the financial markets 
about the disequilibrium in the world 
economy. It is tempting to compare the 
October 1987 collapse with the similar 
slump that took place in October 1929. Last 
month’s crash has been generally viewed as 
a necessary technical correction of the un¬ 
duly long bullish phase experienced by the 
markets. The crash came almost two 
months after the Dow Jones index touched 
a peak of 2,722 on August 25, just as the 
bull market in the twenties had touched a 
peak oh September 3,1929, again about two 
months before the big decline. The bullish, 
phase at that time had extended over a 
period about five years (1923 to 1929) when 
the industrial average rose at an annual rate 
of 28 per cent. The current bull phase 
spanned 1982 to 1987 and the rate of rise 
in the index was about the same. 


prevailing and emerging climate of paucity 
of re.sour6es such a policy needs a close look 
and serious review, even though it may play 
a small part in adding a few investors in the 
list of particular companies, C S Patel 
stresses. 


The large declines in .stock market values 
recorded on October 28 and 29 were follow¬ 
ed by a long bear market. The 1929 crash 
blighted consumer spending business invest¬ 
ment and solvency of banks and business 
firms. After the great crash came the great 
depression. By 1933 about a fourth of all 
American workers were without jobs. Gross 
National Product was down by a third. By 
contrast in 1987 the stock market recovered 
significantly and recouped much of the 
losses immediately after the collapse. 

The state of the US economy in the twen¬ 
ties differed in many respects from what it 
is in eighnes. The accompanying table com¬ 
pares the economic conditions in the US in 
the two periods. Economic growth in the 
eighties has been much steadier than it was 
in the twenties. Since the 1982 recession, the 
US economy has grown each year not less 
than 2.5 per cent, although the growth rate 
suffered in 1986. On the other hand, the US 
economy had suffered full-fledged reces¬ 
sions in 1923-24 and 1926-27. As regards 
unemployment, the rate has steadily declin¬ 
ed in the eighties while in the twenties it had 
followed an uneven trend. Inflation has 
been higher in the eighties than it was in the 
twenties, but has been stable and devoid of 
deflationary trends. Consumer spending in 
real terms had declined in 1925 and had 
remained weak in 1927 and 1929; on the 
other hand, it rose by more than 4 per cent 
per annum during the period 1983 through 
1986. In short the current state of the US 
economy, despite all the uncertainties and 
problems, is far more robust than it was in 

Table: US Economy Then and Now 


1929 and has provided a mere stable 
backdrop to developments in the stock 
market and than in the twenties. 

Structurally also the US economy today 
differs in many respects from that in the 
twenties. For instance, the government sec¬ 
tor which accounted for 5 per cent of GNP 
in 1929 made up as much as 11 per cent of 
GNP in 1986. The services sector, where 
demand is relatively stable, contributed as 
much as 50 per cent to GNP in 1986 as 
again.st 35 per cent in 1929. In some other 
respects, however, the economic situation 
does not compare favourably with what 
obtained in the twenties. The US budget 
deficit is currently about 4 to 5 per cent of 
GNP, as against budget surpluses in the 
twenties. The US external trade deficit 
which has been growing as a proportion of 
GNP in recent years is again in contrast to 
the trade surpluses in the twenties. The US 
has become the largest debtor nation in the 
world today. Further, US exports and 
imports together were less than 10 per cent 
of US GNP in the twenties whereas they 
now are about 14 per cent of GNP. imply¬ 
ing that the US is more dependent on trade 
and more exposed to develop¬ 
ments abroad. 

The most significant difference between 
1929 and 1987 relates to the policy response 
to the crash. Sixty years ago the first solu¬ 
tion that had occurred to statesmen was to 
propose a tightening of belts, acceptance of 
hardship and resort to patience. It was ac¬ 
cepted almost as an article of faith that 
“anything that is disagreeable must surely 
have beneficial economic effects”. Herbert 
Hoover in the US and Heinrich Bruing in 
Germany supported such a policy stance. In 
Germany wages and prices were cut, land 
taxes were raised at a time when about 
a quarter of all German industrial workers 
were unemployed. Many economists, barring 
J M Keynes, argued that the depression had 
a necessary therapeutic function. In 1987, 
in the face of the sharp slide in share prices, 
prompt and decisive action was initiated in 
all the developed capitalist countries to 
maintain the underlying confidence in the 
Tinancial markets. Central banks have acted 
to ensure sufficient liquidity in the finan¬ 
cial system to meet the enlarged demand, 
and to head off any cumulative adverse ef¬ 
fects. This and the fact that the underlying 
situation of many of the economies is strong 
and that the stock market drop is viewed as 
one of a whole range of vicissitudes taking 
place in the world economy may keep fears 
of a depression following the crash at bay. 


That Crash and This 

A Correspondent 

It is tempting to compare the October 1987 stock market collapse 
with the similar crash which took place nearly 50 years ago. 
However, an examination of the significant differences in the 
structure of the US economy then and now is instructive in this 
context. 


T\venties and Thirtes __ Eightie s 



1924 

1927 

1929 

1930 

1931 

1932 

1982 

1983 

1984 

1985 

1986 

(l)-Real (GNP) (percenuige change) 

3.1 

0.5 

6.6 

-9.6 

-7.7 

-13.8 

-2.6 

3.6 

6.8 

3.0 

2.9 

(2) GNP deflator (percentage change) 

-1.5 

- 2.7 

-0.1 

-3.1 

9.1 

-11.1 

6.4 

3.9 

3.8 

3.3 

2.6 

0) Real consumption (percentage change) 

4.9 

1.5 

1.8 

-7.3 

-3.9 

-9.3 

1.3 

4.7 

4.8 

4.6 

4.2 

(4) Budget balance (percentage of GNP) 

0.9 

1.2 

1.1 

-0.2 

-2.5 

-2.1 

-4.6 

-5.2 

-4.5 

-4.9 

-4.8 

(5) Itede balance (percentage of GNP) 

1.2 

0.7 

0.8 

0.9 

0.4 

0.5 

- 1.1 

-1.9 

-2.9 

-3.0 

-3.4 

(<^ Itiital trade (percentage of GNP) 

9.7 

9.5 

9.3 

7.6 

5.9 

5.0 

14.6 

14.0 

14.8 

14.0 

14.0 

(n-Unemployment rate (per cent) 

4.5 

4.1 

3.2 

8.7 

15.9 

23.6 

9.7 

9.6 

7.5 

7.2 

7.0 
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Teachers’ Strike: A Dissenting View 

Ashok Rudra 

Two types of agitations by working people deserve to be 
supported: first, gn agitation for economic betterment by any 
underprivileged and exploited section of the population; and 
second, an agitation that poses a political challenge to the 
established social order. The teachers’ strike, which has been made 
much of, did not fulfil either of these conditions. 


THE pieces by Sumanta Banerjee (SB), 
Gurbir Singh (GS) (EPW, September 19) 
and Krishna Bharadwaj (KB) and Tanika 
Sarkar (TS) and others (EPW, October 
17-24) about the teachers’ strike have 
made me decide to take up my pen and 
to explain my own stand which has been 
that of total opposition to that ‘historic’ 
strike. It was indeed an historic^vent, a 
record not only in the matter of duration 
but also in the matter of the total unity 
and almost hundred per .cent participation. 
SB does not hesitate to recall in this con¬ 
nection the 26-day railway strike of 1974. 
The teachers’ strike, which exceeded that 
length by four days, is ihiis a repetition 
of another historic event. But, as Marx 
said, when history repeats itself, the 
second instance is usually in the nature of 
a farce. I he railway strike was also a 
failure W'hy and how? The full force of 
the slate’s r< ''lessive apparatus was un¬ 
leashed to break the strike. I he police beat 
up strikers, arrested their leaders, raped 
their women and set fire to their houses. 
Compared to that the kid-glove treatment 
meted out to the teachers should raise 
doubts as to the stakes involved. The 
2,70,000 teachers enjoyed a holiday, bridg¬ 
ing the gap between the summer vacation 
and the October vacation, with no repres¬ 
sion of any kind to face. The strike col¬ 
lapsed on its own just about the salary day 
at the beginning of September, as might 
easily have been predicted. 

I cannot speak for Delhi University 
teachers who, it has been claimed in the 
piece by TS, went without wages for two 
months. But in the rest of the country the 
teachers have collected every naya paisa 
of their salary for the period of their 
holiday. This also is something ‘historic’. 
In West Bengal engineers and junior doc¬ 
tors have been agitating for a very long 
time over various demands. Jyoti Basu has 
not only been extremely tough with them 
but has also stuck to the principle of wage 
cuts for strike periods. When it came to 
teachers, he went out of his way to declare 
his support for the strike and assured that 
wages of the striking teachers would not 
be cut. At least in West Bengal—citadel 
of the politically most radical middle class 
in the country and to which middle class 
belong the teachers—the strikers enjoyed 
their holiday with full knowledge that Uiey 
would not have to pay any price for their 
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actions. It is all right now for the CPI(M) 
to expel from paity ranks the leaders of 
the teachers’ strike who signed their total 
capitulation before the government. If, 
however, leaders belonging to CPI as well 
as CPl(M) acted in the way they did, that 
is probably because they were keenly 
aware of the hollowness of the whole 
show and they probably sensed that the 
strikers would not continue to show their 
so-called militancy much beyond the 
salary day and they probably judged that 
it was belter for them to come to a com¬ 
promise rather than let .the strike peter 
out. GS writes about the militancy dis¬ 
played by thousands of teachers “insisting 
to be included in the ‘jail bharo’ batches”. 
One may be excused if the talk of such 
tamasha should leave one cold, knowing 
well what kind of treatment is meted out 
to people who dare to challangc the esta¬ 
blishment in this country: torture in police 
lock-ups, killing in faked encounters with 
the police—these are the staples for those 
who really mean business. 

Why Dh-j lrent Trf.atmeni 

There is no mystery as to why the strik¬ 
ing teachers should be given such a dif¬ 
ferent treatment from that given to the 
striking railwaymen. The latter, as well as 
engineers and hospital doctors, perform 
services considered essential for the coun¬ 
try’s capitalist system. A railway strike or 
a strike by engineers directly affects pro¬ 
duction and.therefore profit. This cannot 
be tolerated and is not tolerated. Teachers 
in our society do not perform any such 
role. Our establishment cares very little for 
our educational system. Production and 
profit are hardly connected with what is 
taught in colleges and universities. Most 
teachers are instances of disguised un¬ 
employment as are most college and 
university students. It cannot be .said that 
the national product of the country has 
suffered any loss because of the month¬ 
long teachers’ strike. It is perfectly rational 
for our establishment not to have lost any 
sleep over the strike. 

iWo kinds of agitations by any group 
of working people deserve the support of 
anyone desiring a radical transformation 
of the society for the better. Any agita¬ 
tion for economic betterment by any 
under-privileged and exploited section of 
the population deserves support, as any 

r f rkA«« 


such betterment would lessen inequality 
in the society at large. The second kind 
of agitation that deserves support is the 
kind that poses a political challenge to the 
established social older and strengthens 
the forces that may eventually overturn it. 
The teachers’ .strike did. not fulfil either 
of the two conditions, "fhe agitation did 
not have any political content whatsoever; 
it was an example of unadulterated 
economism. Economically, the college 
and university teachers belong to the lop 
one per cent of the richest people in the 
country. Any economic betterment of 
teachers would necessarily increase in¬ 
equality in the society as between the top 
one per cent and the bottom 99 per cent. 

It has been said that the strike was not 
aimed at salary increases. But the strikers 
had accepted the provisions of scale revi¬ 
sion recommended by the Mchrotra com¬ 
mittee. To implement the salary-related 
recommendations of the committee the 
government will have to spend an extra 
few hundred crores of rupees. Were will' 
this money come from? The striking 
teachers never a^ked that question. It will 
obviously have to be paid for by the 
remaining 99 per cent of the population. 
It is a fact, however incredible, that 
nowhere in the propaganda literature of 
the strikers or in the articles by KB, SB, 
etc, is there any attempt to view the pro¬ 
posed salary revisions in a framework of 
income policy for all sections of the 
population. The only tcfcrcnces made are 
of the following kind: “... it is considered 
that the emolumenis of teachers, par¬ 
ticularly in tclative terms, compared with 
other services in the public and private 
sectors have seen far from satisfactory” 
(KB). It is staggering that in judging the 
satisfactoriness of the incomes of teachers 
one is treating as yardstick the incomes 
of inembcis of the administrative services 
and the cadres of business e-xecutives. In 
any measurement of inequality it is a stan¬ 
dard practice to consider the range of 
income disparity in the economy a.i a 
whole. If the standard procedure was 
adopted, if one compared the emoluments 
of teachers with tho.se of agricultural 
labourers and the sweated labourers of the 
vast urban informal sector, one would 
have to concede that the income*- md pei- 
quisites enjoyed by the tea*' com¬ 
munity even before the prop ''s 

arc extravagantly high, 
utterly obscene. It ma' 
the teaching commur’ 
vileges than public 
executives. That 
a cau.se worth- 
any principl 
and jeah' 
privilep 
one ' 



by the standards, not of agricultural 
labourers or of workers of the informal 
sector, but of those of other sections of 
white-collar workers, teachers constitute 
a highly privileged and pampered section 
of the population. They enjoy, in addition 
to their basic salary, a dearness allowance 
indexed to prices in such a way so as to 
neutralise the effects of price rise. The 
point has been made that this neutralisa¬ 
tion is only partial. It is conveniently and 
callously forgotten that even such partial 
neutralisation is not enjoyed by the rest 
of the population. They either get living 
quarters, sometimes extravagantly large, 
as in Delhi, or house rent allowances. 
They get house building loans at highly 
susidised interest rates; receive advances 
for purchases of cars and scooters; they 
get medical reimbursement; they can travel 
around the whole country with all their 
family ntembers under the LTC scheme; in 
addition, some of them travel around the 
country, and sometimes the world on the 
pretext of attending seminars, conferences, 
etc. There would be nothing wrong with 
all these if all sections of the population 
were extended the same benefits. The fact, 
however, is that these are enjoyed only by 
a very small section of the population. 
Mom otliet white-collar workers, not to 
speak of members of the working class 
proper, have to do without them. 

It is not accidental that teachers should 
be selected to enjoy these privileges. It is 
a part and parcel of the conspiracy of the 
state in this country to buy up the more 
articulate sectipns of the middle class. It 
is a characteristic feature of our country 
that all political parties, from the Con¬ 
gress to the Naxalite groups, all trade 
unions, and all kisan sabhas are led by 
people, not of working class or peasant 
origin, but belonging to the educated mid¬ 
dle class. Articulation of political oppo.si- 
tion to the established order is the ex¬ 
clusive monopoly of this section. It, 
therefore, makes enormous sense for the 
ruling classes to isolate this section from 
the rest of the population. The teaching 
community not only belongs to this 
strategically important section, it is ail the 
more potentially dangerous as a source of 
anti-establishment ideas and feelings, 
given their capacity to influence the stu¬ 
dent masses and to disseminate dangerous 
thoughts through the media. If the Fourth 
F^y Commission had the objective of 
placating the bureaucracy by raising their 
living standard indecently high above that 
of the masses, the Mehrotra committee 
had the task of isolating the teaching com¬ 
munity from the masses and make it a 
natural ally of the bureaucracy. That in 
doing that there would be some dis¬ 
crimination and teachers would be given 
a^ little less of privileges than the 
-^^u^ats is only to be expected, given 
fejlf^^ji^^e^ureaucrats who implement 
p^r cent success of the 


ruling classes in this bid is reflected in the 
striking.teachers never having a word to 
say about the lot of the rest of the popula¬ 
tion. Thj verbal offensive against the 
bureaucracy is bo more than shadow- 
boxing of two pampered sections. 

It has been claimed-that the proposed 
salary revisions will not really amount 
to ahy important increases in the actual 
pay packets of the teachers. Thus GS 
writes “the real gain was m the Rs 200-300 
range”. Similar statements abound in 
the literature that has come out in support 
of the teachers’ demands. This indeed is 
very curious. According to the formula 
distributed by the ministry (letter 
No F 1—21/87-uI dated 9.7.87), in plac¬ 
ing a teacher in the new scale one stan¬ 
dard rule to be followed is to add to his 
present emoluments a slab of increment 
at a flat rate of 20 per cent of the basic 
enjoyed at prc.sent, and then, if after that, 
the amount does not reach the lowest 
figure in the relevant proposed new scale 
a further increase is to be added so as to 
bring about the correspondence. So, the 
range of minimum immediate benefits is 
Rs 140 to Rs 500. The hand-out of the 
ministry gives by way of example four 
calculations resulting in increments of 
Rs 307,224, 552 (for a reader with a basic 
pay of Rs 1,480) and 525. 

But this is trivial. The serious matter, 
over which the supporters of the move¬ 
ment are observing significant and con¬ 
venient silence, is that every teacher now 
would have a very much larger income 
stream in the future than would have been 
the case without the scale revision, a lec¬ 
turer at present can get a maximum of 
Rs 1,600 plus allowances. These allowances 
would never have brought the total 
receipts to Rs 4,000, which is what a lec¬ 
turer would now eventually get net of 
dearness aUowances. Similarly, a profe.ssor 
who has reached the ceiling now receives 
a gross monthly amount of a little more 
than Rs 5,000. This gross receipt may 
increase by small amounts with increases 
in dearness allowance. However in that 
process he would never reach the amount 
of Rs 7,300 of the proposed scale. So over 
time the teachers are indeed going to 
benefit a great deal in money terms, con¬ 
trary to the story that the proposed 
revision does not offer any significant 
economic benefits to them. In the mean¬ 
time they all would receive huge lump 
sums representing arrears payments. One 
wonders what one takes one's readers for 
that one should prevaricate even in such 
simple arithmetic matters. 

About stagnating at the ceiling, 
everybody seems to be agreed that it is a 
highly undesirable thing to happen. 
Everybody seems to be complaining that 
a scale revision was long overdue. If one 
does not desire that salary rises should 
stop at any point, one ought, for logical 
consistency, take the sund that there 


should be no ceilings at all. But the 
agiuting teachers have all accepted the 
proposed new ceihngs. What is the point 
of this acceptance if one should also hold 
that by the time people start to approach 
the ceiling the scale should be once again 
revised and new ceilings announced? 
There is yet another inconsisteqey in 
the acceptance of the new ceilings. If 
the teachers’ demands are conceded 
everybody would get promoted to the next 
higher grade at the end of eight years, 
making the ceilings totally devoid of 
any meaning. 

Issue of Promotions 

We now turn to some of the ‘broader 
issues’ raised by KB. One of the points 
made by her is that “the promotional 
avenues must be kept open” because “with 
paucity of new posts due to financial 
stringency ^any deserving teachers had 
been stuck at low scales and in lower posi¬ 
tions”. This is perhaps not one of her 
broader issues as “quota free merit based 
promotion” (TS) and “sufficient promo¬ 
tional avenues” (GS).are mentioned by 
everybody as constituting the central de¬ 
mand of the teachers. 1 would record here 
my total opposition to the concept of pro¬ 
motion in the academic sphere. I do not 
see that there is a problem of deserving 
teachers being forced to remain at a low 
level because of paucity of posts. There 
may be no vacant posts in a particular 
university at a particular point of time. 
But there is no such paucity if one takes 
all the universities together. If a lecturer 
or a reader in one university thinks that 
he or she deserves being a reader or a pro¬ 
fessor, he or she is free to face open com¬ 
petition for posts advertised by other 
universities. This, of course, assumes that 
one would be prepared to accept mobility 
in respect of place of work. But such 
mobility, arising from people changing to 
higher positions through open competi¬ 
tion, is a hallmark of the academic worlds 
in the western hemisphere. That the 
academic standards in that hemisphere are 
maintained at much higher levels than in 
our country seems to be universally ac¬ 
cepted even by teachers calling themselves 
leftists or marxists. (Teachers reveal this 
value by attaching greater importance to 
foreign degrees and by their practice of 
making as frequent pilgrimages to that 
hemisphere as possible.) The slandaids in 
the west would not have been higher if 
they followed the principle of quota-free- 
promotion. It may also be remembered 
that members of the administrative ser¬ 
vices are subject to frequent transfers. The 
teachers, it would seem, desire to have 
parity with government servants in the 
matter of remuneration but not in the 
matter of conditions of entry (e g, coun¬ 
trywide competitive examination) or in 
jiervice conditions (e g, transferability). 

It has to be recognised that in the 
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phrase ‘merit-based promotion’ the word 
‘merit’ is just an ornament. The scheme at 
present is de facto one of seniority-based 
promotion. The quota ensures that the 
senior-most of those who have reached the 
benchmark of eight years get promoted. 
Quota-free-promotion would simply mean 
that everybody reaching the benchmark 
would get promoted. Merit is hardly look¬ 
ed into in the present system and it may 
not be expected that it will be looked into 
any more in a quota-free system. 

KB seems to resent that there is* a 
“loss of faith in the system’s capacity to 
generate and promote real talent and par¬ 
ticularly in the efficacy and integrity of 
the selection committees’* and the implicit 
accusation that “undeserving candfdates 
got promoted through duly constituted 
selection committees’’. 1 am surprised that 
KB should object to this truthful charac¬ 
terisation of the state of affairs in the 
academic world. Who can deny that 
‘manipulation and misuse' largely charac¬ 
terise the functioning of selection com¬ 
mittees? Is it not true that ‘duly con¬ 
stituted selection committees’ have filled 
most of our universities with professors 
who would not be selected as readers or 
lecturers in the best of our own univer¬ 
sities? Is it not ‘duly constituted selection 
committees’ that made appointments in 
the post of lecturers in universities of fresh 
MAs, thus flouting the directive of the 
UGC that the minimum qualification 
necessary for a university lecturership 
should be a PhD? 1 know for a fact that 
such disregard of the minimum stipulated 
qualifications has been systematically 
practised even in the most reputed univer¬ 
sities in the country. The PhD require¬ 
ment was lowered to M Phil and was fur¬ 
ther diluted with vague phrases relating 
to research work of equivalent standard. 
Despite all that, selection committees have 
not only appointed as lecturers fresh MAs 
but later on appointed them to posts of 
readers with no further accumulation of 
research. 

KB is entirely right about the academic 
profession being drawn into the commer¬ 
cial network: but one has to gasp at her 
attempt to justify those teachers who are 
more interested in earning money than in 
learning or teaching with the following 
words “.. .with inflation threatening the 
prospects of affording reasonable stan¬ 
dards of living, teachers, at all levels, 
have started looking for supplementary 
incomes, private tuitions, consultancy 
work, etc”. There are indeed some school 
teachers a^d unemployed young people 
vifho are driven to private tuition by 
economic hardship. But if the army of 
teachers who are engaged in the business 
of coaching classes and the piling up of 
thousands of rupees per month and the 
university teachers doing consultancy 
work are to be pitied for not being able 
to afford ‘reasonable standards of living’. 


then, by that same logic, and in the name 
of the same ‘reasonable standards of liv¬ 
ing’, sympathy has to be extended to every 
bribe-tal»r in every part of our out and 
out corrupt social system. KB gets herself 
into this absurd corner by using an 
undefined concept of ‘reasonable stan¬ 
dards of living’ applicable only to the 
teaching community, with no reference 
whatsoever to the abysmal standards of 
99 per cent of the population. 

Curious Priorities 

KB writes quite a few things about the 
progressive devaluation of higher educa¬ 
tion with which one cannot but agree, but 
she also writes a few things which are 
curious to read. For instance, she writes, 
“huge research funds have also been chan¬ 
nelled into research institutions, thus 
locating research outside universities and 
disrupting the productive and vital link 
between research and teaching”. Disrup¬ 
tion can take place only if such vital links 
between research and teaching were there 
in the first place, it is very surprising that 
KB should suggest it to be so. The fact, 
as everybody knows, is tliat traditionally 
Indian universities have been meant 
exclusively for teaching, research not being 
considered a part of a teacher’s duties. It 
is of course deplorable that this should 
have been so and that universities not only 
did not provide teachers with research 
funds and facilities but did not even pro¬ 
vide secretarial facilities required for the 
writing of papers. It is however wrong to 
suggest that things were better before. 

Again, while rightly deploring the lack 
of “communitarian facilities” necessary 
for “creative interaction” KB lumps 
together such things as libraries and 
seminars. This obscures a very significant 
pattern which cannot be accidental in the 
support provided by the UGC for such 
facilities. Thus the UGC seems to be 
extremely stingy in providing library 
funds. Funds are not released for years 
together at the beginning of every five- 
year plMi, in the name of the plan budget 
not having been approved. At long last 
when the funds are released they are 
woefully inadequate in relation to the 
needs. This state of affairs is, I believe, 
true of even the most pampered of the 
universities. By contrast, the UGC seems 
to be always having surplus funds on its 
hand for seminars, conferences, work¬ 
shops, etc. KB may attach a lot of value 
to these activities for the so-called ‘interac- 
tiop’ they permit among scholars. From 
my personal experience I have long back 
come to the conclusion that such meets 
are nothing but occasions for pmd l^olidays 
for the participants for travelling around 
in different parts of the country and dis¬ 
tant parts of the world, for meeting pro¬ 
fessional friends and for bringing back 
presents for family members. During 
those veiy years when a university library 


might have to discontinue subscriptions 
to journals for want of funds, different 
departments are solicited by the UGC to 
organise seminars, conferences, etc, and 
are offered such excessive funds that the 
organisers do not know how to spend 
them usefully and therelore use them for 
such things as pleasuretrips, banquets and 
distributing among the participants brief 
cases, etc, 

I may differ in some small details like 
the above from KB, but by and large 1 
agree that she has raised some very basic 
issues which deserve to be seriously 
discussed. But two geMral points. Why 
does she fail to note that these issues 
have never been raised by iihe agitating 
teachers? Not only during the recent 
movement, even in the past, have teachers’ 
bodies at any time agitated for such 
demands as more funds for libraries, more 
research facilities, less of ledlnre loads for 
college teachers so that they may get 
some time for doing research? The con¬ 
clusion is inescapable that the bulk of 
the teaching community is the least con¬ 
cerned with study and research and is only 
concerned about such matters as promo¬ 
tions, salaries, etc. 

Only Bureauc rats to Blame? 

The second general point is that KB 
writes as if all the deficiencies in our 
higher education system are due to mis¬ 
management and misdirection by bureau¬ 
crats. Any detailed analysis will however 
show that the responsibility for the lamen¬ 
table state of affairs is to be shared at least 
as much by the teaching community as by 
bureaucrats of the education ministries 
and departments. KB writes as if the 
teaching community constitutes a social 
group with contradictions with the bureau¬ 
cracy. 1 would suggest that this is a 
misconception. In any marxian ilass 
analysis teachers and bureaucrats will have 
to be placed in the same class (whatever 
be the name to be given to it), not engaged 
in production but living on the surplus 
generated by direct producers and distri¬ 
buted among them by the state. In general 
sociological terms, teachers and govern¬ 
ment servants have identical family 
backgrounds. The same educated middle 
class families supply the two cadres with 
their personnel: teachers and government 
servants are blood brothers and sisters. 
They have the same ethos and the same 
vajue system, which is that of self-seeking, 
opportunism, and a peculiar blend of na¬ 
tionalism with a preference for everything 
foreign from gadgets to degrees. All the 
cupidity, unimaginativeness and clum¬ 
siness of the education bureaucrats do 
nothing but faithfully reflect the .same 
qualities among teachers in their activities 
within universities and colleges, lisachers 
in India cannot get a better education 
ministry than they deserve. 
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The Politics of Race in Fiji 

Shak'niira Sharma 

The Fiji Labour Party, which was founded in July 1985, was the 
first political party that sought to shift the emphasis of political 
discourse from the context of race to that of social class. The 
FLP victory in the April elections symbolised the beginning of a 
new era in Fiji politics but the aspirations of the people'were 
brutally nipped in the bud by the military coup. 


SINC f the coup that toppled the civilian 
government of Timoci Bavadra on May 14, 
1987, the small island nation of Fiji has 
been struggling to extricate itself from 
profound political and economic crises 
that have dramatically shaken the con¬ 
fidence and threatens the future of this 
once ’‘paradise of the South Pacific”. For 
a nation, whose official slogan just 
months ago used to be "Fiji, the way the 
world should be”, the failure at democratic 
goveinment just 17 years after indepen¬ 
dence has been a rude awakening to the 
ivalpolitik ot the modern world. The 
military interregnum has been a time of 
searching sell-examination and agonising 
idjiisimeiit. Perhaps, loi the first time in 
her history the country is coming to terms 
with the "politics of race” that has for 
long defined her polity and today has left 
hei peoples deeply divided. 

At liist glance, politics in Fiji seemed 
quite familiar. As in most western demo¬ 
cracies, a two party system of government 
and opposition had operated in the coun- 
li> since it gained independence in 
fXiober 1970. But the distinguishing 
le.iiuie ol Fiji’s party system was that it 
was demarcated not on the basis of 
ideology in leims of labour and capital 
Ol capiialism \ersus socialism but largely 
on (he basis of race. While the roots of 
such lacially based politics was established 
during a century of British colonial rule. 
It was III the 1960s that the system became 
fully entrenched. I he Alliance Party 
loinied 111 1966 leprcsented the country’s 
ii.itnc Melancsiaiis (or Fijians) and 
icceised the full backing of the numerical- 
Iv small bill influential group of "other 
races"—comprised of Furopean.s, part- 
tuiopeanS and the Chinese. The National 
ledciation Party (NFP) formed in 1964 
drew Its support almo.st exclusively from 
the Fast Indian populace—descendants of 
mdeniuied workers who were brought into 
Fiji liom India ir. the late 19th century to 
prosidc cheap labour in the colony’s 
booming plantation economy. 

Paradoxically, the undercurrents of 
racial politics fiist rose to the surface 
diiriiii^c constitutional talks (held with 
the ill 1963-66) that were a pro- 

legotspna to sell-government. The NFP 


fearing Melanesian political domination 
demanded an electoral system based on 
a “common roll” in which electors of all 
racial groups would be listed instead of 
a separate “communal roll” system for 
each of the three groups of electors 
(Melanesians, Indians and the “other 
races”) in which members of each racial 
group voted only for other members of 
that group. The Alliance rejected “com¬ 
mon roll” on the grounds tliat an ortho¬ 
dox adherence to a Westminster system 
would result in the Melanesians losing 
political power to the numerically superior 
Indians, (in the mid-1960.s, Indians made 
up 50 per cent of the Islands 6,00,(X)0 
inhabitants and the Melanesians made up 
46 per cent.) When both the parties failed 
to reach a compromise, the British im¬ 
posed a settlement that resulted in the 
establishment of a complicated electoral 
system in Fiji. In addition to the 23 
members elected on “communal roll” 
(.9 Melanesians, 9 Indians and 7 from the 
“other races” or “general electors”) a fur¬ 
ther 9 seats were created under a system 
of “cross voting” to provide the first type 
of multi-racial electorates in Fiji. Three 
of the seats were allocated to each of the 
racial groups but were to be elected by all 
races in each of these “national” elec¬ 
torates voting together. 

This convoluted electoral system (with 
some modifications) was retained under 
the constitution of independent Fiji. The 
32 seats in the new parliament were 
divided into 27 “communal” and 25 
“national” (or cross-voting) seats. The 
racial allocation of these seats were in the 
“communal” 12 each to the Melanesians 
and the Indians and 3 to the “general elec¬ 
tors” and the “national” scats were 
divided in the ratio of 10:10:5. The 1970 
constitution which had sought to establish 
parity between the three founding races, 
in effect institutionalised the “politics of 
race”. Moreover, the electoral system aptly 
described as “first-past-the-post" method 
of voting gave a distinct advantage to the 
Alliance in an election. By winning all the 
Melanesian and the decidedly “pro- 
Aliiance” general elector “communal!’ 
seats it had a IS to 12 advantage over the 
NFP. The “national” seats also mirrored 


the racial equation, with the Alliance once 
again having the advantage. In essence, 
under the racial voting structure, the 
Alliance could govern with little or no 
support from the Indians, and that is 
prcci.sely what occurred between 1970 
to 1987. 

The flip side of the racial compartmen- 
talisation of politics was that, it was 
antithetical to (he principles of parliamen¬ 
tary democracy and political pluralism. 
The politics of race was inhece.ntly 
destructive, it exacerbated racial animo¬ 
sities and 'entrenched political dema¬ 
goguery and personalist forms of rule 
based exclusively upon racial loyalty and 
traditional patron-client linkages. 'These 
manifested themselves in a variety of 
ways: The five general elections held in in¬ 
dependent Fiji illuminated with stunning 
clarity the pivotal role of race in Fiji 
politics. Despite the populist slogans both 
political parties adopted in paying 
homage to what has been described as 
“the official myth of multiracialism”, elec¬ 
tions were fought openly along racial lines 
with both parties often invoking blatant 
emotive appeals to racial interests to instil 
fear and suspicion in order to maintain 
(heir racial constituencies. The political 
elites in both parties surreptitiously pro¬ 
moted the “politics of race” to augment 
their personal and political power. Rather 
than being the agents of political demo- 
cratisation, the political parties in Fiji in¬ 
stead perfected the old colonial stratagem 
of dividc-and-rule. 

Moreover, the fact that neither of the 
two parties could legitimately claim to be 
multi-racially based, led both to resort to 
the “racial arithmetic” for political sur¬ 
vival. For the ruling Alliance Party this 
meant buying allegiance from the influen¬ 
tial chiefly establishment through 
patronage and nepotism, and in«assign- 
ing governmental positions, business 
licences, university scholarships, etc, to its 
own racial base. The greatest beneficiaries 
were the members of prominent chiefly 
families—not only did they come to 
dominate the strategic positions in the 
bureaucracy, the judiciary, the police and 
military establishment, but were also abb 
to further buttress their status and 
authority through manipulation of time- 
honoured prescriptive norms sanctioned 
by custom and tradition, and to segregate 
the “commoner” (or kaysi) ethnic 
Melanesian from the larger society and 
thus keeping him entrapped in various 
types of patron-client-cum- quasi-feudal 
relationships and within the narrow con¬ 
fines of parochial politics. 

The prime minister for 17 years, Ratu Sir 
Kamisese Mara, a paramount chief ruled 
as an archetypal benevolent autocrat- 
rewarding the faithful handsomely and 
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ferociously punishing the disloyal. A 
shrewd and consummate politician, he 
orchestrated around him a ciilt of per¬ 
sonality so potent that he became a sym¬ 
bol of veneration—a tall invincible 
warrior vanquishing the disreputable foes, 
defending native values and culture, 
benignly building the nation and acting 
as a world statesman. In the eyes of most 
Fijians, Mara remained an awe-inspiring 
figure and above criticism. Indeed Mara 
skilfully used his status and image to 
distort remarks against his government as 
if it constituted attacks on Fijian tradi¬ 
tional values and culture. 

But there was a lot more to the seamy 
side of Mara’s rule. He reduced the parlia¬ 
ment into an ineffective body that simply 
rubber-stamped his deci.sion and sur¬ 
rounded himself with a coterie of syco¬ 
phants—the end result was widespread 
corruption, maladministration and ar¬ 
bitrary use of authority. He,co-opted 
dissenters (usually other high chiefs) 
through material rewards (often illegally 
appropriated from public revenues) and 
administrative posts, and as a token 
gesture he reserved 2 or 3 cabinet posts 
for Indians (who invariably were men of 
poor standing in the Indian community). 
Like all strongmen, Mara wanted political 
immortality. No potential challenger was 
permitted to gain a power base. To this 
end, he hired foieign intelligence and 
surveillance teams to ferret out real or im¬ 
agined conspiracies. The clandestine 
activities of Mara and his foreign patrons 
were exposed in late 1981, by the Australian 
current affairs programme “Four Corners”. 
The programme focused on the contents 
of a report entitled “Report of Con¬ 
sultants to the Prime Minister of Fiji on 
the Economic and Political Outlook and 
Options for Strategy and Political 
Organisation”. Prepared for Mara by a 
group of foreign consultants (one of 
whom actually leaked the report to the 
press), it immediately became clear that 
the Alliance had misused large sums of 
Australian aid-money to pay consultants 
and their own election expenses. The 
recommendations of the report (nick¬ 
named the Carroll Report after its main 
author) read like a spy thriller. Among the 
widely publicised aspects of the Carroll 
Report were “combine, divide and rule 
with stroking”, “capitalise on the existing 
splits and weaknesses of the NFP”, obtain 
Fijian support “by getting chiefs on 
ticket”, “mobilise the Muslims and 
Gujarati communities through appoint¬ 
ments, oral commitments, etc”, “get credit 
for pro-Fijian (Melanesian) stance cur¬ 
rently without jeopardising expansion of 
Indian support", and on it went. 

For the opposition NFP the TV pro¬ 
gramme was initialiy a God-send. They 
immediately obtained a copy, made several 
hundred copies and screened it throughout 


the country. But despite evidence to the 
contrary, Mara effectively denied the 
allegations, but as the pressure mounted, 
he admitted to the existence of the report, 
but stating that political survey conducted 
by foreign experts was a “perfectly nor¬ 
mal practice” in any democratic nation. 
As the debate on the issue reached bitter 
high-pitch, Mara resorted to the “politics 
of race”—he twisted the opening words of 
the TV programme that the Alliance Party 
leaders were descendants of chiefs who 
“clubbed and ate their way to power”— 
he accused the NFP and Four Corners— 
“the treacherous collaborators”, for in¬ 
sulting his people and their chiefs by call¬ 
ing them “cannibals”. He warned that the 
insult “will not be forgotten or forgiven”. 
Mara’s passionate emotional response 
carried conviction with the Melanesians, 
it served its purpose in arousing racial 
fears and prejudices, the serious allega¬ 
tions made in the report became non¬ 
issues. Race once again dominated the 
headlines. 

The NFP failed to effectively challenge 
the Alliance for a number of reasons. 
After the death of its founding leader in 
1969, the party faced a crisis of legitimacy 
it never overcame. Lacking a strong 
dynamic leader and riven by internecine 
struggles (that continued unabated for 
over a decade) the party had long ceased 
to function as a viable opposition. The 
schisms within the NFP reflected the deep 
divisions of caste, class and religion within 
Fiji’s heterogeneous Indian community. 
The NFP traditionally dominated by 
educated high-caste Hindus and represen¬ 
ting the interests of Indian commerical 
and business interests, failed to absorb, 
reconcile and act upon the diverse pressure 
and demands to which it was subjected. By 
the 1980s deeply divided and demoralised, 
the NFP was more like a debating club 
with each personality vying for attention 
and power. The party’s patrons, the 
Indian bourgeoisie had quietly deserted 
the party, joining with Mara who promis¬ 
ed them “stability” and “business as 
usual”. Increasingly, most Indians per¬ 
ceived the NFP hierarchy as a bunch of 
political mercenaries and profiteers who 
took public office for personal aggran¬ 
disement. It was a well known fact that 
many of the prominent NFP leaders had 
substantial investments in real estate in 
Australia, Canada and the US. 

In this atmosphere of political decay, 
both parties exploited racial loyalties to 
maintain their power. Important socio¬ 
economic issues were reduced to the one 
simple equation of race. In many ways, 
Fi^H resembled the classic “praetorian 
society”—where two racial communities 
were unwittingly made to confront each 
other. Not surprisingly, most observers pre¬ 
dicted an escalation of racial violence— 
they would have perhaps been proven 


wrong if it had not been for the military 
coup. 

Towards thf Ptii mes oi <'i..ass 

Political decay betet-v economic 
deterioration and Fiji was no exception. 
By the 1980s, the country had succeeded 
in reproducing many of the dismal 
features of the post-colonial world. 
Saddled with rising balance of payment 
deficits and a stagnant economy, the 
populace had to endure high unemploy¬ 
ment (20 per cent in 1985) rising inflation 
and low wages. Agriculture the livelihood 
of 65 to 70 per cent of the people per¬ 
formed so dismally that food imports 
(which had soared 270 per cent between 
1971 and 1981) could hardly meet the de¬ 
mand. In 1983, over 70 per cent of a 
labourers’ bi-weekly salary was spent on 
providing just the basic food necessities 
for a family of four. The woisening 
income inequality was tragicaih' obser 
vable in the cities by the incongruously 
intimate co-existence of the afllueiit 
suburbs and the mushiooming squalid 
squatter settlements. As those excluded 
from the charmed political circle struggk'd 
to feed, house and clothe ihcii families, 
the noHveaux riche reaped rich hai vests 
and engaged in conspicuous consumption. 

It was against this backdiop of political 
and economic decay, together with the 
Alliance governments callous imposition 
of a 12 month wage free/.e that led the Fiji 
Trade Union Congress (the largest 
organised body m the country) to call for 
the establishment of a new political party 
which would confront these problems and 
protect the “interests of the labouring 
classes”. 

The founding of the Fiji I about Patty 
(FLP) in July 1{)85, marked a wateished 
in Fiji’s political history. The FLP was the 
first political party that sought to shift the 
emphasis of political discourse from the 
context of race to that of social class. 

The FLP’s president, the highly 
respected medical doctor, Tiinoci Basadra 
(a Melanesian “commoner”) and the par¬ 
ty’s chief idealouge and secretiny, the 
experienced Mahcndra Chaudhuiy (an 
Indian) with the support of piogicssne 
academics of all races at the unncism of 
the South Pacific, prepared .t mm of com¬ 
prehensive policies to pull Fiii oiii ul its 
political and economic malaiM- 

Committed lotheideaF ol dcrnociaiK 
.socialism, the FI P made as its piiine ob¬ 
jective to take “race out I'f politics” and 
build a genuine multi-racial society with 
a common national identity for all its 
citi/.ens. Its economic strategy called loi 
a radical resti ucturmg of the “plundered 
and mismanaged economy”. At the top of 
the agenda (and in sharp contrast to ihe 
laissez-faire principles of the Alliance and 
the NFP) was the plan to nationalise 
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major industries, including those con* 
trolled by Australian multinationals and 
the rejuvenation of the sugnant agri¬ 
cultural sector. The FLP also promised the 
typical social democratic reform package 
of lower taxes, removal of the wage freeze, 
greater access to education and health, 
more employment opportunities for 
women and youth and to the redistribu¬ 
tion of political and economic resources 
to the disadvantaged sectors of society. 
Beyond these, it promised to purge the ar¬ 
rogance, vertality and avaricious de¬ 
meanor that attended party politics by 
restoring accountability and “discipline” 
to public life. 

The FLP’s proposals proved highly 
popular especially with the interest 
groups—students, trade unions, women’s 
groups and the educated middle class. 
More significantly, the support cut across 
racial lines in reasonably equal propor¬ 
tions. The new political clout of the FLP 
became evident during the Suva City 
Council Municipal Elections held in 
November 1985. In an area were the NFP 
and the Alliance had traditionally split the 
seats equally, the FLP won 8 out of the 
20 seats, the Alliance took 7 and rebel 
NFP councillors running as independents 
took the rest. Officially endorsed NFP 
candidates failed to win a single seat. The 
FLP’s electoral gains were the result of a 
broad-based multiracial support—it 
demonstrated that a class-based multi¬ 
racial politics was possible in Fiji. 

At the FLP’s first annual meeting in 
July 1986, Bavadra noted with great en¬ 
thusiasm that his party had become a 
major political force in Fiji. While this 
was no understatement, it was also clear 
that the racial balance within the FLP had 
shifted indicating a preponderance of 
Indian support. The reason for this had 
much to do with Indian disatisfaction 
with the NFP, indeed the FLP’s gains were 
more at the expense of the NFP than the 
Alliance. In mid-1986, four NFP parlia¬ 
mentarians who had earlier resigned from 
that party were admitted into the FLP, 
giving the party its first seats in the house 
of representatives. The NFP seeing its 
base nlbidly eroding and now fighting for 
its political life approached the FLP for 
a possible coalition. For Bavadra and 
others it was a moment of decision—fully 
aware that a coalition would enable the 
Alliance to label the FLP as an “Indian 
Party”, yet confident in the FLP’s multi¬ 
racial base, Bavadra agreed to the coali¬ 
tion. He justified such a move on the 
grounds that without a coalition with the 
NFP (which still had a reasonable base in 
ceruito rural ridings) the.FLP, under the 
pre|!W racial voting structure would have 
difficulty in dislodging the Alliance. 

the coalition agreement, the FLP 
;ed as the senior partner. It made no 


concessions in its ideological or socio¬ 
economic policies. But this did not pre¬ 
vent the Alliance from exploiting the 
“politics of race”. Mara immediately de¬ 
nounced the NFP for “selling its birth¬ 
right”, and labelled the FLP as just 
another faction of the NFP. The other 
Alliance politicians joined the chorus, the 
message was the same “stay away from the 
FLP” because it is based on Indian power 
base, and that means “the destruction of 
the Fijian people”. 

In late December 1986, Mara announc¬ 
ed that Fiji’s fifth general election would 
be held on April 12, 1987, six months 
before the election was due. In the pro¬ 
tracted and bitter campaign, the Alliance 
repeatedly emphasised issues explicitly 
directed at racial interests. The coalition 
held firm to a multi-racial platform bas¬ 
ing its campaign largely on iisues concer¬ 
ning the economic problems facing the 
country. Bavadra’s coalition succeeded in 
attracting a sufficient number of ethnic 
Fijian (about 33 per cent) and general 
electors to give it victory by 28 seats to the 
Alliance’s 24 in the house of represen¬ 
tatives. The FLP’s victory symbolised the 
beginning of a new era in Fiji politics but 
the aspirations of the majority of the 
citizens were brutally nipped in bud by the 
military coup. 

The Military Coup d’etat 

On May 14, 1987, Colonel Sitiveni 
Rabuka, number 3 man in the- Royal 
Fijian Military along with 10 heavily 
armed soldiers entered the parliament 
building and without firing a shot depos¬ 
ed the month old Bavadra government. 
Rabuka justified that his actions were to 
“protect” 15 members of the Bavadra 
cabinet who were targeted for assassina¬ 
tion by members of the Taukei —a reac¬ 
tionary Fiji nationalist movement that has 
several former Alliance MPs as members. 
What was extraordinary was that Rabuka 
chose not to apprehend the alleged 
assassins but to arrest and put under 
armed detention the men who were sup¬ 
posed to be the victims. The coup had all 
the elements of a slapstick with the dif¬ 
ference that the actors were not acting. 

As the initial shock wore off the real 
motives behind the coup became clear. 
Brigadier Rabuka (he promoted himselO 
now publicly admitted that the major 
aims of the coup was to: 

1 change the 1970 constitution so as to 

guarantee that Fiji would never again 

elect an “Indian-dominated parlia- 

. ment”. 

2 protect native land and customary 

rights "threatened by the FLP”. 

3 prevent Fiji from drifting towards the 

eastern bloc. 

Rabuka replaced the cabinet with a 
Melanesian ‘Council of ministers”, whose 


main task was to revise the constitution 
in order to ensure that two-thiids of tlw 
lower house seats, as well as the position 
of tlM prime minister and the governor 
general should be compulsorily reserved 
for ethnic Fijians. Interestingly, Rabuka 
was the only military man on his own 
“council of ministers”, which was 
dominated by several leading Alliance 
politicians including Ratu Mara himself. 
Mara’s failure to condemn the coup and 
his decision to give it legitimacy by join¬ 
ing the ’^uncil” and becoming its foreign 
minister, makes clear that the coup had 
the tacit, if not the full support of Mara 
and the Alliance. Further evidence of this 
was reported by Bruce Stannard of the 
Australian based news magazine The 
Bulletin (May 27, p 78). He stated that 
during the council of ministers’ first 
meeting on May 22, Mara sat in the red, 
velvet-covered prime minister’s chair while 
Rabuka stood nearby and called Mara 
“Sir”. The military coup in reality was an 
Alliance Party coup in which Rabuka was 
the hired gun of Mara and the other 
defeated politicians hungry for power. It 
was clear that the democratic processes in 
Fiji were tolerated only as long as the 
Alliance retained power. 

The coup was definitely not about pro¬ 
tecting traditional native landownership. 
Approximately 83 per cent of the entire 
land area of Fiji remains in Fijian com¬ 
munal ownership, virtually protected by 
a constitutional provision giving the great 
council of chiefs a veto power over any 
legislation affecting native land rights. So 
deeply is this right entrenched that 
without the consent of six of the eight 
great chiefs no land can be alienated. 
However, much of the native land is leased 
to Indian farmers, usually under 10-30 
year tenancies. Of the alienated land, 
about 10 per cent is freehold and 7 per 
cent is crown land. 

Rabuka’s allegation that the FLP was 
drifting towards the eastern bloc i* 
illfounded—a clever coverup for the coup. 
Bavadra, like his colleague, prime minister 
David Lange of New 2^aland had called 
for a non-aligned, anti-nuclear foKign 
policy for the South Pacific in an effort 
to diffuse the escalating superpower 
rivalry in the region. Bavadra’s stance—a 
sharp contrast to the conservative, pro- 
western foreign policy of Mara—greatly 
alarmed the US state department, that in 
April 1%7, the former d^uty director of 
the CIA, >Aimon Walters (the same 
Walters who was in Chile and Brazil 
before the coups there) met with Bavadra 
to convince the new government to change 
its policy and allow US nuclear ships ac 
cess to Fiji ports. Bavadra denied the 
request stating that the ban was directad 
at nuclear warships of all nations. The 
ebu'ff angered the Americaru, intmirify- 
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ing covert CIA activities against the 
Bavadra administration—indeed one 
week before the coup Bavadra met US 
ambassador Dillery to say that he had 
proof that the US was providing money 
to the former Alliance cabinet minister, 
Apisai Tora, a Taukei member and rabid 
communalist who had publicly stated that 
if the FLP won the elections, Indian 
homes and businesses would be torched 
to the ground and the survivors expelled 
from the country. Tora along with other 
Tbukei leaders such as Ihniela Veitata and 
Filipc Bole (also a former Alliance MP) 
tried to carry out their threats after the 
election by organising and leading several 
marches-cum-riots during which Indians 
were beaten and their properties damaged. 

It is no coincidence that the repressive 
technology—tear gas, MACE, batons, 
.shields and helmets, and small arms and 
ammunition now used by l iji military 
against the civilian populace, are all made 
in the US. 

Towards thf. “Sf( fjNi) Cotip” 

During the weeks prior to the “.second 
coup” of September 25, Fiji’s political 
future remained uncertain—to be decided 
by the victor in the power struggle 
between Rabuka and the governor general 
Ratu Penaia Cianilau—Rabuka’s former 
battalion commander as well as para¬ 
mount chief. But with the military, the 
great council of chiefs and the Taukei 
firmly behind Rabuka it was only a matter 
of time before Ganilau was removed. The 
fact that Ganilau lasted as long was due 
to Rabuka’s deference to his chief and 
traditional authority. 

In effect, in the weeks prior to the 
“second coup”, the military strongman 
having tasted power, went about con¬ 
solidating that power, .^mohg the first 
things he did was to declare himself com¬ 
mander of Fiji’s armed forces and sent a 
delegation of army officers (accompanied 
by Mara) abroad to buy what he described 
as “basic military weapons”. Fiji’s troops 
were put on full alert and di!i.sident.s— 
Bavadra and his cabinet, two Supreme 
Court judges, trade unionists and 
journalists—faced constant harassment 
and spend much of their time in jail. All 
political or “controversial” news was 
banned, and the local press heavily 
censored featured sports news, and the ar¬ 
my controlled radio station played 
military music. 

On October 6, two weeks after moun¬ 
ting his “second coup” Rabuka finally 
made good his threat and declared Fiji a 
republic—he abrogated Fiji’s 1970 con¬ 
stitution, dismissed the judiciary and the 
Sjcnate, abolished the office of governor- 
general and named'himseif head of state. 
In doing so, he ended a 113 year tie to the 
British crown, severed ties with the 


Comnlionwealth and reduced the majority 
of the population into second-class 
citizens. In ^buka’s republic all key posts 
of government are to be reserved for the 
Melanesians and with the greater recogni¬ 
tion and application of customary law. 
There is no differentiation between tradi¬ 
tional authority and obligations on the 
one hand and the constitutional demo¬ 
cratic rights of Fiji citizens on the other. 
The implication is that Fijians should 
follow the dictates of their chiefs in 
national politics. In essence, Rabuka’s 
republic further entrenches the power and 
privileges of the chiefly aristocracy. The 
new apartheid-style constitution—drafted 
with the aid of former NFP leader Siddiq 
Koya—ensures indigenous Fijian supre¬ 
macy, seemingly for all time to come. The 
67-seat parliament has only 22 Indian 
seats, 8 seats are for the general electors 
and 36 scats arc reserved for native 
Fijians. Rabuka has made clear that the 
Indians arc not to involve themselves in 
politics and (according to Rabuka) if 
Indians do not Ijke to live in Fiji “they 
(Indians) can look at constitutions all over 
the world and choose the country they 
want to go to”. 

The FinuRE 

There can be no doubt that the coup 
has had a disastrous effect on Fiji’s 
economy and the country is now facing 
the worst economic crisis in its history. 
Fiji’s foreign reserves which at F $ 170 m 
on May 14 dropped to F $ 113 m by 
June 29. The Fijian dollar devalued by 
17.75 per cent after the first coup, was 
devalued a further 15.25 per cent on 
October 7. All this will mean a rise of in¬ 
flation and unemployment. According to 
one economist, imported items will cost 
upto 20 per cent more, with a similar rise 
in unemployment. 

Fiji’s tourist industry—the second most 
important sector in terms of foreign 
exchange earnings stands to lose millions 
of dollars^ The projection for 1987 was 
2,87,0(X} visitors with a potential foreign 
exchange earnings in excess of F $ 200 m. 
Fiji will most likely lose over 70 per cent 
of those earnings. Businesses directly 
dependent upon the tourist trade have 
been devasted and many companies have 
been forced to lay-off employees or 
introduce shorter working weeks. Fiji’s 
4,00,0(X) hotel rooms lay empty as there 
were only 5,000 visitors in June. But the 
real concern is over the number one 
foreign exchange earner, sugar. Sugar is 
the backbone of Fiji’s economy, accoun¬ 
ting for approximately 15 per cent of gross 
domestic product, 60 per cent of total ex¬ 
ports and 25 per cent of the labour force 
is engaged in sugar-related activities. Since 
the coup, sugar production has suffered 
a drastic decline from 4,80,000 tonnes (in 


April) to 3,50,000 tonnes by mid-October. 
This is partly due to the reluctance of 
Indian sugarcane farmers (who make up 
70 per cent of Fiji’s cane growers and 85 
per cent of the cane cutters) to harvest this 
year’s crop to protest the military coup. 
It has been estimated that over 50 per cent 
of the sugar earnings has already been lost 
due to the cessation of harvest Moreover 
the Fiji Sugar Company estimates that 
only 20 per cent of next year’s crop has 
been planted instead of the 70 per cent 
normally sown by the end of October. The 
economic prospects for the future are 
indeed bleak. 

The Indians have to face the grim 
reality. They can either remain in Fiji as 
second-class citizens or leave the country. 
While many are contemplating the latter 
course, only a .small minority of highly 
skilled professionals and wealthy business¬ 
men have been able to leave or are in the 
process of leaving. For the majority, im¬ 
migration is not a realistic option as most 
Indians neither have family ties nor 
money to start a new life in anothci coutv- 
try. Preferred nations like the US. 
Australia, Canada, and New Zealand have 
all recently tightened their immigration 
policies and have made clear, that “unless 
the situation deteriorates further” Fiji 
citizens cannot seek political assyluin or 
refugee status. 

But all the evidence points to the 
fact that the situation has already 
deteriorated—all semblance of law and 
order has broken down, and semi-criminal 
elements organised and led by the Taukei 
and the “Young Alliance” now rule the 
streets. There have been numerous 
reported cases of vicious assaults against 
Indians and destruction to their proper¬ 
ties. In downtown Suva a dozen Indian- 
owned shops have been gutted and arson 
and looting have been reported in oihei 
towns. The “rule of the Taukei mob” was 
amply demonstrated recently as the 
Taukei men, armed with war clubs and 
spears and dressed as warriors with war¬ 
paint on their bodies, savagely beat 
Richard Naidu, a spokesman for Bavadra. 
Naidu was attacked in front of a hotel, in 
broad daylight where he was attending 
talks held between the governor-general, 
Bavadra and Mara. What is worth noting, 
is that the police and the niiluary stood 
nearby and did not stop the ait.xck or ar¬ 
rest the men responsible. 

A frightening but realistic scenario is 
that Fiji is becoming a militarised state— 
already Rabuka has expanded the number 
of troops on active .service from 2,5(M) to 
6,000 and tccently purchased military 
helicopters and other military hauiware 
from Indonesia. The process of ‘hai- 
tianisation” and the installation of a 
Fijian version of Papa Doc is already 
under way in Fiji. 
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not to be part of it? 

It is a great happening. 
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nuclear power generation. 

Made possible by a dynamic young 
Corporation with complete mastery 
over the high-tech area of nuclear 
technology.. 

Some of the best and the brightest 
of engineers and scientists... 

Assets worth over Rs.1100 crores. 
Revenues of Rs.16 crores per month, 
through the sale of nuclear power, 
generated a healthy profit of more than 
Rs.38 crores, in 1986-87 
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And a brighter one for you... 
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Fuelling a powerful future. 
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PERSPECTIVES 


State of the Union: Retrospect and 
Prospect 

H K Paranjape 

India was almost the first country in the third world to win 
independence in the post-second world war period and, because of 
the manner in which power was transferred, inherited an ongoing 
system of administration and economy. India was treated as a 
pioneer among third world countries in nation-building, politically 
and economically. What then has gone so wrong that we are in 
such unhappy straits 40 years after our *tryst with destiny’? 


THE country is now clearly in bad shape. 
Leaving aside shortsighted politicians with 
their fatuous talk of the 21st century, and 
their coteries and camp followers, discern¬ 
ing observers and students arc genuinely 
worried about the persistent deterioration in 
the country’s situation. Forty years after 
Independence, destitution and poverty con¬ 
tinue to stalk over one-third of our people. 
With all the glitter of superficial modernity, 
superstition, ignorance and even illiteracy 
continue to prevail among large masses in 
the country. In spite of the large scale ex¬ 
pansion of security forces and expenditure 
on them, the break-down of law and order 
is becoming common in many parts of the 
country and a situation of semi-anarchy 
prevails in some. Insurgency, which was 
earlier confined to certain north-eastern 
regions has now taken hold of a major state 
like the Punjab, and there appears to be no 
leadership in the country capable of check¬ 
ing the forces of disintegration enveloping 
such areas. The break-out of violent out¬ 
bursts on one ground or the other, in one 
part of the country or another, has become 
a common occurrence. Ixrw productivity, in¬ 
efficiency, and corruption have become the 
norms in large parts of our organised in¬ 
dustry and services. Public morality is 
at a low ebb, and this is increasingly and 
cynically accepted by most of us. In spite Of 
India havjng one of the largest standing 
armies, and with a very large and growing 
defence expenditure, India is not able to en¬ 
sure that even its small neighbours like Sri 
Lanka, Nepal, or Bangladesh in reality defer 
to her in essential interests. While formally 
much respect is shown to India and her 
leadership—past and present—in the 
counsels of the third world and at.so in the 
comity of nations, by their actual attitudes, 
many countries in the world are increasingly 
showing their lack of respect—amounting 
to contempt,—for India. While individual 
Indians are respected for their capacity and 
talents, and the more competent ones even 
attain high positions in science and industry 
in developed countries, Indians as a people 
are unrespected and unwanted, and even 
treated harshly, by countries such as the 


newly rich ones in West Asia. 

Why is this so? Why should India have 
been reduced to such a position even though 
it was almost the first country in the third 
world to attain independence in the post- 
second world war period and, because of the 
manner in which power was transferred, in¬ 
herited an ongoing system of administration 
and economy which was the envy of many 
other newly independent countries. The 
leadership of India’s freedom struggle was 
revered in many oppressed countries of the 
world and, for quite some time after in¬ 
dependence, India was treated as the pioneer 
for others in the efforts at nation building, 
politically as well as economically. What 
then has gone wrong so that we are in such 
unhappy .straits 40 years after our Tryst with 
Destiny? 

What Has Gone Wrong? 

One basic inadequacy of India’s leader¬ 
ship, especially as can be seen in the last SO 
years, is its refusal to critically look at reality, 
and work out an appropriate course of ac¬ 
tion accordingly. The persistence with which 
pet notions and ideas are clung to has 
become almost our second nature. To give 
what should be the clearest example, Indian 
leadership had to agree to a partition of the 
country to ensure early transfer of power on 
a basis acceptable to them. The partition was 
resorted to because a very large proportion 
of Muslims insisted on a separate sovereign 
political existence. The result was that all the 
important decisions and awards were related 
to the question whether the concerned areas 
were inhabited predominantly by Muslims 
or non-Muslims. But the Indian leadership, 
mostly that of the Congress which had for 
a long time genuinely attempted to build up 
a non-religious nationalist basis for India’s 
future polity, refused to admit that it had 
been defeated. While agreeing to partition 
on an essentially religious basis, the leaders 
did not want publicly to admit their defeat, 
and revise their approach to the structure of 
Indian polity accordingly. When the idea of 
organising a voluntary exchange of popula¬ 
tion was suggested as advance preparation 


for the partition process, while the future 
Pakistani leadership kept silent. Congress 
leaders like Nehru denounced this on the 
plea that India would continue to be a 
non-religious state.' Ihking into account 
the nature of ‘non-Muslim India* which 
remained as India, this was in any case 
bound to be the case; but an agreed and 
organised exchange on a voluntary basis in 
the directly affected areas would have en¬ 
sured an orderly transfer, and perhaps 
helped avoid some of the suffering under¬ 
gone by lakhs of people on both sides which 
resulted from the hasty manner in which the 
partition was carried out. In effect, what 
happened was a one way exchange; with 
practically all Hindus being driven out of 
Western Pakistan within almost a few weeks, 
while a significant proportion was driven out 
of Eastern Rtkistan, though over some years. 
What was achieved by the Congress leaders 
by refusing to foresee this already apparent 
possibility? Many of the difficulties which 
from the very beginning marred the relation¬ 
ship between India and Pakistan also owe 
their origin to this very illogical attitude of 
Indian leaders. While India insisted on tak¬ 
ing over Junagad and, later on, Hyderabad, 
irrespective of the wishes of their erstwhile 
princely rulers, on the correct ground that 
the vast majority of the people there clearly 
wanted to join India, the leadership refused 
to accept that logic when it came to J and K. 
Even a suggestion was not made that 
J and K could be divided on the same basis 
as the rest of the north-western provinces. 
Pakistan certainly played into India’s hands 
by trying to grab the state by a clandestine 
invasion, but India’s double standards in this 
matter were clearly seen in its pereistent 
refusal to accept a UN controlled plebiscite 
in J and K. The Indian leadership’s fears of 
the outcome of any such free plebiscite were 
clearly demonstrated in 1933. Shaikh 
Abdullah, the leader on whose decision to 
opt for India so much depended to justify 
its initial action, was imprisoned as soon as 
it was felt that he might support the idea of 
an internationally sponsor^ and supervised 
plebiscite. While one might say in retrospect 
that probably the people of J and K are 
politically much more free and have enjoyed 
a far better life, political as well as economic, 
as a part of India than they would have done 
in Pakistan with its record of authori¬ 
tarianism and army rule, there is no doubt 
that various unfair means including rigged 
elections have been used to perpetuate the 
Indian hold on J and K. The cost to India 
of this fascination which the Congress 
leadership, and especially Nehru, have had 
of proving India’s secularism by the con¬ 
tinued accession of J and K to India has 
been phenomenal. It has meant a diffeient 
status for J and K as compared to the other 
units of the Union, far heavier subsidisation 
to it than available to the other units, and 
also heavy expenditure on the defence of the 
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QOrth'western frontier in general and of the nature of the Indian polity can be seen tradition that, at the level of philosophical 

J andK in lenticular. It is doubtful whetho^, vividly in these examples. They almost todc speculation and laying down of ideals, one 

taking into account its whole history, up in these matters an attitude not too dif- always operates at high rareHed levels; but 

Adcistan’s attitude to India would have bem ferent from that of the erstwhile alien rulers all this has little to do with the normal prac- 

much (Ufferent even if the question of and their 'guardian' civil servahtsl tice in life. With philosophy preaching the 

J and K had been differently handled. But A further instance of the same tendency commonality of all forms of life and even 

India would perhaps have had a much more is to be seen in the reluctance to practise pro- between the living and the non-living, the 

logical qiproach to the relations between the per federalisation and decentralisation so rigidity of the caste systehi, the oppression 

Union government and the state govern- necessary for the democratic participation of women and the practice of uniouchability 

ments as compared to now when many of the people in.nation building tasks. The were not only enforced but almost sanc- 

states, especially those on the periphery as whole approach to the nature of the Indian tified. Similar hypocrisy prevails today, 

in the north-east, are tending to demand a federation underwent a complete change Secularism is the creed which is proclaimed 

status vis-a-vis the union government similar once the decision to partition the country from the housetops; but for official India, 

to that enjoyed by J and K. It should not was taken: and the Indian Constitution pro- the meaning of the word has been changed! 

also be overlooked that defending the access vided only for a semi-federal structure, with Instead of meaning that, in the affairs of the 

of J and K to India has remained almost a great deal of centralisation, and with state or other matters relating to public af- 

for 40 years now one of the supreme the states being made politically, admini- fairs and administration, religion of any kind 

objectives—if not the supreme one—of all stratively and economically very much will have no place, we have taken the 

India’s diplomatic activity. Has all this been dependent on the union government. While approach to mean “equal respect to all 

worthwhile? the name of Mahatma Gandhi continues to religions". In effect, especially in a country ' 

India being a sub-continental entity, be used by the ruling Congress party for where ignorance and illiteracy, and therefore 

exhibiting unity in diversity, it had increas- gathering traditional political support, the superstition and obscurantism of different 

ingly btxome an essential part of the philo- concept of Panchayati Raj did not find a kinds, continue to prevail among large sec- 

sophy of Indian nationalism that indepen- place in the Constitution. When it came to tions ot the population, instead of effectively 

dent India’s polity will be based on a pro- be accepted in the late Sixties, it was in a combating these and attempting to make 

perly federal structure. In order to ensure full very diluted form, with quite inadequate people accept a more egalitarian, just and 

democratic participation by the people in all powers for self-government, and also for enlightened way of life, the state at least 

aspects of life, it was also understood that developmental work, conferred on the local turns a blind eye to many wrong practices, 

all important public work in every linguistic bodies. It is remarkable that, even then, there and many time.s even helps perpetuate 

area will be carried on in the language of has been reluctance to use these bodies as superstition and wrong traditions. The latest 

the people and therefore the country would effective agents qf democratic local govern- example of this was the pandering by the 

be organised in its natural linguistic units. ment and development activity, in a very governmental leadership to Muslim fun- 

It was understood that only alien and largenumberof Congress-ruled states, elec- damentalism by pas.sing spccfal legislation 

undemocratic rulers would ignore the tions to local bodies and Panchayati Raj in- after the Shahabanu case, in effect taking 

natural linguistic organisation of political stitutions have not been held for years on away the rrinimum protection provided to 

units. But all this understanding tended to one plea or the other. The contrast with Muslim women under the Criminal Pro¬ 
be ignored after the transfer of power. There the confidence shown by non-Congress cedure Code. Such unprincipled com- 

was strong opposition by those in power to governments such as those in West Bengal, promi.ses have not been uncommon in 

a linguistic reorganisation of units; and it Karnataka and Andhra is quite obvious. As India's history since Independence. The 

required violent and anti-government a part of the increasing alienation of the rul- Constituent Assembly passed a resolution 

peoples’ movements for the government to ing strata from the common people; one sees against permitting political parties confined 

concede the linguistic reorganisation of the that there is more and more reliance on the to particular religious denominations con- 

Indian political units. Even then, the reluc- bureaucracy, in one form or the other for tinning in the new India; but this pious in- 

tance to accept the essential logic behind managing all forms of public activity. An tention was not finally included in the Con- 

such reorganisation was discernible in the even more dangerous trend which has stitution. In spite of the bitter experience 

refusal to sort out the inter-state boundaries become noticeable during the last decade or before Independence, the Congress party 

problem on any principled basis. This has more is the gradual erosion of even a formed an alliance with the Muslim league 

left a festering sore which continues to erupt semblance to inner party democracy in the in Kerala on the plea that the situation there 

from time to time in the concerned areas, ruling party, and also in some other political was specially different! The practice of 

The creation of a linguistically homo- parties. directly or indirectly pandering to caste con- 

geneous Puqjab was similarly unreasonably A clear example of this continued aliena- siderations in the matter of electoral tactics 

ddayed, requiring a separate anti-government tion is the ^act that all important political, has been common among most political par- 

movement for the fulfilment of that de- economic, administrative, scientific and ties in the country, starting with the ruling 

mand. The leadership even thought of managerial work continues to be done in party. Even though the Congress party, with 

preserving the former princely state of India in English, a language which over 95 the enormous prestige it inherited because 

Hyderabad as a separate entity on the plea per cent of the population cannot effectively of the mantle of the freedom movement, had 

that, because of the Nizam’s rule, it had use. There has been little effort to bring a very large electoral advantage, it was not 

become a separate cultural entity; as if the about a change in this; and there is an in- ready to stand by any such principles which 

three major linguistic groups in the state had creasing tendency to ensure that the more its leaders otherwise swore by, in order not 

little Importance as compared to the small talented among the common people are to take even the slightest risk with its clec- 

coterie of those connected with the erstwhile alienated from the masses by putting them toral success. Among the many causes of the 

princely rule. The same undemocratic in separate English medium .schools which present discontent in the Punjab, one impor- 

logic prevailed to prevent the merger of would effectively help them to join the rul- tant factor cannot be ignored—which is the 

Pondicherry, Goa, Daman and Diu in their ing and dominant strata. At the same time, attempt by the Congre.ss party to compete 

respective linguistic territories. The idea there is an increasing chasm between the with the Akali party in pandering to Sikh 

again was that the alien rule of the French English educated and the common people, religious sentiments. Instead of taking the 

or the Porttguese had created a special and with all its consequences on democracy, as battle to a different front of economic, social 

^ftoent cultural tradition which needed to well as the effective use of the potential and political considerations, the Congress 

be preserved! The maimer in which the post- talents among the masses of the Indian government—at that time under Gyani Zail 

Independence rulen in Delhi soon came to people. Singh—almost wanted to show that it could 

rqni^te their own earlier understanding of It has been almost normal in the Hindu pander to Sikh religious sentiments far bet- 
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ter than the Akali party! The support given 
by Congress governments to the Syedna 
against the religious and social reformers in 
the Bohra community is another example 
o^the same kind. The dithering on the 
Ramjanmabhoomi'Babari masjid issue; the 
informal support provided to the anti-Sikh 
riots in Delhi and other cities in November 
1984, and the semi-religious aura being given 
to the otherwise eminently worthwhile pro¬ 
ject of cleaning the Ganga river, are other 
instances of pandering to majority fun¬ 
damentalism. The result is that religious 
fundamentalism has come to be even 
stronger today than it ever was in the last 
40 years. 

On the economic front, it has been the 
same story of much high-falutin talk and 
little effective action. The leadership always 
spoke about planning being an es.scntial part 
of our strategy of development, but a 
somewhat genuine attempt at worthwhile 
planning came to be tried only when post- 
revolution China provided not only an ob¬ 
ject lesson but also suggested a degree ol 
competition. But then, at the first whiff of 
obstacles and difficulties which would 
require enforcement of discipline, austerity 
and insi-stence on unpopular measures 
especially against the rich and the powerful, 
the brave talk of self-reliant growth was in 
effect underplayed and begging for aid 
became an essential pan of our development 
diplomacy. Of course, the leadership has 
always announced that it only accepts aid 
without strings, as if the governments of 
donor countries essentially operate as 
charitable organisations! The attitude of 
looking for small mercies has come to af¬ 
fect all the attitudes of India and Indians, 
thus permitting a noticeable loss of self- 
respect. Aid even from small countries and 
in small amounts is also very much sought, 
and there is an increasing awareness among 
the knowledgeable in these countries about 
the Indian attitude being one of looking 
for some assistance. Even in matters of 
diplomacy, a factor which has indirectly but 
specifically been of much importance is that 
of aid prospects. One wonders whether our 
attitude to the OPEC countries has not 
reflected this unthinking pandering to the 
sentiments of the new rich. Whether in the 
discussions regarding the New International 
Economic Order where India many times 
has acted really like a camp follower even 
though it puts on a big facade as a leader, 
or in the indifference of our embassies and 
our government to the bad treatment meted 
out to Indian nationals in many of these 
countries, such an attitude is reflected. 

Similarly, we have been announcing that 
the objective of our economic policy is 
Socialism, but then, as in “secularism”, we 
insist on our own definition of what 
Socialism involves! Wc expect to usher in a 
socialist society without bringing about 
structural changes in the ownership of the 
means of production, without abolishing 
i large-scale inequalities in wealth and income; 
I and without even carrying out basic agrarian 
; reforms in this most important economic 
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sector in the country. We have developed a 
large public sector; but there has hardly been 
an attempt to build up these enterprises on 
a basis of genuine workers' participation in 
management. In fact there is hardly an at¬ 
tempt to provide adequate opportunities for 
vertical mobility for talented workers to rise 
to managerial positions. The feeling of 
alienation between the management and the 
workers is hardly different from that to be 
seen in the private sector. The public sector 
has thus been more a bureaucratic sector 
than a harbinger of Socialism. 

Our leadership has also increasingly 
taken—at least till a few years back—to 
denouncing private busine$.s, big houses and 
multi-nationals. But in practice, close rela¬ 
tions arc maintained between business 
leaders and political leaders. Large contri¬ 
butions are sought and obtained from 
businessmen for financing political parties, 
especially by the ruling party. Earlier, this 
used to be done openly; then it became 
clandestine. Feudalism and family control 
in business is denounced; but most political 
leaders have almost made it a point to en¬ 
sure that some kind of family hegemony in 
their own fiefs is maintained. Maybe, instead 
of this hypocritical acceptance of planning 
and so-called Socialism, a genuine accep¬ 
tance of a capitalist basis for development 
might have ensured somewhat better growth; 
at least there would have been perhaps a less 
cynical attitude among the public about 
ideologies and political pronouncements. 
Maybe we might have at least developed 
some kind of national capitalism like in 
Japan instead of the mixture of a bureau¬ 
cratic public sector, a shortsighted and in¬ 
efficient private sector, and both of these 
ready to accept some kind of a dependent 
attitude to multi-nationals and other foreign 
organisations. 

Another aspect of our hypocrisy was a 
tendency to connive at corrupt business 
practices. Without saying so, tax evaders and 
black marketeers were before Independence 
permitted to remain close to the Indian 
National Congress on the plea that, after all, 
they were acting against the laws and regula¬ 
tions of the foreign rulers! But this became 
a normal practice of a very large section in 
Indian trade and industry. Such unethical 
practices were ostensibly denounced by the 
political leadership—Nehru’s slogan of 
hanging the black marketeers—but in prac¬ 
tice political contributions were sought from 
the same elements and, in return, under 
various pleas, such unethical behaviour 
hardly ever led to punishment. After 1967, 
under the guise of socialism, big business 
was denounced and, in the name of stopping 
such business from influencing democratic 
politics, corporate contributions to political 
parties were banned. But from the very next 
elections the ruling party itself began to de¬ 
mand contributions in cash, thus providing 
almost legitimacy to the creation of black 
money. Thc^ parallel economy has flourished 
and become almost an important and 
regular feature of the Indian economic 
system. In the name of curbing this evil, 
.* 


various schemes of amnesties, etc, have been 
announced from time to time, thus enabling 
the rich to make a part of their black money 
white; but this has hardly ever prevented 
similar practices continuing, and so also the 
parallel economy. Political corruption’ has 
simultaneously become almost a normal 
feature of public life. There is widespread 
suspicion now that large scale kick-backs are 
received by those in power both in internal 
and external government transactions, and 
that illegal foreign exchange balances are 
built up by many in the Indian elite, thus 
contributing to the reportedly large amounts 
held by Indians in Swiss banks among 
others. The recent very controversial Fairfax 
as well as defence purchases episodes are 
assumed by most people merely to indicate 
an accidentally revealed tip of the iceberg of 
the illegalities being indulged in by the 
political and business elites in the country 
and their friends. There is general public 
cynicLsm developing now about such matters 
and it is almost taken for granted that a very 
large proportion of those successfully 
operating in the world of business and 
politics are unscrupulous, selfish and 
given to illegal and immoral conduct in 
various ways. 

Most people assume that even those 
holding senior ministerial positions do not 
have much compunction about telling un¬ 
truths. There is no confidence that even 
people holding positions like presiding 
officers of legislatures or high judicial posi¬ 
tions would not be tempering their decisions 
or judgments so as to keep on the right side 
of those in power with a view to furthering 
their own future career prospects. No 
wonder that honesty in work, whether public 
or private, intellectual, clerical or manual, 
high level or routine, is hardly taken now-a- 
days as a basic value to be observed. And 
this is so not only in trade and industry but 
also in the professions, in administration, 
and even in academic work. Politicking, 
fawning on superiors, always looking at the 
main chance with a view to obtaining un¬ 
due benefits for oneself from those in 
authority—internal or external—and attain¬ 
ing positions of power and patronage being 
the most important goal, have increasingly 
become the supreme values for quite many 
even in what arc called the learned profes- 
.sions. With such trends getting stronger, 
where and how docs one look for systemic 
correctives? If salt loseth its flavour... 

• A factor which is certainly contributing 
to such a tendency is the continuing infla¬ 
tion in the Indian economy. In the name of 
development planning, but also because of 
bad flnancial management, persistent infla 
tion has been resorted to, and this is eating 
into the vitals of the system. Certainly, as 
compared to many historical and epntem- 
porary parallels, the rate of India’s inflation 
is not very high. But it is high enough, and 
persistent enough, for a steady erosion in 
values like honesty and integrity. Moreover, 
the false notions of prestigious expenditure 
which engross our rulers has resulted in in¬ 
creasing public extravagance. The excesses 
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in thi« direction have become specially com¬ 
mon in the last decade. In the name of Asiad 
games, more expenditure was incurred in a 
short period, most of it in Delhi, than pro¬ 
bably ail the expenditure incurred on the 
development of sports undertaken in the 
country right since Independence. Instead 
of carefully fostering sports at grassroots 
level so as to create a basis for healthy living 
as weii as an aptitude for sports among the 
mass of our people large scale expenditure 
on such a show neither led-to any real 
prestige for the country nor helped the com¬ 
mon people in any other way. Unlike China 
for example, which has obviously organised 
the fostering of the talented so systematically 
that their sports persons are attaining 
marked success in international competi¬ 
tions, India continues to make a very poor 
showing everywhere. Other events Jike 
various international conferences have 
similarly seen our rulers indulging in 
extravagance under their false notions of 
prestige, as if the visitors cannot see the 
poverty of the common people behind the 
facade icmporanly created for the show. 

1 his approach ol the top rulers percolates 
widely through the various strata of society 
and thus, in spite ol our being a poor coun¬ 
try, we tend to spend unduly large amounts 
on emoty rituals and ceremonies. Waste is 
an important elements responsible for the 
continuing inflationary pressure. 

WHAI ABOL l IIIF FHIDKF’ 

So, where we dt) go from here? Arc there 
any rays of hope; or is it all darkness, for 
today as well as for tonioriow? Fortunately, 
some faint signs of spring arc discernible 
even though the winter of difficulties is very 
much around us. One great achievement of 
the 40 years of a formal democratic system 
has been that, even with all its inadequacies 
and deficiencies, the system has made our 
common people far more aware of their 
rights thar. ever in the whole long history of 
India. They are no longer ready to accept 
that it is their unavoidable karma which is 
responsible for their poverty and suffering. 
Though many of them continue to be ig¬ 
norant and illiterate, and fooling them 
through various means including govern¬ 
ment controlled media has received much at¬ 
tention from the rulers, it appears that the 
people arc gradually able to see behind such 
make-believe. That they react at least against 
obvious injustices has been indicated time 
and again. The Emergency and its excesses 
did create an adverse reaction in many 
regions which are socially and educationally 
more backward than others. This ted for the 
first time to a defeat of the ruling party at 
the Centre. Earlier, even as popular and 
towering a leader as Jawaharlal Nehru 
had reluctantly to concede a linguistic 
reorganisation of states. After all the police 
excesses and political manoeuvrings in West 
Bengal, the Left Front could win in 1977, 
and it has been aUe not only to maintain 
but even to increase its electoral success 


since. In .Andhra Pradesh, the Iblugu people 
apparently revolted against the cavalier treat¬ 
ment meted out to their local.leadership by 
the Delhi bigwigs, and this helped instal a 
regional party in power. Ramakrishna Hegde 
was able to obtain large scale support from 
the people of Karnataka, perhaps as a result 
of the attempt by Delhi unconstitutionally 
to unseat him. While it is true that Farooq 
Abdullah has made peace wii>i the party 
ruling at the centre, looking at the very 
adverse public response to the manner in 
which his government was toppled in 1983, 
one has a feeling that he would have won 
an overwhelming electoral victory—if there 
was an honest election—even if he had not 
entered into such alliance with the Con- 
grcss(l). in spite of pandering to castiesm 
and communal sentiments, the Congress(i) 
and its allies were defeated by the Left Front 
in Kerala in 1987. Organisations like the 
Bahujan Samaj Party and the Shetkari 
Sanghatana are able to gather support 
mainly on .social and economic grounds, and 
again.st overwhelming odds. The continuing 
conflicts between the haves and havenots in 
Bihar, Andhra and places like Gadchiroli in 
Maharashtra suggest that the downtrodden 
arc no longer ready to accept oppression 
lying down. It is not that these conilicts arc 
properly led, or that they lead to any early 
and beneficial results. But they are an indica¬ 
tion that the ruling strata in the country can 
no longer carry on injustice with impunity. 

Another positive element in the situation 
IS that, as a result of a tradition built up over 
many decades, India has a press much freer 
than almost anywhere in the third world. Of 
course there have been attempts from time 
to time to suppress press freedom, the most 
notorious example of which was the censor¬ 
ship imposed in the Emergency. There have 
also been many attempts since then both by 
the central government and by various state 
governments to intimidate in^vidual news¬ 
papers and journalists. But, by and larger 
such attempts have not much succeeded. In 
faa, the press got a kind of shot in the 
arm as a result of the experience of the 
Emergency. What has come to be known as 
investigative journalism has developed 
rapidly in the, last decade or so, and this 
leads to many wrongs and oppressions being 
carefully looked at and exposed to the public 
gaze. Thus the oppression oS lower caste 
labourers in Bihar, of tribals in Orissa and 
Andhra, of the workers in small mines in 
Delhi and of child workers in Shivkashi have 
been vividly brought to light. Stories about 
the misdeeds of governments, both at Delhi 
and in various states, have also increasingly 
come to be exposed in the press. Even 
though the most influential newspapers are 
published in the English language and 
therefore their reach is confined only to the 
English knowing elite groups in the coun¬ 
try, they exerci.se much influence on the 
leading groups in all parts of the country 
and public authorities do feel apprehensive 
about their criticism. There is also no doubt 
that most of the big newspapers as well as 


other periodicals by their very nature require 
large investments and advertisement sup¬ 
port, and are therefore either directly or in¬ 
directly controlled by—or in any case are 
aligned with—the big business groups in the 
country. It is not therefore unusual to find 
that, while the.se papers take a very liberal 
and libertarian stand in, political matters, 
they usually lend to be on the side of 
business when it comes to disputes between 
capital and labour, or business and govern¬ 
ment. It is only on rare occasions—such as 
in the recent case of the exposure of the 
Reliance group by the Indian Express—that 
one finds wrong practices of behaviour on 
the part of big business being investigated 
or even such news prominently covered by 
the large newspapers. But, even though the 
press is very much in a kind of oligopoly 
situation, there is enough competition 
among the main newspapers to ensure that 
some newspaper or the other carries news 
and information which is unpalatable to im¬ 
portant government authorities or to par¬ 
ticular business interests. Recent events such 
as the president-prime minister controversy, 
the Fairfax affair or the V P Singh episode 
show that competition among newspapers 
does help to ensure the representation in the 
printed word of many alternative news as 
well as interpretations. 

The new mass media—radio and tele¬ 
vision—have been kept, as from before 
Independence, as a full monopoly of the 
government of India, and those in power— 
including the short-lived Janata Party 
government have showed little inclination to 
bring about a change in this situation. With 
rv becoming a very potent instrument of 
mass persuasion, there is an even more 
systematic effort now to ensure that radio 
and TV reach out to as many people as 
possible so that the message which those in 
power at Delhi want to convey can be effec¬ 
tively carried to a very large proportion of 
the people. Ev^ in countries where there is 
almost universal literacy, and also where 
people's standard of living is higher, it has 
been observed that the media like TV can 
be used not so much to educate and inform 
as to influence and persuade the masses in 
order to deaden their critical view and in¬ 
fluence their behaviour and decisions, 
whether in managing their family expen¬ 
diture or in exercising theii franchise and 
other political rights, on the side of those 
with money power. But where, as in the 
United States or Great Britain, there is some 
competition—however little—even in the 
field of broadcasting, a few genuine alter¬ 
natives do get posed before the people and, 
as in the ca.se of the oligopolistic press, it 
is not quite easy to keep information as well 
as interpretation of certain kinds completely 
out. But in India, state monopoly is very 
much the order of the day. Even opposition- 
ruled state governments find it difficult to 
have their point of view conveyed through 
the broadcasting media. At the same time, 
the increasingly elitist approach of the 
government of India in economic matters 
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tcods to be reflected in the exploitation of 
the TV for commercial purposes through 
various clever, psychologically well worked 
out methods. The possible long-term effects 
of creating such attitudes, as also attitudes 
created because of sponsored programmes 
of different kinds, pose a long-term hazard 
to the social and political health of the com¬ 
munity to which those in authority appear 
not to pay much attention. 

As mentioned earlier, the approach to the 
constitutional structure for India underwent 
a complete change when the decision to par¬ 
tition the country was taken; and the result 
was a highly centralised, almost a semi- 
federal, structure. The concept of the 
balance of power among the different wings 
of the state also tended to be undermined 
during the constitution-making process. The 
manner in which members of the top 
judiciary are appointed does make it possi¬ 
ble for those in power in Delhi to exercise 
undue influence in selecting the judges of 
the higher courts of judicature. Moreover, 
the lack of any firm conventions in this 
matter as well as in the matter of transfers 
of High Court judges as well as the selec¬ 
tion of the chiefs of the High Courts and 
the Supreme Courts have resulted in the 
judges—at least many of them—looking 
over their shoulders to ensure that they 
would not be marked as persona non urata 
by those in power. There is also no conven¬ 
tion that retired judges even from the highest 
courts cannot be appointed to public posts 
after retirement; in fact, it has not been un¬ 
common for government to offer post¬ 
retirement jobs to members of higher courts, 
and this prospect seems to keep quite a 
number among them on "good” behaviour. 
The legislature, the other obvious counter¬ 
vailing institution in a deniociatic state 
structure, has also not developed, through 
traditions and conventions, as an effective 
forum for adequately airing citizens’ dif- 
ficulties and grievances, and to provide ade¬ 
quate correctives and checks on the work¬ 
ing of the executive. In fact, one has the 
definite impression that, in this respect, the 
performance of Indian legislatures has been 
worsening since Independence. The presiding 
officers have not been usually chosen with 
sufficient care; they have also not been 
guaranteed a degree of independence 
through unopposed elections. No convention 
about their not being available for any other 
appointments in the keep of the executive 
has been set so that the opposition mostly 
feel that the presiding officers continue to 
be partisan in favour of the ruling party to 
which they continue to belong. But, in spite 
of all such inadequacies and handicaps, it 
needs to be reiterated that the judiciary as 
„well as the legislatures have worked suffi- 
IjUy effectively in the last 40 years to pro- 
e some h^altii^ checks on the increasing 
power ^Uk^ecutive, this last phenomenon 
havindjP^^ common in almost all 
demM|M^ in the world. The debates, the 
qua answers, and the proceedings 

innHibWi while not as effective as they 
; been with a more conscious at¬ 


tempt to build up these institutions, have sdll 
proved to be imporunt instruments which 
have gradually gathered a life and momen¬ 
tum of their own. They are therefore of great 
potential help when one thinks of the possi¬ 
ble ways in which the situation in Ipdia can 
change for the better. 

Even regarding the nature of the federal 
structure in India, the necessity to bring 
about a change in the very uneven relation¬ 
ship as it exists now has been forcefully 
brought on the national agenda by various 
events, and also by the state governments 
which are under the control of political 
parties other than the Congress(I). While 
one does not quite know what the Sarkaria 
Commission which had been appointed to 
study the matter has suggested in its report 
which has been recently submitted, there is 
no doubt that there is an increasing demand 
for redefining these relations which cannot 
be ignored much longer. The increasing 
intensity with which the various nationalities 
(or sub-nationalities) of Pakistan arc 
demanding a constitutional change towards 
federalisation should be an indicator to our 
Delhi rulers that the demand for a redefin¬ 
ing of federal relations is rooted in the very 
nature of our sub-continental polity. In 
fact, one need not discount the long-term 
possibility of a kind of confederal structure— 
maybe in the form of a common market 
alone, to begin with—emerging in the sub¬ 
continent. We should redefine the centre- 
state relations better and, while doing so, 
keep this possibility—however remote—in 
view. No other single vision can be useful 
for the well-being of the people of our region 
as that of undoing the wholly unnatural and 
British-inspired partition of 1947. 

A useful development in this context as 
well as for the political health of India has 
been the reverses which the ruling party at 
the centre recently met in elections to stale 
assemblies in a number of states. This has 
had the result that, at the moment, all the 
states which are traditionally known as the 
southern states are now under governments 
run by political parties other than the Con- 
gress(I). The same is largely the situation in 
the cast, and north-east, the north (J and 
K) and the north-west (Punjab). With most 
of these states increasingly demanding a 
change in the constitutional as well as func¬ 
tioning relationship between the union and 
the state governments, it will not be long 
before some further degree of decentralisa¬ 
tion will have to be accepted. There is also 
the increasing trend towards effective decen¬ 
tralisation by state governments run by 
parties other than the Congress{I) such as 
the Left Front in West Bengal (and, pre¬ 
sumably now, Kerala) and also the Janata- 
led Karnataka and the Telugu Desam-led 
Andhra Pradesh. More powers to the pan- 
chayati raj institutions, especially in matters 
relating to development and welfare, is ex¬ 
pected both to dynamise the development 
effort as well as help a more effective 
implementation of welfare programmes. 
Moreover, in a sub-continental country like 
India,* people can really feel that spirit of 
.« 


democratic governance only through such 
decentralised democracy. Such an example 
cannot but also gradually exert some in¬ 
fluence on the state governments run by the 
Congress(I). 

The electoral reverses which the Con- 
grcssfl) has suffered in recent years has 
created a genuine possibility of competition 
among political parties for popular support. 
Of course such competition also carries the 
danger that it will merely lead to the pur¬ 
suit of populism, resulting in the growth of 
fundamentalism, concessions and promises 
all around which would lead to further 
cynicism, and generally to competition in 
irresponsibility. But the most signifleant gain 
from the recent electoral development is its 
adverse potential impact on the monopoly 
of power which has been enjoyed by one 
political grouping—it is inappropriate to call 
it a party in any genuine sense—and increas¬ 
ingly by one family and a coterie gathered 
around it. The dents in such monopoly 
would probably make the over-centralisation 
in all matters which has grown since In¬ 
dependence more difficult to sustain. It is 
also possible that fooling people in all the 
regions, all the time, may prove to be dif¬ 
ficult. And the result may well be that 
somewhat more progressive and well mean¬ 
ing governments will obtain power in an 
increasing number of states. Already we have 
had progressive governments operating in 
West Bengal and IVipura, the result being 
that certain structural changes in the rural 
polity and economy have been carried out, 
changes which had not occurred in the 
whole period of 30 years earlier. Similarly. 
Karnataka and Andhra, under governments 
which are not specially oriented to any clear 
ideology or outlook, have given priority not 
only to democratic decentralisation, but also 
to meeting certain genuine needs of the com¬ 
mon people such as drinking water supply, 
and making basic necessities available to the 
poor at reasonable prices. The new pro¬ 
gressive government in Kerala may also 
follow suit. Such examples themselves may 
create a kind of competition which may, 
hopefully, lead to some genuine changes 
both in the nature of the leadership and the 
policies pursued in the states rul^ by the 
Congress(I). In a democratic system, there 
can be nothing as useful as a degree of 
genuine competition among different con¬ 
tenders for power; it is only the threat of 
being unseated which can keep rulers on 
their toes. 

It is not unlikely that, as such parties build 
up electoral support in different regions of 
the country, a kind of broad-based alliance 
of these groups, and parties may attempt to 
obtain power at Delhi. Such a Front or, 
rather, loose alliance for limited federal 
purposes may not be impossible. The-Janata 
experiment in 1977 failed for various reasons 
into which we need not go here; but we 
should not conclude from that failure that 
further attempts cannot be made, or that 
thQr may not obtain some degree of success. 
After aU, the Congress itself was a broad 
front of almost all nationalist forces upto 
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1947; anil ev«n afterwards, it remained a 
broad front of muiy interests and groups at 
least till 1969. Since then, it has become 
more and more a grouping of very diverse 
elements, with hardly any common ap¬ 
proach dtber ideologic^ or programmatical. 
It has become more like an organisation of 
people who have obtained power and are 
using all available means to cling to it. The 
feudal loyalty which many elements in it 
show to a ruling family and a coterie around 
it has been a very useful cementing force to 
keep this group of diverse dements togethef. 
But the very fragile nature of this grouping 
has been obvious in various regions at 
various times. The pernidous influence of 
the hunger for power which appears to keep 
the grouping together has also been more 
clearly exposed in recent years. The very 
poor moral fibre of the ruling elite has been 
exposed in the legislatures and in the press 
on a number of occasions including the 
recent Fairfax and Bofors controversies or. 
in Bombay, the proceedings before the 
I.entin commission. The cynicism that this 
has bred among various strata of society, in 
the economy and in administration has had 
a disasirou.s effect on the working of our 
economy. Only genuine competition by 
other political groupings and a threat to their 
continuance in power may perhaps bring 
about some improvement in the present 
ruling group. 

This does not mean that there are not 
many dangers and pitfalls in the situation 
as it is emerging. Economic policy, espcdally 
since 1980 and even more openly since 1985, 
has been taking the country even further in 
the direction of elitism. In the name of 
rationaii.sation and technological progress, 
consumerism is being spread and a small 
elite of the top 10 per cent or so is attemp¬ 
ted to be built as the beneficiary group from 
the working of the system as a whole. An 
alliance between the big business in India 
and multinationals, with the political elite 
playing the role of mediator and ruling arm, 
is being developed. The welcome given to so- 
called non-resident Indian investment, the 
concessions given fbr luxury consumption 
and the short-sighted policy regarding finan¬ 
cing internal and external requirements for 
growth as well as day-to-day functioning of 
the economy, are creating a situation of 
increasing balance of payment difficulties. 
Foreign commercial loans are being increas¬ 
ingly sought in addition to large scale institu¬ 
tional loans. The external debt-service ratio 
has been gradually rising and it is not 
unlikely that, if the trend persists, India will 
be in serious difficulties like many other 
third world countries. The concessions to 
internal and external capital have merely 
brought Mrtificates of commendation from 
fhe World Bank, and the US and her allies. 
The building up of Pakistan as a heavily 
armed neighbour continues apace^ forcing 
India to spend increasing proportions of her 
slender sources on annaments. The growth 
of consumerism on the one side and a 
tMukally non-egalitarian economic polity on 


the other cannot but lead to economic and 
political unrest and instability. 

Such a situation can easily lead to a 
serious threat to the power of those who rule 
at Delhi. Unless the democratic conventions 
continue to hold strong, some of those in 
power may well feel tempted to maintain 
their power even by giving up the rules of 
the democratic game The then rulers did fall 
for such a temptation in 1975. It is not im¬ 
possible that some may again fall for such 
a temptation. The machinations of world 
powers in this part of the world may also 
lead to an unwanted armed conflict which 
may precipiute domestic instability and 
threats to democracy. The inept behaviour 
of successive governments in India in dealing 
with the border-issue with China has resulted 
in keeping alive a potential threat on an ex¬ 
tensive part of our border. The alliance 
which China has built up with Pakistan, and 
the possible rapprochement between China 
and the USSR, can create a difficult situa¬ 
tion which may cost India dearly. One 
cannot totally discount such possibilities. If 
such events overtake us, one may find that 
the country not only receives a serious set¬ 
back, but even the main achievements which 
the last 100 years have conferred on us-- 
the political union of a large part of the 


sub-continent and an adult franchise 
democracy—may both be jeopardised. 

But except for such events which one can¬ 
not clearly foresee, the position docs not 
seem to be utterly hopeless There arc a 
number of silver linings on the horizon. 
These arc capable of leading to a slow but 
steady improvement and consolidation of 
the processes of democratisation, economic 
development and social regeneration. 
Whether these possibilities become realities 
would depend upon whether elements with 
enough devotion, foresight and capability 
emerge in the elite strata of the country. The 
recent competition in the two factions of the 
ruling party to profess radicalism in their 
policy approaches suggests that a degree of 
genuine competition for power can lead to 
some rational and pro-people policies. Bui 
alas, unlike at the dawn of Independence, 
we must now realise that improvement in our 
conditions is going to be a long drawn-out 
process. There is nothing in the Indian 
alchemy which can shorten such a long 
historical process, through which alone, a 
sub-continent tike ours can attain a 
reasonable degree of economic and political 
peace and regeneration. India's 'Tryst with 
Destiny’ will apparently take quite long to 
materialise. 
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OFFICIAL PAPER 


Monsoons and the Economy 

T K Velayudham 

Reserve Bank of India, Annual Report, 1986-87, September 1987, pp 105, 
unpriced. 


REPORTING in 1925; the Royal Commis¬ 
sion on Indian Agriculture described the 
Indian economy as a gamble on the mon¬ 
soon. Adapting this description to a more 
specific problem, a finance member of the 
Viceroy’s Council of pre-independence days 
(perhaps. Sir Jeremy Raisman) observed that 
the In^an budget was a gamble on the mon¬ 
soon. Though much time has elapsed since 
then, the present situation in the country 
suggests that the gamble on the monsoon 
persists regardless of whether it is the 
economy or the budget. No doubt, as a 
result of planned development, improved 
irrigation facilities and improved agricultural 
production techniques, vulnerability of 
agriculture to the caprices of the mon.soon 
is somewhat reduced. But the five-year cycle 
of the monsoon seems to be deteriorating— 
from three good years followed by two bad 
years, to two good years followed by three 
bad years, and further to a four year period 
of feeble or disappointing monsoons, as has 
been the case since 1982-83. Though the 
country faced droughts since the sixties, 
i c, in 1965-67, 1973-75, 1979-80 and 
1982-83, the current drought situation in the 
country is rated unprecedented in its dimen¬ 
sions, considering that as many as 17 states 
out of 24 are in the grip of a severe drought. 

The impact of a severe drought or a near 
total failure of the monsoon is not difficult 
to visualiiie, given the linkages between the 
monsoon and agriculture on the one hand 
and between agriculture and the rest of the 
economy on the other. Besides, one has only 
to look at the experiences of the past 
droughts and combine them with data and 
information available in respect of the pre¬ 
sent drought situation, to envisage the likely 
consequences of the prevailing drought con¬ 
ditions. The experience of the Indian 
economy during the drought years of 
1964-65 to 1966-67, seems to present itself 
as a good basis for assessing the impact of 
the current drought, because the present 
situation seems comparable in many ways 
to that of 1964-65 to 1966-67. The drought 
of 1965-67 had a wide ranging impaa on the 
economy. The substantial decline in agri¬ 
cultural output triggered off a host of pro¬ 
blems ranging from decline in agricultural 
incomes, fall in rural demand for agri¬ 
cultural and industrial products to the 
widening of trade deficit due to imports of 
essential requirements. The increase in prices 
resulting from drought and continuing infla¬ 
tion widened the gap between domestic and 
foreign prices necessitating substantial 
devaluation of the Indian rupee in 1966. The 
most important aspect of the drought ex¬ 


perienced during this period was that its 
impact was not confined to the years of 
drought but was felt well beyond, in the wake 
of cuts in government expenditure and the 
three year plan holiday, from 1967-68 to 
1969-70. 

The nature of the impact of drought of 
1964-65 to 1966-67 outlined in the preying 
paragraph may be generally valid in the case 
of the current drought, though the two situa¬ 
tions differ in regard to details. Recent 
studies and estimates confirm the strong 
linkages between agriculture and the rest of 
the economy, reflecting the extent of in¬ 
fluence exercised by agriculture. For instance, 
it is estimated that a one per cent increase 
in the growth rate of agriculture raises 
industrial production by about 0.5 per cent 
and national income by about 0.7 per cent. 
Conversely, a decline in the growth rate of 
agriculture would cause a decline in the 
growth rate of industry and national income 
Further, an examination of the technological 
linkages between agriculture and industry 
since 1951-52 shows that in the Indian 
economy the dependence of industry on 
agriculture is greater than agriculture’s 
dependence on industry. The usage of agri¬ 
cultural products in industry is found to be 
2 to 6 times more than the value of the 
industrial products consumed in agriculture: 
Superimposed on these basic facts are the 
special factors accompanying the current 
drought .situation, and these are: the sizeable 
shortage of power which has become 
endemic and which can prevent fuller utilisa¬ 
tion of the available industrial capacity even 
if the raw materials are made available 
through imports; the enormous budget 
deficits in 1985-86 and 1986-87 which may 
increase further due to government spending 
on drought relief; creeping inflation and a 
none too comfortable position of foreign 
exchange reserves which would be under 
pressure due to increase in imports of essen¬ 
tial requirements, rising debt service pay¬ 
ments and unsteady export earnings. The 
only redeeming feature of the current 
drought situation is the availability of 
.sizeable stocks of foodgrains. 

The tasks facing the government are 
indeed formidable and the management of 
the economy in the immediate future would 
be more difficult, considering that options 
open to the government in coping with the 
pressures on both demand and supply sides, 
are severely limited. It is against this 
background that the annual report of the 
Reserve Bank of India (RBI) for the year 
1986-87 needs to be read, particularly the 


assessment of the economy attempted and 
prospects presented in the report. 

I 

Points of Fact 

The annual report of the RBI for 1986-87 
is characterised by sobriety and a good 
presentation of the facts relating to the 
economy. However, there are a few aspects 
of the factual account of the report which 
call for some comment. According to RBI, 
agricultural production is expected to show 
a marginal decline in 1986-87, while the 
growth rate for the quinquennium ending 

1985- 86 is placed at 3.3 per cent per annum 
on the average, despite the relative stagna¬ 
tion in the last three years. The estimate for 

1986- 87 is still provisional and it could be 
a marginal decline or even stagnation. But 
the purpose of reference to quinquennium 
growth rate is not clear. Perhaps RBI seeks 
to convey that the basic trend in agricultural 
production is one of rise, notwithstanding 
the variations in individual years. This may 
not be the right way of looking at the pro¬ 
blem, for two reasons. The first is that the 
average for the quinquennium conceals the 
high degree of variability in agricultural pro¬ 
duction in India from year to year. The 
second is that the growth rate for one quin¬ 
quennium is not of any significance. Hiking 
the decade 1977-78 to 1986-87 and dividing 
it into two quinquennia and working out the 
growth rates of agricultural production give 
different results. On the basis of the data 
relating to agricultural production given in 
the Economic Survey, 1986-87, the growth 
rate for the first quinquennium 1977-78 to 

1981- 82 works out to 4.7 per cent per year 
and that for the sub.sequent quinquennium, 

1982- 83 to 1986-87, works out to 3.7 per cent 
per annum. These figures seem to suggest 
that problem of agricultural production is 
not merely variability from year to year but 
improving the growth rate over the longer- 
term as well. It is also interesting to note that 
the growth rates of foodgrains production 
as between the two quinquennia are not far 
different—these being 4.4 per cent and 4.1 
per cent for the first and second quinquen¬ 
nium respectively. This seems to be the result 
of concentration of the green revolution on 
foodgrains, that too on wheat and rice, at 
the cost of efforts to improve the produc¬ 
tion of other crops including commercial 
crops. In short, the growth rate for he quin¬ 
quennium ending 1985-86 is no consolation 
for the generally poor performance of agri¬ 
culture in recent years and the basic trend 
of decline over the decade. 

Tbming to industrial production, the 
report, apart from describing the new index 
and the variations in it, does not throw any 
light on the factors contributing to the 
deceleration in the growth rate of industrial 
output in 1986-87. For instance, while refer¬ 
ring to the sectoral trends in industrial pro¬ 
duction, the report observes that within the 
manufacturing sector the growth rates of 
engineering group of industries was just half 


Economic and Political Wsekly... 



of what’it was in the same period of 1985-86; 
but it does not explain why this has hap¬ 
pened. Is it due to lower off-take for exports? 
is it because of th 8 inadequate supplies of 
steel or decline in domestic demand or is it 
the result of liberalised imports of capital 
goods? Again, the report, though it deals in 
some detail with the rising industrial sick¬ 
ness, does not bring out whether the creep¬ 
ing industrial sickness is partly responsible 
for the decline in the growth rate of industry 
during 1986-87, considering that over one 
lakh units are identified to be sick and 
account for 17 per cent of bank credit to in¬ 
dustry. It should be possible to construct an 
index for the sick industries group (on the 
lines of the composite index for six infra¬ 
structure industries) to reflect their impact 
on the growth rate of industry. An impor¬ 
tant aspect of the new index of industrial 
produaion is the inclusion of production by 
the small-scale sector so as to measure more 
accurately the growth of industrial produc¬ 
tion. Apart from making a passing reference 
to this, the report does not say anything 
about the weight assigned to this sector or 
its relative importance in influencing the 
industrial growth rate. It is often said that 
in terms of the number of sick units small- 
scale sector accounts for the bulk of it; but 
there is no precise idea of what its magnitude 
is in terms of output. It is here that the 
relative weight of the small-scale sector in 
the index and the variations in its output 
index would throw useful light. According 
to the data monitored by the ministry of 
programme implementation, the value of 
production of the small-scale sector during 
1986-87 was Rs 64,500 crore which exceeded 
the target for the year of Rs 61,130 crore at 
1984-85 prices. The additional employment 
generated by the small-scale sector was 5.5 
lakh in 198^87 against the target of 4 lakh. 
The point made here is that the small-scale 
sector cannot be ignored in any analysis of 
the index of industrial production. 

The report is less than frank when it deals 
with the question of Treasury bills. It 
observes that the 182 days Treasury bill was 
devised essentially to provide an alternative 
avenue for short-term investment, following 
the Chakravarty Committee recommendation 
to develop Treasury bills as a monetary 
instrument with flexible interest rates. How 
valid is this observation? 1 $ the 182 days bill 
a monetary instrument and, if it is, in what 
sense? For instance, in terms of magnitude, 
what difference would the 182 days bill make 
to the amount of money created by the sales 
of IVeasury bills to RBI? The amount raised 
by the auctioning of bills since November 
1986 till September 1987 amounts to Rs 297 
croK or Rs 27 crore a month whereas the 
sales to RBI average^ over Rs 8,(X}0 crore a 
month during November 1986 to April 1987. 
Again, how flexible are the interest rates in 
respect of these bills? RBl could have enligh¬ 
tened the public on its experiment with the 
' 182 days bill by giving some consolidated 
data in respect of 11 auctions is has con¬ 
ducted so far. Moreover, the report does not 
make any mention of the l^asury bills 
whicii are bring funded in sizeable amounts 
into dated securities there^ adding to the 
interest charges. The available details in 


respect of the 182 (bQ« bill indicate that there 
arc not many takers for the bill and that even 
as a short-term investment, it is not attrac¬ 
tive. This is confirmed by the fact that RBI 
has introduced from April 1987, a separate 
refinance facility at bank rate, in respect of 
the 182 days bill, in order to make these 
attractive for the banks! 

There seem to be quite a few loose-ends 
in the analysis of the trends in money supply 
and bank credit given in the report. No men¬ 
tion is made of the progress in implementing 
the recommendations of the Chakravarty 
Committee, particularly those accepted 
the government. In the report for 1983-86, 
RBI observed that the modalities of a phas¬ 
ed change in the concept of budgetary deficit 
were being worked out and that monetary 
targeting wouid be introduced. Have these 
been implemented or are likely to be 
implemented? If they are not likely to be 
implemented, what are the difficulties? The 
discussion of monetary expansion (M 3 or 
M|) during 1986-87 and of the factors con¬ 
tributing to the expansion (paras 90 to 96) 
does not bear out the claim made in para 
63 of the report that the moderate growth 
in net domestic assets of RBI kept under 
control the creation of primary money and 
thereby prevented an unduly large secondary 
expan.sion. During 1986-87 both currency 
and demand deposits (which are secondary 
money) showed larger expansion than in 
1985-86; in fact, according to the report, the 
increase in demand deposits in 1986-87 was 
more than twice the rise in 1985-86. Besides, 
it is difficult to identify (or isolate) the 
increase in currency and deposits attribut¬ 
able to net domestic assets, from that 
resulting from the increase in foreign 
exchange assets. Further, a relatively small 
increase in net domestic assets (i e, smaller 
only by Rs 100 crore than in 1985-86) is 
indeed so small in relation to monetary 
expansion of Rs 21,918 crore that it would 
have little or no impact. In para 94 the repiort 
observes on the basis of the year-end ratio 
of currency to Mj that the decline in the 
ratio over the last three years reflect the 
spread of banking habit. A decline in the 
relative share of currency in monetary 
resources need not necessarily reflect the 
spread of banking habit. For one thing the 
decline in the currency ratio may be purely 
technical in the sense that while absolute 
amount of currency may remain constant or 
may increase, aggregate deposits may have 
increased at a much faster rate. For another, 
the year-end position is at a point of time 
and the incremental ratio is more relevant, 
as it is a flow concept. Even if one considers 
the year-end ratio, it is of interest to note that 
the ratio of time deposits to M 3 has steadi¬ 
ly increased over the last three years which 
reflects the saving habit, with a preference 
for bank deposits. The banking habit should 
be a.ssessed with reference to transaction 
balances, i e, M|, as it reflects the extent to 
which bank money, i e, demand deposits, is 
used as a means of payment, relative to the 
use of currency. 

While analysing the factors contributing 
to monetary expansion during 1986-87 (para 
95), the report makes the interesting point 
that though net bank credit to government 


increased by about 22 per cent (compared 
to 19.6 per cent in 1985-86) the increase was 
largely on account of other banks' credit to 
government rather than RBI credit. This 
was, according to the report, the result of 
attractive coupon rates on government 
securities accompanied by stricter monitor¬ 
ing of SLR compliance by banks. This shifl 
in the composition of net bank credit to 
government is a healthy one but how lasting 
will this shift be is a different question. From 
one point of view of financing government 
deficits, however, borrowing from the bank¬ 
ing system needs to be discouraged because 
of its inflationary potential. This is the 
essence of the net domestic assets concept 
introduced by the IMF irf the sixties which, 
interestingly, seems to have been revived by 
the RBI in its report. 

Related to the question of net bank credit 
to government is the problem of support to 
central government loans extended by RBI. 
In para 182, the report observes that the 
government's dependence on RBI’s support 
for raising loans came down considerably 
during 1986-87. RBI's initial subscription to 
the central loans during 1986-87 was 35.7 per 
cent ot total loans raised compared to 50 per 
cent in 1985-86. This was due to higher 
coupon rates offered along with stricter 
enforcement of SLR on a daily basis. The 
reduced support by RBI to government loans 
is no doubt a healthy sign but its significance 
seems to be very limited. Reduced depen¬ 
dence in one year cannot be indicative of any 
long-term trend. In fact, the extent of 
'government’s dependence on RBI support 
for its loans has been showing wide varia¬ 
tions since 1980-81. It fluctuated between a 
minimum of 25 per cent of the loans raised 
in 1982-83 and a maximum of 50 per cent 
in 1985-86. In these circumstances, what is 
more appropriate to consider is the average. 
For the years 1980-81 to 1984-85, which is 
the period of the Sixth Five Year Plan, the 
support to central loans by RBI works out 
to 34.6 per cent per year. The annual average 
for 1985-86 and 1986-87, first two years of 
the Seventh Five Year Plan, works out to 42.9 
per cent. In other words, the trend of RBI 
support to central loans is basically a rising 
one. An important aspect of RBI’s initial 
support to central loans does not seem to 
receive sufficient attention. RBI’s initial sup¬ 
port to central loans is not a bad thing by 
itself so long as RBI passes on its holdings 
to the market by way of net sales. It is, 
therefore, necessary that RBI, in order to 
clarify its supportive role, puts out data 
relating to (a) its initial subscription security- 
wise, (b) aihounts sold during the year 
security-wise, and (c) amounts outstanding 
(security-wise) as at the end of the financial 
year. It would be useful even if the con¬ 
solidated figures are given by the RBI in its 
annual report. 

11 

Assessment and Prospects 

The assessment of the developments in the 
economy during 1986-87, given in the report, 
though good as far as it goes, is of limited 
value from the point of view of the historical 
perspective and also for indicating the pro- 
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spects. This is because the report views the 
trends in the economy during 1986-87 only 
in comparison to those during 198S-86. 
Similarly, the report docs not go beyond 
1987-88 while indicating the prospects. It is 
not argued here that the report should give 
a forecast. The report could have indicated 
the direction of the developments over the 
medium term, because, as pointed out 
earlier, the cumulative impact of develop¬ 
ments in 1986-87 and 1987-88 will be felt well 
beyond 1987-88. Moreover, even at the time 
of writing the report the dimensions of the 
drought and its consequences were becom¬ 
ing clear. 

To begin with a minor point: the develop¬ 
ments in the economy in 1986-87 suggest, 
according to the report, that the growth path 
envisaged in the Seventh Plan is being more 
or less maintained. This ob.servation is a 
little too early to make on the basis of the 
growth rate for two years of the Seventh Plan 
and considering that the third year, marked 
by the worst drought, would affect the 
growth rate in the remaining years of the 
plan. It is one thing to .say that the growth 
rate is being maintained and quite another 
to observe that growth path is being main¬ 
tained. Dealing with the pattern of growth 
(para 236) the report says that the higher 
growth rate during the five years ending 
1983-86, reflected the strong growth of the 
tertiary sector. The report goes on to add 
that this was mainly due to substantial 
growth in public administration and that a 
strong and vibrant commodity producing 
sector is essential for achieving higher 
economic growth on a sustained basis. It is 
not clear whether tertiary sector referred to 
in the report includes all services, i e, 
transport, communication, trade, finance 
and real estate and community and personal 
services. It is also not clear why public 
administration and defence are singled out. 
According to figures of net domestic pro¬ 
duct by industrial origin ^iven in the Report 
on Currency and Finance 1983-86, Vol II) 
public administration and defence are one 
of the two components of the group “com¬ 
munity and personal services”, the other 
being “other services”: both in terms of 
magnitude and the rate of increase, the com¬ 
ponent “other services” is as important as 
public administration and defence. But the 
more important question is: does the report 
imply that the growth of the tertiary sector 
is not desirable or is relatively unimportant? 
One would expect the tertiary sector to grow 
faster in the process of economic develop¬ 
ment, as the services accompanying the 
growth of agriculture and industry also 
increase. Besides, it is the services sector 
which generates employment at a much 
higher rate than either agriculture or 
industry. In fact the capacity of the primary 
and secondary sectors to generate additional 
employment declines with technological 
advance and rise in the productivity of 
capital. From the point of view of employ¬ 
ment, therefore, the services sector is as 
important as to ensure balanced growth, 
efforts should be made to improve the 
performance of the commodity producing 
sectors, instead of taking an apathetic view 
of the growth of the tertiary sector. 


Assessing the performance of agriculture, 
the report refers to the importance of 
foodgnins production in the toul agri¬ 
cultural production and says that some 
degree of insulation of foodgrains output 
from the vagaries of the monsoon has been 
achieved and that there is overall resilience 
in regard to foodgrains production. The 
available information relating to trends in 
agricultural production does not seem to 
bear out the observations of the report. As 
pointed out in the previous section of this 
review, agricultural as well as food produc¬ 
tion have been increasing over the decade 
(1977-78 to 1986-87) at a modest rate but 
have shown wide fluctuations. For instance, 
increases in foodgrains output varied bet¬ 
ween I per cent and 18 per cent, while 
declines varied between 4.3 per cent and 16.8 
per cent. These wide variations suggest (hat 
there is neither insulation from the vagaries 
of the monsoon nor the so-called resilience. 
If we go by the opinion on an agricultural 
expert (a former member of the Planning 
Commission), resilience of agricultural pro¬ 
duction means smaller dips in unfavourable 
years. This has not been the case, however, 
and no two bad years are really comparable. 
In the context of increasing sensitivity of 
agricultural output to weather, a buffer stock 
of 23 million tonnes is not much of a con¬ 
solation, as a short-fall of about 20 million 
tonnes in kharif output in 1987-88 is enough 
to almost wipe out the buffer stocks, assum¬ 
ing that rabi crop is normal. It is thus clear 
that agriculture, which is a major compo¬ 
nent of the economy, continues to be 
unstable with all its implications for the 
economy and its growth. The.se implications 
will be brought home by the drought of 
1987-88 whose impact will be felt well 
beyond that year. Agriculture would be 
deciding the course of the economy in the 
next 10 years and managing the agricultural 
sector is, therefore, crucial to the manage¬ 
ment of the economy. As part of its assess¬ 
ment of the prospects, RBI report could have 
focused attention on these long-term impli¬ 
cations as well. 

The prospects for indigenous Industry is 
closely linked with the fortunes of agri¬ 
culture and this aspect is not fully brought 
out in the report. By way of assessment of 
the trends in industrial production, the 
report observes that (a) there are signs of 
accelerated growth in industrial sector in 
recent years; (b) there are indications of 
some improvement in productivity of capital 
and greater efficiency in the use of capital 
and reduction in unit costs of production 
would widen the demand base for industrial 
goods; (c) there is accumulation of stocks 
in several industries; (d) the Indian industry 
is passing through a stage of transition from 
a protected to a more competitive environ¬ 
ment; and (e) liberalisation of imports, while 
intensifying competition for domestic in¬ 
dustry, has also improved availability of 
needed inputs and technology for improving 
productivity in industry. The new index of 
industrial production (with its base as 
1980-81) does not really provide signs of 
accelerated growth in the industrial sector 
in recent years. According to the report, 
industrial growth rate was 8.6 per cent in 


1984-83,8.7 per cent in 1985-86 and 7.7 per 
cent for the first 10 months of 1986-87. 
These figures show that the rate of increase 
in the index in 1984-85 and 1985-86 was 
virtually constant while the increase in the 
first 10 months of 1986-87 was lower than 
that in the same period of 1983-86. The 
index by itself does not tell the whole story. 
In recent years there has been a decline in 
the actual production in many industries; for 
ratample, aluminium, paper machinery, 
power-driven pumps. Though the report 
refers to quite a few factors affecting 
industrial growth, it seems to have bypassed 
two important factors, namely, the creeping 
industrial sickness and the inadequacy of 
demand for industrial products—the latter 
flowing from the poor performance of 
agriculture in the last three years. The 
slackening of demand coupled with lower 
investment in manufacturing sector in 
1983-86 have affected the industry. This 
situation will be further compounded by the 
current drought, which will directly curtail 
market demand for industrial goods. The 
crippling effects of drought would be evident 
more in the coming years, as the shortfall 
in agricultural growth is likely to push down 
industrial growth rate to between 4 and 6 per 
cent. In these circumstances it is doubtful 
whether the industrial sector would achieve 
its targeted growth rate of 8 per cent per 
annum in the Seventh Plan period—a ques¬ 
tion which the RBI report would have done 
well to raise. 

Another area where the effects of current 
drought would be felt in 1987-88 and beyond 
is the mobilisation of resources by the 
private as well as public .sectors. This has not 
been fully brought out in the report. In 
regard to private sector, all that the report 
says is that the strength of the capital market 
rests ultimately on the performance of the 
corporate sector as it would revive investor 
confidence and that while vibrant and active 
stock market is necessary, disfunctionai fluc¬ 
tuations in share prices are to be avoided. 
The question is: given the drought situation 
and the linkages between industry and agri¬ 
culture, how will corporate sector’s perfor¬ 
mance improve? The fall in agricultural pro¬ 
duction and income affects adversely not 
only the demand for industrial goods but 
also the prices of agricultural raw material 
compounded by the inflexibility of wages 
and increases in allowances to compensate 
for the rise in cost of living. In these circum¬ 
stances it will be difficult for the corporate 
sector to maintain higher levels of profits 
which are necessary to generate internal 
resources and also to raise funds in the 
market. The inability of the private sector 
to mobilise adequate resources in 1987-88 
will have serious coasequences for private 
sector tpvestment in the remaining years of 
the Seventh Plan. The report seems to be 
equally unrealistic in its assessment of the 
prospects for (he fiscal situation. After 
observing that the large budgetary deficits 
continued in 1986-87 as also the growth in 
non-plan expenditure, the report makes the 
all too familiar statement that the resource 
imbalance should be overcome to generate 
adequate resources for the plan and that the 
growth of non-plan expenditure should be 
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contained. The Hm ouualty of the current 
drought is Ukeiy to be the long-term fiscal 
policy (announced two years ago) which 
aimed at rationaiising the tax structure. Now, 
in view of the need to raise resources on an 
emergency basis, tax rates may undergo 
upward revision and new taxes may have to 
be levied even if temporarily. This devdop- 
ment would go against the spirit of the long¬ 
term fiscal policy which sought to introduce 
stability in tax policy and for that reason was 
to run alongside of the Seventh Plan and be 
co-terminous with it. Besides, current 
drought situation would make it difficult for 
the government to maintain the budgetary 
deficit for 1987-88 at Rs 3,688 crote. The 
cost of drought by way of relief expenditure 
may run to over Rs 2,000 crore by the third 
year of the Seventh Plan. In the first 2 and 
a half years of the Seventh Plan itself 
drought relief expenditure crossed Rs 1,300 
crore. This will accelerate government spend¬ 
ing and will add to the pressures already 
created by the budgetary deflcits. In these 
circumstances, it would be difficult to over¬ 
come resource imbalance and to contain 
non-plan expenditure as the RBI report sug¬ 
gests. This means that the resources raised 
for drought relief should be spent fruitfully 
through imaginatively conceived drought 
relief schemes. From the point of view of 
mobilisation of resources by private and 
public sectors, the moot point is whether 
savings of the household sector will flow to 
the market and into banks on the same scale 
as before. In a period of rising prices saving 
becomes a function of consumption rather 
than of income. If resources are not raised 
from the public to the extent required, 
resourse to inflationary methods of financ¬ 
ing may become inevitable. More recent 
trends in RBI credit to government already 
reflect this trend. 

Prospects for price rise are clear and 
certain and price management is going to 
be difficult—a problem which has not been 
dealt with in the report. Though less 
obvious, the economy has been experiencing 
creeping inflation which is reflected in the 
daily experience rather than in official price 
index. The wholesale price index and con¬ 
sumer price index have been moving up— 
the latter (a true indicator of cost of living) 
has been rising at a much faster rate in recent 
weeks. The inflation rate in the current fiscal 
year so far is around 6 per cent and this has 
pushed up the annual inflation rate to 8 per 
cent for 1987-88. To this supply-side induced 
price rise is to be added the adverse impact 
of increase in liquidity arising from expen¬ 
diture on drought relief which will be 
superimposed upon the massive budgetary 
deficits incurred in the last two years. 
Scarcities, local as well as national, will be 
pushing up prices even with the best supply 
management and hoarding will take place 
once the inflation psychology grips the 
public In this situation monetary and credit 
policies by themselves may not be effective 
What will be needed is a determined ad¬ 
ministrative action which will reduce the 
impact of inflation ps^hology on prices. It 
vrill be useful to recall in this connection the 
series of measures taken during 1973-76 
which brought aibout a decline in prices in 
the face of rising money supply. The 


measures included raids on hoarders Ind' 
seizures in terms of the Essential Com¬ 
modities Act, compulsory display of prices 
at all retail shops, raids on tax-evaders so as 
to prevent the use of these funds for finan¬ 
cing the stocks of scarce commodities and 
restrictions on exports of essential consumer 
items like onions, eggs, fruits, fish, etc. Many 
of these measures could be revived with a 
directive to state governments to enforce 
them strictly. The need for restrictions on ex¬ 
ports of essential consumer items is well sup¬ 
ported by a recent study of onion exports 
by the Bombay Chamber of Commerce Ac¬ 
cording to the study, India’s exports of 
onions increased at the rate of 13 per cent 
a year during 1979-84, while the world trade 
in onions increased by only 4.4 per cent a 
year. This order of increase in exports reduc¬ 
ed the per capita availability of onions from 
3.8 kg in 1979 to 3 kg in 1984 and con¬ 
tributed to the rise in onion prices to the ex¬ 
tent of 32 per cent during 1979-84. While 
the need for earning foreign exchange is 
recognised, it cannot obviously be at the cost 
of domestic price stability. 

Imports may be a key element in price 
management, but supply management 
through massive imports of essential com¬ 
modities may become very difficult, given 
the balance of payments situation. For the 
second year in succession, the balance of 
payments position was under pressure in 

1986- 87. The viability of the, country’s 
balance of payments position will depend 
largely on adhering to the rates of growth 
for imports (3.8 per cent) and exports (6.8 
per cent) projected for the Seventh Plan, 
However, this would be a difficult task 
because of the domestic problems and ex¬ 
ternal developments. Internally, the drought 
conditions may necessitate larger imports, 
while exports may be affected in two ways: 
first, drought may reduce the availability of 
exportable commodities and second the in¬ 
crease in prices consequent on drought may 
add to costs of production and thus make 
the exports less competitive. Externally, the 
country will have to be watchful about some 
international developments which are rele¬ 
vant to the country’s balance of payments. 
These are: slackening growth in indusrial 
countries, little improvement in world trade, 
hardening oil prices, dim prospects for the 
flow of concessional foreign assistance and 
rising debt service payments. 

All these developments will force restric¬ 
tive monetary and credit policies to continue, 
though only in April this year RBI eased 
interest rates on the basis of lower price 
levels! Rightly, therefore, the RBI report 
observes that the stance of monetary and 
credit policy in 1987-88 must continue to be 
one of caution, lb what extent this approach 
is workable it is difficult to say. The banks 
have already been instructed to step up credit 
for the drought affected areas, while main¬ 
taining the flow of adequate credit to non- 
agricultural sector. This will be accompanied 
by an acceleration in government spending 
on drought relief. There is already a sub¬ 
stantial growth in reserve money during 

1987- 88 so far, as reflected in RBI credit to 
government which seems to have crossed 
Rs 4,000 crore by September 1987. In any 
case, the situation of scarcities arising from 


drought cannot be corrected by monetary 
and credit policies alone particularly in the 
short run. What is needed is an effleient 
supply management supported by adminis¬ 
trative action to check the rise in prices. 

The RBI report should have referred to 
the implications of drought for government’s 
efforts at removal of poverty, more so 
because of the involvement of banks in 
various programmes for alleviation of rurri 
poverty. The current drought is a serious 
setback to the efforts at alleviation of rural 
poverty as the decline in agricultural incomes 
will push a sizable numlm of small farmers 
and landless labourers below poverty line 
Purchasing power has already been low 
among the weaker sections and this will go 
down further due to drought. What is called 
for is urgent remedial action which will 
generate rural employment and incomes so 
that no demand recession develops to the 
detriment of the industrial sector. In fact, 
the current drought situation should provide 
the opportunity to give the economy a direc¬ 
tion and a thrust towards demand-oriented 
growth. 1b ensure this the rurai economy 
needs to be developed with a stable agri¬ 
culture as its core. It has been proved on 
more than one occasion that a fall in agri¬ 
cultural production and incomes will affect 
the whole dynamics of growth. These con¬ 
siderations should influence the direction of 
drought relief expenditure. Drought relief 
expenditure should not be regarded as ad 
hoc expenditure but as expenditure for asset 
building. The Keynesian prescription of dig¬ 
ging holes and fllling them up will be of little 
use. 

In conclusion, it may be said that the 
annual report of the Reserve Bank of India 
is, no doubt, a good document reviewing the 
developments in the economy during 
1986-87. However, apart from drawing some 
general inferences, the report does not pre¬ 
sent in proper perspective the economic pro¬ 
blems emerging from the present drought 
situation. The current drought, which is 
described as the worst in recent times and 
which has &r-reaching consequences for the 
growth of the economy, should (one expects) 
provoke the RBI to indicate the prospects for 
the economy over the medium-term, with 
reference to specific problem areas; because 
the impact of the current drought would be 
felt well beyond 1987-88, perhaps in the 
remaining years of the Seventh Plan. It is 
not argued that the RBI should forecast on 
the basis of econometric or simulations 
models. What is required is an analysis of 
the emerging trends which are liluly to 
influence the course of the economy over the 
next few years and, therefore, are of signi¬ 
ficance to the management of the economy. 
In fact, prospects indicated in the report for 
a given year should be the starting point for 
the report for the sub.sequent year. Hie 
annual report of the central bank of a coun¬ 
try is not a routine report, though it is 
prepared every ^ear. On the contrary, it is 
an important report which provides the 
economic background for the Bank’s own 
operations, informs the public of the 
developments in the economy and their- 
significance in a non-partisan manner and 
offers its considered views in its capacity as 
adviser to the government. 
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REVIEW ARTICLE 


Women’s Struggle in Pakistan 

Jamil Rashid 

Women of Pakistan: Two Stdps Forward, One Step Etack? Zed Press, 
London; 1987. 


KHAWAR Mumiaz and Farida Shaheed 
have written a courageous book of immense 
importance for the awakening of the men 
and women of Pakistan. They open their 
discourse with the bold assertion; 

The roie and status of women arc not isolated 
social phenomena, and women's struggles do 
not take place iaa vacuum. Both are deter¬ 
mined, enhanced or impeded by the social 
political and. economic development of a 
people’s history. 

Women have been exploited from 
historical times in each and every system 
which existed- on surplus extraction from 
paid and unpaid labour. It is the con¬ 
sciousness of the exploitation which makes 
the struggle for liberation meaningful. For 
this very reason a book on the women of 
Pakistan is signiricant, as continued humilia¬ 
tion and repression have strangled the 
growtli of women in developing as full 
human-beings. The stfuggle is on all fronts, 
as the editors point out; 

If the women’s movement wants to replace 
patriarchy, and not jockey for a better posi¬ 
tion within it, it will have to recognise that 
patriarchy is not the only form of oppres¬ 
sion it will have to fight against. Patriarchy 
as a system that militates against equality, has 
been absorbed into the structures of tri¬ 
balism, feudalism and, more recently, 
capitalism. Theoretically distinct, it is prac¬ 
tically inseparable from these latter; opposi¬ 
tion to one automatically implies opposition 
to the other. 

In popular scholarship and articles, 
Pakistan is portrayed as a homogeneous, 
single national entity of a broadly third 
world soceity. Women are also taken for 
granted as ‘typical’ in a given Pakistani 
social milieu. Reality, however, is quite 
distinct from all this. What, perhaps, can be 
generalised is that the state of Pakistanis 
dominated by coercive elements who treat 
the whole country as their fief. 

Broadly, the country can be divided into 
two modes of operation as far as women’s 
position is concerned. First, Baluchistan, 
smallest population and largest in land area 
and the North Western Frontier (Sarhad 
Province) are the two least developed and 
neglected provinces from colonial times. In 
per capita income, education, social services 
and political power, both of these areas are 
left far behind. Bride-price is prevalent and 
a woman is traded, although with customary 
social practices, like a commodity, 
lb all extents and purposes, she is alienable 
property, and once the bride-price has been 
paid, she cannot be returned, whether in a 
state of divorce, separation or widowhood. 
In both societies, education for women is 


not only discouraged but reprimanded as a 
precaution to the possible undernlining of 
manhood codes. Although no accurate 
statistics are available, from scholarly 
estimates, the literacy rate is said to be 
around ten per cent for men and under five 
per cent for women in the total population 
of around 20 million for the two provinces. 

Baluchistan and the North West Frontier 
are the least urbanised, with only one major 
city in each of the two regions: Quetta and 
Peshawar. There are few women id the higher 
education institutions here. With the recent 
influx of Afghan immigrants, whatever pro¬ 
gress was made had been lost as the patrons 
of Afghan refugees have stressed the keep¬ 
ing women in their old roles with tribal 
domination, using religious .sanctity as an 
excuse. Consequently, the permanently 
settled population has suffered, side by side 
with the Afghan women who have been 
pushed into'such cruel environments by 
Ziaul Haq’s strategy of acquiring bigger aid 
packages from the United Stales in the name 
of Afghan refugees. The authors are at pains 
to point out: 

The stringent laws of this tribal society make 
Baluch and Pathan women the least visible 
in the country. These women are invisible, 
not just allegorically, in that they have no 
voice and are ignored by statistics and 
.scholars alike, but literally, in that one rarely 
sees a girl of over six years or seven years old 
either in the countryside or in the urban cen¬ 
tres. In these areas the paucity of educational 
facilities for girls, the low level of industrial 
development and infrequont urban centres 
combine to diminish the possibility of change 
for women. 

The second mode of operation is in the 
more developed urbanised but still largely 
neo-feudalistic provinces of Punjab and 
Sindh. In this combined region, women are 
at their best and worst. In one sense, women 
in the larger urban centres have more oppor¬ 
tunities for education and employment. 
With a patriarchal mode of social relation¬ 
ship, even in a pocket of capitalist penetra¬ 
tion, men’s authority and exploitation of 
women more acutely is quite evident. In 
these two provinces, dowr>and not-bride- 
pricc is the custom which degrades women’s 
position in society. For a father, the arrival 
of a daughter means a heavy expenditure on 
her marriage rituals including escalating 
demand for a dqyvry from the bridegroom’s 
side. With the escalating cost of private 
education in Pakistan, where public educa¬ 
tion is the lowest priority (approximately 
three per cent of the GNP expenditure), 
parents have started marrying their 
daughters at an earlier age. 


Viewed as financial liabilities who do not 
contribute anything towards their family’s 
welfare, young girls are married off at an 
young age. So (hat despite legislation pro¬ 
hibiting the marriage of a girl before the age 
of 16, child brides are not uncommon... Far 
from dwindling over the years, the practice 
of (he dowry has been reinforced, and a sub¬ 
tle change has been introduced. If previously 
a woman’s dowry consisted of what her 
parents were able to give her, today the con¬ 
tent and the amount of the dowry are deter¬ 
mined by the demands made by the groom’s 
parents. This change has meant that many 
parents have had to go into debt in order to 
marry off their daughters. Although cases 
of abuse and bride-burning over the ques¬ 
tion of dowry are not as common as in 
neighbouring India, the phenomenon seems 
to be on the increase. The ever-escalating 
demands being made by prospective grtxrms 
have placed a very teal financial burden on 
the families of unwed daughters, in fact in 
urban areas there appears to be a growing 
problem of finding suitable husbands for 
those women whose families are unable to 
meet dowry demands. 

Although all the chapters are worth 
reading very carefully, the section ‘Pakistan 
Women in Profile’ is an excellent micro¬ 
study. The authors quote the Report of the 
Pakistan Commission on the State of 
Women”, as a starting point most 
appropriately: 

Bought and sold, beaten and mutilated, even 
killed with impunity and social approval... 
dispossessed and disinherited despite legal 
safeguards. 

Within such a brutal milieu, there are 
some prominent women who have manag¬ 
ed to be recognised becaue of their social 
background, education and relatively more 
opportunities in a few cosmopolitan urban 
centres, especially Karachi, Lahore, and 
Islamabad. But it is pointed out that the 
majority of Pakistani womanhood belongs 
to the silent and unmentioned peasantry in 
the rural areas and the working class in the 
industrial centres. Most of these women bear 
the double burden of housework and outside 
work. Consequently, they are the first to rise 
and the last to sleep. 

Underemployment is the curse of under¬ 
development. This is because in under¬ 
employment, a person works long hours in 
a physical sense, without producing enough 
for his/her own keep. In third world societies 
where multi-national corporations extract 
surplus from the employed population, the 
under-employed are in the worst situation. 
They have to work hard to merely exist and 
get yery little compensation from which to 
buy the necessities of life. Women in 
Pakistan work hard, usually without 
renumeration. Statistically it is shown that 
only a small proportion work and are also 
paid low margin^ wages in accordance with 
their productivity which is low. Rural 
women, who are the majority, work on 
average a I6-to-20 hour day. It is common 
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to notice in Pakistani villages that a rural 
woman takes all responsibility for food, 
cleanliness and the general welfare of the' 
family, collecting fuel and fodder, maintain¬ 
ing hn primitive rural stove, takes good care 
of the mud walls of her home, and looks 
after any domestic animal in the family. On 
top of all this, a rural woman has to 
transport food to and from the fields for her 
menfolk and of course, provide seasonal 
labour in cotton-picking or other chores on 
the farm whenever it is required. In brief, 
a rural woman in Pakistan is worse than a 
slave for she is not even maintained well 
enough to keCp up her productive life as was 
done by slave masters for extracting max¬ 
imum production. 

In western societies, there is some kind of 
romanticism about ‘neglected’ marriage 
system in the east, particularly Pakistan 
where even modernised urban centres have 
retained the custom of ‘unseen’ partners get¬ 
ting married. Of course, it is related to a 
patriarchal society, where woman is condi¬ 
tioned from childhood to accept her partner 
without any question. 

From her birth she is unwanted. The em¬ 
bryonic woman is seen by all classes and in 
all regions of the country as a liability and 
a social burden. A woman's worth is con¬ 
sidered only in terms of her power of re- 
producton and as an object of sexual satis¬ 
faction. As a person, a woman is denied an 
identity of her own. She is considered a com¬ 
modity, eventually owned by her husband. 
This kind of set-up leads to a common 
parlance in Pakistani homes. A woman is 
only a ‘visitor’ in her father’s family to be 
kept in trust until claimed. Folklore and 
mystical songs are built on this type of 
growing-up of a girl into womanhood. Even 
in the upper-class a woman ii given the best 
of everything with the idea that she was to 
slay for a limited period and so could be 
showered with food, clothing and other 
commodities. A girl is conditioned to think 
of herself as ‘preparing’ for the night of 
marriage. 

It is worth noting that many peasant women 

see marriage as a necessary evil. Their at¬ 
titude is one of resignation because it is the 

duty of all men and women to marry and 

beget children. 

ADVOCATING WOMEN’S EDUCATION 

The book can easily be divided into two 
parts. The first four chapters record the pro¬ 
gress of milslim' womanhood as it has 
developed in the Indo-Pakistan context. 
From 1896 onwards, unaer the shadow of 
(Sir) Sygd Ahmed Khan and his liberal pro¬ 
fessional followers, education for muslims 
of India was taken seriously. It was Sheikh 
Abdullah of Aligarh who took the lead in 
advocating education for muslim women 
side by side the young male muslims who 
were discouraged to acquire updated educa¬ 
tion by fundamentalist-oriented obscruan- 
tist mullahs. Education was not the end but 
an important start. for consciousness. 
Basically it was the tniserable economic con¬ 
ditions of muslims as compared to other 
communities which lead to the battle for 


knowied^ Muslims of India were very 
much part of the soil but exclusiveness 
through aloofness created separate material 
conditions leading to to a downtrodden lot. 
Women became the special victim as religion 
was used by backward-looking mullahs for 
keeping them behind chador and chardevari 
(veil and four walls). 

With the rise of muslim consciousness the 
battle far participation in Indian politics was 
waged by liberal (middle class) professionals, 
who in the majority of cases were nationa¬ 
lists. Women from all Indian communities, 
including muslims, were given a boost to join 
the anti-imperialist and independence 
movements. For instance, the Khilafat Move¬ 
ment of the 1920s raised the political con¬ 
sciousness of'women first in general, and 
then leading to specific issues of women’s 
share in other movements, (i e, in party 
politics) whenever such an occasion arose. 
Mumtaz and Shaheed record; 

From the women’s point of view the Khilafat 
Movement was important because it-was the 
first which sought to enrol every muslim in 
India, man, woman and child. It is the first 
instance of women participating in a political 
movement, .tnd in this case they did in large 
numbers. In the 2nth centui y politics of the 
.sub-continent it is the first recorded instance 
ot a woman becoming politically signiti- 
cant... meetings were addressed by Bi 
Amma, the mother ot the .Ali brothers, aixi 
attended by the wives of piommiMU muslim 
men... 

In 1917 Bi Amma broke with tradition 
and addressed the anmtal meeting of the all¬ 
male Muslim League in place of her son 
(Mohammed Ali) who had been artested by 
the British. ... In 1921, three years before 
her death, Bi Amma addressed a ma.ss 
meeting in Lahore, and lifted her veil for the 
first time:- 

Muslim women in the Indo-Pakistan sub¬ 
continent never gave up hope, in spite of the 
continued obstruction by traditionalist 
religious leaders. These fundamentalists 
formed religious political parties, first to 
thwart the independence movement, and 
later obstructed any reforms for the better¬ 
ment of women, ^oplc like Maududi of 
Jamate-lslami, and his protege, an unsuc¬ 
cessful medical doctor, Israr Ahmed went to 
the extent of disgracing womenhood by most 
pernicious pronouncements. In this onward 
march of hope, the authors find the Bhutto 
Era of 1970-77 as a period of action. It was 
during Bhutto’s marathon speeches and rais¬ 
ing consciousness during the 1970 election 
hustings that women participated actively. 
It was an occasion when women showed 
their real power through marches on the 
streets and voting for progressive platform, 
rural and urban alike. Bhutto may have been 
a autocratic feudal personality, but as an 
intellectual nationalist and an enlightened 
political ideologue, hi$ socialist rhetoric gave 
a boo.st to women’s participation in local, 
regional and national politics. Once again, 
the authors observe: 

Apart from the ways in which the party and 
the government were attempting to mobilise 
women, an entire process of political 
awareness was unleashed. Very soon after the 


If^PP’s assumption of power the more radical 
element committed to socialism and change 
left the party, disillusioned with the direction 
it was taking. Numerous clandestine left 
groups sprung up around the country. While 
most were all-male groups, there were some 
female groups created on the initiative of 
women themselves. These groups started in¬ 
dependent work, educating themselves in the 
basics of Marxism and socialism, devising 
tactics and stiategies as they went along 
(P 64). 

STRUOGI.F Against Islam isation 

The last five chapters are concerned with 
the Ziaul Haq’s politics of Isiamisation, 
women’s struggles against repressive laws 
and injustces, day to day humiliations from 
the junta and their hirlings, and finally there 
is an open discussion for the future strate¬ 
gies, short and long terms. Both authors 
were the founding members of the Women 
Action Forum (WAF), which was the first 
of its kind, and extra-parliamentary body to 
fight against the repression perpetuated by 
Zia and his nominated ministers. They lay 
out details with accuracy and passion where 
human lives were involved. 

The year of 1979 was a historical one for 
world events and happenings in Pakistan. In 
February, the Shah’.s regime in Iran was 
replaced by Ayatollah Khomcni who later 
created a theocratic state in Iran. Ziaul 
Haq introduced Hudood Ordinance of 
February 22, and allowed the first public 
hangings in the Indo-Pakistan history in 
Lahore during March. Both events, with an 
orchestral design, were to pre-empt any 
rumblings on the hanging of Zulfiqar Ali 
Bhutto on April 4, 1979. Later in the year, 
Afghanistan was on the verge of witnessing 
a collapse of its Saur revolution through 
counter-revolutionary intrigues when the 
Soviet Union intervened. The events in 
ATghanistan solidified Zia’s regime, and put 
the people of Pakistan back in the fold of 
imperialism. Out of ail this, women’s cause 
in Pakistan suffered a great deal. 

Apart from its arbitrary interpretation of 
eighth century Arabian laws by a self- 
appointed guardian of religion, the Hadood 
Ordinance on zina (adultery and fornication) 
and zina-hil-Jabr (rape) were downright in¬ 
human and degrading. For these crimes of 
Zina the maximum punishment, hadd, is 
stoning to death for married persons and 100 
lashes for unmarried persons. But the level 
of proof required for hadd is the requirement 
of four muslim male eyewitnesses of good 
repute to the act of penetration, or a volun¬ 
tary confession in a competent court of law. 
After examining the law carefully and check¬ 
ing the pronouncement of some judges of 
the high court, the two authors reach the 
inevitable conclusion: 

As the law stands, it protects rapists, prevents 
women from testifying and confuses the issue 
of rape with adultery. As a result, a woman 
who registers a case of rape can by her own 
admissions be persecuted for adultery while 
the rapist goes free for lack of evidence. This 
happened in the .Safia Bibi case. Women are 
also open to punishment for adultery if they 
became pregnant—pregnancy being the 
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proot—while the man involved is untouched. 
Many such cases have been reported. Several 
women have been sentenced to lashes, im¬ 
prisonment and lines because they have given 
birth to illegitimate children. In none of these 
cases was any punishment given to men, 
because unlike the pregnant woman, there 
was no evidence against the men. 
Obviously, women are the worst sufferers 
for such laws. Anybody who perpetuates in¬ 
decencies again.st another human being in 
the name of self-styled reformed ideologies 
is guilty of great human crimes. Obviously, 
there is poetic justice and these criminals 
cannot go on unpunished by the people. 

IWo cases, which were reported interna¬ 
tionally, arc scrutinised in the book with 
great diligence: Fehmida and Allah Bax vs 
the state and the Sufia Bibi (an 18 year old 
blind girl who was raped) case. Without 
going into the details of these cases it is 
worth quoting the presiding judge, Justice 
Aftab Hussain of the Shariat Cdurt (a kind 
of Appeal Court on religious interpretation): 
It is unfortunate that though a victim of rape 
the natural phenomenon of her pregnancy 
and motherhood betrayed her.or a trial, con¬ 
viction, and sentence, in addition to the 
disgrace and dishonour suffered by her at the 
hands of her fellow human beings in the 
society. 

Finally, the book looks into some very im¬ 
portant questions for the future. Only action 
and theoretical work lead to accumulated 
questions and continued struggle for mar¬ 
ching forward. Both women have shown 
clearly that working through three organisa¬ 
tions: Women's Front. Aurat (Woman) and 
Shirkat Gah (working together) have new 
avenues opened up. One action leads to fresh 
cont&cts, raising consciousness and broader 
outlook. Ail three activist organisations 
started with specific problems and on the 
way picked upeiew strategies. It is usually 
pointed out that urban-based organisations, 
like aurat or WAF are professionals and 
middle-class ba^. By active participation, 
the authors have found out: 

\fet if the women’s movement is to take root 
in Pakistan, its activists will have to trans¬ 
cend the barriers and privileges of their own 
class. 

Women are struggling all over the world, 
especially in- capitalist societies where 
patriarchy is well-entrenched in the system. 
Even coming in power of Margaret Thatcher, 
Indira Gandhi or Corazon Aquino has not 
reduced the exploitation of women in each 
of these societies. There are seminars, univer¬ 
sity courses and everything which goes with 
it to pretend that woman’s problem has been 
solv^. A country like l^kistan has some 
more complex problems than liberal demo¬ 
cracies in the west, where feminism takes the 
shape of economism in a trade unionist 
fashion. Mumtaz and Shaheed recognise 
this: 

In the context of Pakistan, where the vast 
majority of women suffer the dual oppres¬ 
sion of their class and sex and are deprived 
of the most basic rights, the scope for a 
radical feminiiit movement is extremely 
limited. The potential for such a movement 
or group is limited to a miniscule proportion 


of the uroau tmpuiatlon. 

In any case, deffning feminism in the con¬ 
text of Pakistan is not an easy task for any 
class of organisation. Furthermore, with the 
broader active work, the Karachi WAF 
found out that participating in the struggle 
of Sindhiani Tehrik (an activist group under 
Awami Tehrik—a people’s movement) guid¬ 
ed by Rasul Bax Palijo and other leaders, 
a great deal was learnt of rural women's 
plight and consciousness. 

Then there is the perennial question, 
whether women’s struggle should be within 
the framework of religion or totally secular. 
The authors point out: 

A problem that is more specific to Pakistani 
women is whether it is possible or desirable 
to forge a women's movement from within 
the framework of. Islam. Opinions in 
Pakistan, as in the rest of the muslim world, 
differ. A number of women feel that while 
it may be desirable it is simply not possible. 
Others feel that while in the short term it may 
be both expedient and benefleial, in the long 
term it is not advisable, and yet others feel 
that it is neither desirable nor possible. 

In the process of debate when religion 
becomes secularised, ‘feminist theologians’ 
have aroused the consciousness of great 
many men and women in the industrialised 
west, and under-privileged Latin-American 
societies. On this important issue of 
secularisation of religion, Riffat Hassan, a 
Pakistan scholar teaching in the US, has 
taken great pains in reinterpreting “Quran” 
over and above sex biasness and patriarchal, 
secular and religious writers. She takes 
“Quran”, as an historical book of eighth 
century Arabia, where the prophet of Islam, 
Mohammed was creating a society of equal 
human beingS in the growing merchant 
capital cities of Mecca and Medina. All these 
debates are a pan of the struggle to liberate 


woroeri from a cruel and feudal^pitalistic 
dominated societies like . Pakistan. 

But in essence, it%an be aigued that for 
Pakistani women the question is not 
‘either/or’ to accept the Islamic framework. 
The people of the four provinces have gone 
through diversified history and they have lio 
unified religious consciousness. If anything, 
the society in general, is secular in outlook 
and religious in cuhural norms of rituals 
built-up in an Indo-Pakistan mosaic, which 
includes other religions of the sub-continent. 
These rituals are withering away with 
material conditions and eventually religions 
will become national festivals in the way of 
industrialised societies, where Christmas 
festivals are celebrated in a mode of con¬ 
sumerism. Jesus or god has very little to do 
with Christmas. 

In the final analysis, continued struggle 
will formulate its own agenda of the day, as 
long as self-criticism, progressive activism 
and scientific outlook are the guiding prin¬ 
ciples. Women of I^kistan are on the march, 
and there is no going back. Within the past 
five years women of Pakistan have achieved 
a great deal and there is no turning back. 
The women of the four provinces have been 
fighting with in the four walls of their homes 
for a long tiipe, and now arc marching on 
the streets as their continued exploitation has 
aroused consciousness, at times subdued, 
but now very much a part of the world 
movement for liberation of women from a 
repressive system. 

The authors have written an excellent 
book. No doubt, this work will come out in 
Urdu and other national languages in the 
country. It should also be a prescribed text 
in colleges and the universities of Pakistan. 
Women of Pakistan are on the march; Men 
have no choice but to join them in the libera¬ 
tion struggle, for the survival of humanity. 






Ptiljlisheis of Ilf 
Professional 
SocmI Staoncfs 


SOCIAL DEVELOPMENT, CULTURAL CHANGE AND FERTILITY DECLINE 
A Study of Fertility Decline In Kerala 

K A/IAHADEVAN and M SUMANGALA 

The state of Kerala represents a unique example of rapid fertility decline despite its 
comparatively low level of economic development, Andhra Pradesh on the other hand, 
has a very hish per capita income, but a hi9h rate of fertility as well How has Kerala 
been able to.contain its population? ln their attempt to answer this question the authors 
have employed a useful research desian takins as their focus a.viilaae in Kerala and, 
as a control sroup, a village in Andhra Pradesh. The authors have combined the an¬ 
thropological and survey methods to convincingly demonstrate the importance of socio¬ 
cultural factors in the rapid fall in fertility in the state 
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SPECIAL ARTICLES 


Culture and Ideology 

Contradictions in Intellectual Transformation of 
Colonial Society in India 

K N Panikkar 

The colonial conquest underlined the weaknesses of the traditional order and the need for reform and regenera¬ 
tion of its institutions. Colonial hegemonisation tended to destroy the traaition itself. A cultural-ideological struggle 
ensued on two planes simultaneously: against the ideological basis of the traditional order as well as against the 
colonial hegemonisation. 


CENTRAL to the changes in the intellec¬ 
tual domain in colonial India were the 
cultural-ideological struggles occurring 
simultaneously at two planes: against the 
ideological basis of traditional order on the 
one hand and against colonial hegemonisa¬ 
tion on the other. The colonial conquest 
underlined the weaknesses of the traditional 
order and the need for reform and regenera¬ 
tion of its institutions. An alternative, 
however, was not entirely found in the 
western model presented by colonial rule, 
particularly because of the apprehension 
aroused in Indian mind by the cultural and 
intellectual engineering by colonial state as 
a part of its strategy of political control. 
While traditional culture appeared inade¬ 
quate to meet the challenge posed by the 
west, colonial hegemonisation tended to 
destroy the tradition itself. Hence a strug¬ 
gle ensued against both which shaped the 
intellectual situation in colonial India. 

The intellectual quest to .shape the future 
of Indian society, which was based on this 
dual struggle, remained ambivalent, often 
contradictory, in its attitude towards tradi¬ 
tion and mc^ernity. For the endeavour of 
a subjected people to reclaim the uninter¬ 
rupted development of their history cannot 
but be based on the strength of their tradi¬ 
tion. Therefore, an emphasis on the past— 
“a return to the sources”, as Amilcar Cabral 
called it' did not necessarily mean an at¬ 
tempt to resurrect the past in opposition to 
the contemporary forces of progress. Nor 
did modernity involve a rejection of the past, 
since tradition served as a powerful weapon 
in the effort to realise modernity. In fact, to 
a colonised people history did not present 
the possibility of making a clear-cut demar¬ 
cation between the past and the future: Con¬ 
sequently their conception of the past and 
of the future'tended to be mutually intrusive. 
The course and character of cultural- 
ideologlcai struggles were influenced by the 
ambiguity and uncertainty generated by this 
intrusiveness; so also was the intellectual 
transformation which drew upon these 
struggles. 

Formation of an Intellectual 
Community 

In the development of cultural-ideological 
struggles the formation of a conununity of 


intellectuals, distinct from the intelligentsia, 
cutting across regional, religious and caste 
barriers was of crucial importance.- While 
the objective conditions created by colonial 
rule facilitated its formation, it was in¬ 
tegrated into an active community only 
through commonly shared .socio-political 
endeavours. Although bonds within the 
community were finally forged only during 
the politically active phase of the national 
liberation struggle, the process of its forma¬ 
tion had begun much earlier, almost in the 
beginning of the nineteenth century, as 
.socio-cultural undertakings wore down 
individual isolation and established com¬ 
munication links at the regional level to 
begin with and at a national plane later on. 
However, this integration was not brought 
about by identical socio-cultural perspec¬ 
tives; differences in views equally con¬ 
tributed to this process, for the intellectuals 
shared the common objective of social 
regeneration. Hence even when conducting 
debates with different views they were 
becoming part of a community committed 
to the transformation of their society. 

During the course of the nineteenth cen¬ 
tury the intellectuals were brought together, 
either in opposition or in unity, in a series 
of struggles over socio-cultural issues. Bet¬ 
ween the debate over the abolition of sati 
in Bengal in the early part of the nineteenth 
century and the national controversy over 
the Age of Consent Bill during its closing 
decades, a number of public questions 
became their common concern. The Anti- 
Conversion Petition, the Anti-Idolatry 
Memorial, the Lex Loci Act, the Widow 
Marriage Act and the Civil Marriage Act are 
to mention a few. The formation of local and 
regional intellectual communities and their 
eventual transition to a national community 
can be discerned during the course of agita¬ 
tion over these issues. 

The early formation of the community 
was around socio-cultural organisations and 
voluntary associations which reflected the 
initial—intellectual ferment in colonial 
India. Apart from the well known organisa¬ 
tions involved with socio-religious reforms, 
there were several associations, small and 
often short-lived, itevertheless important, in 
forging bonds at local levels. The Academic 
Association and the Society for the Acquisi¬ 


tion of General Knowledge in Calcutta, 
Students' Literary and Scientific Society and 
Dhyanprasarak Sabha in Bombay and 
Literary Society in Madras were more im¬ 
portant of them. 

I'here were also a large number of volun¬ 
tary associations established by colonial of¬ 
ficials and ideologues which served as chan¬ 
nels of dis.semination of colonial culture and 
ideology in which Indian intellectuals par¬ 
ticipated. Unlike those promoted by Indians, 
these a.ssociations made inter-communal in¬ 
tercourse possible. For instance, in the 
Calcutta School Book Society there were 
four hindus and four muslims in 1818.’ 
This was true of public societies of specia¬ 
lised interest like Horticultural Society, 
Mechanical Society, Photographic Society 
and several others. The participation in these 
societies, however, brought home to the 
Indian members their subordinate position, 
even when seemingly working on an equal 
footing with Englishmen. The treatment 
meted out to Ram Gopal Ghose in Horti¬ 
cultural Society and to Rajcndralal Mitra in 
Photographic Society are good examples. 
Ram Gopal was removed from the society 
for opposing the ^ews of Englishmen and 
Rajendralal Mitra was asked to retire from 
the society for criticising the activities of 
non-official Europeans in India.^ The 
Europeans in India also took interest in 
establishing and promoting ‘native^ libraries 
with the active participation of Indians.’ 
Despite being sources for the dissemination 
of colonial ideology these institutions pro¬ 
vided useful platform for intellectual ex¬ 
change. In fact, many who had become ac¬ 
tive, either socially or politically, had their 
baptism in'public work in these organi¬ 
sations. 

Although these associations were impor¬ 
tant as providing opportunity for mutual 
contact, what was more significant in the 
formation of the intellectual community was 
the actual campaigns and agitations over 
socio-cultural issues. The earliest example of 
this in colonial India was the well known 
controversy over the abolition of sati. This 
brought two important intellectuals of early 
nineteenth century India. Radhakanta Deb 
and Ram Mohan Roy, and their supporters, 
generally but not altogether appropriately 
termed ‘corwervatives* and 'reformers’ res- 
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pectively, into open confrontation. The cam¬ 
paign initiated by Ram Mohan in 1818 
through two tracts in which he set out the 
religious and social issues in the form of a 
dialogue between an advocate and an oppo¬ 
nent of sati proved to be the beginning of 
an unprecedented debate among the Calcutta 
intelligentsia.^ In advocating the abolition 
of sati. Ram Mohan based his arguments on 
scriptural authority as well as on 
humanitarian considerations.^ The op¬ 
ponents appeared to be more concerned with 
the changes .sought to be introduced in tradi¬ 
tional practices. It is, however, significant 
that the ‘conservative’ leaders did not 
observe the rite of concremation in their own 
families. The suggestion that Radhakanta 
Deb, like Tilak later on, was more concern¬ 
ed with the changes introduced through ex¬ 
ternal intervention is worth consideration, 
particularly because he was a champion of 
progressive measures like female education.* 
Several of his supporters had disapproved 
of his stand on female education and had 
deserted his da/.*' Ram Mohan him.sclf, 
despite his utilitarian leanings had preferred 
the changes to come from within. 

The mobilising potential of agitation over 
sati was largely confined to Bengal, never¬ 
theless it raised certain fundamental issues 
of social transformation which became part 
of the general concern of intellectuals all 
over India. In this .sense the debate over sati 
was the beginning not only of a regional but 
also of a ‘national* intellectual community. 
IWo questions it raised were, first, the 
relevance of scriptural sanction as a pre¬ 
condition for changing the social norms in 
vogue and second, the desirability of state 
intervention in cultural matters. 

During the course of the nineteenth cen¬ 
tury both these questions became part of a 
debate in all the three presidencies over issues 
relating to the marriage of widows and the 
legislation conferring right to inherit 
ancestral property on hindus converted to 
Christianity. 

Although widow marriage movement was 
not organised on an all-India basis'" the 
debate about it did assume an all-India 
character. The discussion, in Bombay, 
Bengal and Madras were exchanged through 
newspapers, enabling the supporters and 
opponents of the cause to share common 
arguments." Much before Vidyasagar's 
celebrated treatise, "Marriage of Hintlu 
Widows”, appeared in 1856 two tracts writ¬ 
ten by Subaji Bapu of Sehore in Bhopal and 
a brahmin pandit of Pune were published 
in Marathi. Subaji Bapu’s essay was written 
in response to a series of letters which ap¬ 
peared in TJie Bombay Durpun, a weekly 
edited by Balshasiri Jambekar, in August 
1835.'^ Bapu saw widow marriage as a part 
of the general emancipation of women and 
hence emphasised the importance of female 
education.'^ In favouring widow marriage 
the pandit from Pune was mainly persuaded 
by humanitarian considerations.''' In the 
public discussion that ensued on these tracts 
the question of scriptural sanction was in¬ 
voked. Referring to the pandit’s arguments 
Durpun noted;'' 

We are constrained to say that in all his essay 

he does not adduce a single authority from 


Shastras to support his view... One solid in¬ 
junction of the Shastras would have been a 
hundred times more valuable than all these 
quotations... We ought to have authorities 
from the Shastras, and since these cannot be 
produced, the question must be begged 
in the way the learned shastree has done on 
the ground of the hardship and inconvenience 
of the custom. No one admires the learning 
and research of this author more than our¬ 
selves; and we are aware that the deficiency 
we have been noticing arises rather from want 
of authorities in support of his opinion than 
from any other cause. 

The main point of dispute between the ad¬ 
vocates and opponents of widow marriage 
was whether it had the sanction of the 
shastras. Vidyasagar and Debendranath 
Tagore in Bengal, Vishnushastri Pandit and 
Vishnubawa Brahmachari in Maharashtra 
and Raghunaih Ran and Viresalingam in 
Madras argued that they were not trying to 
introduce a measure which had no religious 
approval.'* It was precisely what the op¬ 
ponents contested and they strove to prove 
that there was nothing in the hindu scrip¬ 
tures to admit of the reformers conten¬ 
tion.'’ The authority of the scriptures was 
thus accepted by both; they only differed in 
their interpretation. 

There was also considerable agreement 
over the need to bring about mental and 
material changes, if the reform in existing 
social practices had to be really effective. 
Ram Mohan had already argued that no 
substantial improvement in the condition of 
women can be brought about without giving 
them right to property.'* He had also iden¬ 
tified the lack of education as the principal 
reason for their ‘inferiority’.'’* Thus a 
general perspective on emancipation, 
although within a bourgeois-patriarchal 
framework, was held by reformers as a 
whole. Hindoo Patriot underlining the im¬ 
portance of education as a pre-condition tor 
introducing changes in social customs, 
wrote: “We are only for having this extremely 
desirable measure (widow marriage) grow 
out of education and result from the 
dissemination of knowledge amongst our 
country women”.-" 

The opposition to widow marriage was 
based on the same premises; individual 
reforms to be effective and successful had 
to have a favourable social climate, as other¬ 
wise they would prove to be premature at¬ 
tempts, productive of ‘‘much uneasiness and 
discord among the domestic circle”.^' The 
Hindu Intelligencer which did not approve 
of the demand for widow marriage Icgi.sla- 
tion expressed this opinion in unambiguous 
terms. 

T he (ext of Panisara quoted by the learned 
Pandit (Vidyasagar), which admits of such 
different interpretation as it has already 
received, cannot be expected to set aside at 
once the established custom of some thousand 
years. To produce any effect, it must fall upon 
a proper soil. Public opinion must be ripe 
for the change... It appears to us that the 
way for the remarriage of our widows can 
only be gradually prepared by first educating 
and enlightening our females; and this must 
be done silently and in private without noise 
or uproar. Without this preliminary step 
being taken, and the minds of the fair sex 
being first englightened, it is in vain to at¬ 


tempt effecting so great a resolution in our 
social economy, as is necessarily involved in 
the remarriage of our widows. 

The opinion of ‘reformers’ and ‘conser¬ 
vatives’ thus converged on the task of "pre¬ 
paring the soil”, that was why Radhakanta 
Deb while opposing the movement for widow 
marriage, supported Bethune’s effort to 
promote female education.^’ 

The discussion on widow remarriage com¬ 
prehended the fundamental question of 
women’s emancipation and the methods to 
be adopted for it in the conditions prevalent 
in colonial India. Although the movement 
was organised on regional and caste lines, 
the problem was perceived as common to the 
hindus and the intellectuals in the three 
presidencies borrowed arguments and 
counter arguments from each other. The 
debate on widow marriage also indicated an 
attempt to construct a hindu community at 
a national plane, drawing on the authority 
of common scriptures. While Durpun 
pointed out in 1837 that widow marriage was 
prohibited only among the upper castes, the 
debate during the second half of the century 
did not refer to any such distinctions.^'* 
The introduction of a bill in 1845 to pro¬ 
vide for the inheritance of ancestral property 
to hindus converted to christaniiy and its 
eventual legislation as Lex Loci Act in 1851 
occasioned simultaneous agitation in all the 
three presidencies. Soon after the bill was in¬ 
troduced the intellectuals got in touch with 
each other to oppo.se the proposed legislation 
which was looked upon as a motivated 
attempt to interfere in their cultural life.^* 
Meetings were organised and memorials 
were drawn up opposing the bill.’’ The 
memorials were prepared in consultation 
with each other and a countrywide agitation, 
includfng non-payment of revenue and non¬ 
cultivation of land was envi.saged. In an 
open letter to the Governor-General, ‘a 
brahmin’ from Madras as.serted:-’ 

I am confident that my countrymen in the 
three presidencies will join in one compact 
for their own interests, and translate this let¬ 
ter into the common languages of the coun¬ 
try for its better circulation among our 
community here and elsewhere. 

Through participation in these struggles, 
an intellectual community at the national 
plane committed to the transformation of 
society came into being during the course 
of the nineteenth century. This community 
was the vehicle of the cultural-ideological 
struggle referred to earlier as well as the 
vanguard of the national liberation struggle 
Although the members of this community 
did not share common views on many social 
and cultural issues, their ideological premises 
were remarkably similar. 

Ideological Premises of 
Intellectual Community 

The intellectual community in colonial 
India functioned within the parameters of 
bourgeois-liberal ideology, except in the second 
quarter of the twentieth century when a sec¬ 
tion of it was drawn towards marxism. In 
their choice of the nature of polity, economy 
and society the imprint of bourgeois libera¬ 
lism was quite marked. This choice was to 
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a great extent influenced by the ideological 
system created by the colonial rule and the 
western ideas filtering through its ideological 
apparatuses. Yet it was not solely contingent 
on them but was integral to the transition to 
a capitalist order, even if stunted and dis¬ 
tort^, taking place under the colonial aegis. 

The political perspectives and activities in 
colonial India were based on the ideal of 
gradual realisation of a bourgeois demo¬ 
cratic order. The character of pre-colonial 
political institutions and of colonial state 
was understood and assessed within this 
parameter. Hence the early critique of the 
pre-colonial political system and the accep¬ 
tance of British rule as divine dispensation. 
Dosabhoy Framjee's views in a pamphlet en¬ 
titled “The British Raj Contrasted with its 
Predecessors” were quite representative of 
this understanding:^' 

The steady expansion of Engli.sh dominion 
has been followed by the establishment of 
peace in all the boarders- of the land; by a 
firm and upright admini.si ration of the law:>, 
and by a security of life and property to 
which India had been unhappily a stranger 
from (he remotest times. The children have 
forgotten the adversities of their fathers— 
the true character of that bloody and lawless 
tyranny from which England has emanci¬ 
pated the people of India: and the object of 
the author was to recall the fading memories 
of the unhappy past and contrast them vividly 
with the peaceful experience of British rule. 
This stark contrast between the conditions 
that prevailed in the two systems reflected 
the differences in the nature of polity -one 
despotic, arbitrary and tyrannous and the 
other liberal and democratic.^’ 1 he idea of 
a constitutional government did not form a 
part of pre-colonial polity and hence “the 
voice of the people”, as Syed Ahmmad Khan 
said, “was not listened to”.’" 

While liberalism formed the criterion for 
rejecting the pre-colonial system, colonial 
rule was welcomed foi the same reason, for 
colonialism was seen as a carrier of liberal, 
democratic and constitutional principles as 
well as of social and scientific knowledge.” 

Mill, .Spencer, Roussaue and Tom Paine 
were quite a heady wine for ‘Young India’, 
who envisioned the political future of their 
society on the lines adumbrated by these 
thinkers. The Indian intellectuals believed 
that these principles were best embodied in 
the political .system then prevailed in Britain. 
More importantly, Britain was viewed as the 
champion of these principles: 

a nation of people not only blessed with the 
enjoyment of civil and political liberty but 
(was) also interest themselves in promoting 
liberty and social happiness, as well as free 
inquiry into literary and rehgious subjects 
among those nations to which their influence 
extends.’*’ 

A bourgeois democratic order was therefore, 
believed to be the logical outcome of British 
rule; It was this conviction about the political 
process that informed the public endeavours 
of Indian intellectuals. Ram Mohan’s protest 
against the Press Regulation and Dadabhoy 
Naoroji’s characterisation of colonial rule 
as unbritish were expressions of these 
premises. In their appeal to the Supreme 
Court Ram Mohah and his co-petitioners 
poitued out that “the inhabitants of Calcutta 


would be no longer justified in boasting, 
that they are fortunately placed by pro¬ 
vidence under the protection of the whole 
British Nation, or that the king of England 
and his Lords and Commons are their 
Legislators, and they are secured in the 
enjoyment of the same civil and religious 
previleges that every Briton is entitled to in 
England”.” 

In the sphere of economy and society too 
changes envisaged were firmly within a 
bourgeois.perspective. The basic assump¬ 
tions of economic thinking, even when an¬ 
chored on opposition to colonial exploita¬ 
tion, were the development of a capitalist 
order. The critique of revenue administra¬ 
tion and the system of inheritance which 
facilitated fragmentation of property and 
hence hampered accumulation of capital, 
the emphasis on import of capital and 
technology, the opposition to drain of wealth 
and export of raw material and a passionate 
commitment to industrialisation were part 
of a bourgeois vision. Although most of 
these ideas developed as a critique of 
colonialism, their inherent ideological and 
class character was quite evident. 

The influence of liberal-democratic 
premises were also manifest in social thought 
and action which by and laige remained 
within the parameters of bourgeois huma¬ 
nism. The main thrust of the efforts at social 
and religious regeneration was to create a 
new ethos which would compliment the 
emerging bourgeois order. The “refined in¬ 
dividuals, termed homes and refined society” 
the reform movements sought to create 
reflected this new ethos. Behind the attempts 
to oppose oppressive social institutions, to 
abolish social practices which militated 
against human dignity and to deny the 
monopoly of scriptural knowledge to priests 
by making .scriptures easily available and by 
simplifying rituals lay the forces of funda¬ 
mental changes occurring in Indian society. 
Mahadev Govind Ranade summed up the 
main features of ihe.se changes:” 

The changes we should alt seek is ihus change 
from constraint to freedom, from credulity 
to faith, from status to contract, from 
authority to rea.son, from unorganised to 
organised life, from bigotry to toleration, 
from blind fatalism to a sense of human 
dignity. 

If Ranade’s conception of change is read 
in the context of general socio-economic 
ideas which underlined thrift and economy, 
individual liberty and enterprise and change 
from otherworldliness to the pleasures of 
worldly existence, the unmistakable urge for 
the creation of the Ideological superstruc¬ 
ture of a bourgeois society can be discerned. 

Two aspects of humanist ideas that 
developed in colonial India would help to 
emphasise further the bourgeois premises of 
the intellectual community. First was a shift 
of emphasis from otherworldliness and 
supcrnaturalism to the problems of worldly 
existence that characterised the religious 
thought in colonial India. The religious pro¬ 
test and reform movements during the pre- 
colonial period—beginning with Buddhism 
to the heterodox sects in the eighteenth 
century—were invariably concerned with the 
ways and means of salvation. In contrast. 
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religious reform in colonial India was almost 
indifferent to this earlier preoccupation. 
More importantly even those who assigned 
a dominant role to religion, like Bankim 
Chandra Chatterjee and Vivekananda, gave 
relative importance to the needs of material 
existence over religious demands.'” 
Vivekananda, the higl) priest of neo- 
hinduism, almost consistently tried to make 
spirituality to take cognisance of material 
needs. ’** 

Integral to this shift of focus from other 
worldliness was the civil use of religion. The 
interpretation of religious scriptures and per¬ 
sonalities to serve the contemporary social 
and political needs and the invocation of 
religious ideas to eradicate institutions in¬ 
compatible wiih social progress were part of 
this pragmatic function. Ram Mohan’s and 
Vidyasagar’s appeal to vedic sanction for the 
emancipation of women, Keshub Chandra 
Sen’s application of monotheism to con¬ 
struct a castelcss society, Bankim’s inter¬ 
pretation of Krishna and Tilak’s reading of 
Gita are examples. To illustrate, Keshub’s 
prescription for a casteless society:” 

To believe in the fatherhood of God is to 
believe in the brotherhood of man; and 
whoever, therefore, is in his own heart and 
in his own hou.se worships the True God daily 
must learn to recognise all his fellow coun¬ 
trymen as brethren. Caste would vanish in 
such a state of society. 

The above perspective, relatively indif¬ 
ferent to the problems of soul and salvation 
and at the same time responsive to the im¬ 
mediate, was indicative of a new ethos, seek¬ 
ing to release the individual from various 
bonds which restricted his freedom of 
action. By questioning religious superstition 
and priestly control, associated with the 
quest for salvation, it paved the way for the 
restoration of human dignity and develop¬ 
ment of individualism. 

J'he second area in which humanism 
found expression was in a quest to under¬ 
stand the nature of inequality and its con¬ 
sequences, particularly, poverty and human 
suffering. Akshya*Kumar Dutt, an ardent ra¬ 
tionalist and a path finder in many ways, was 
perhaps the first to devote attention to this 
problem. He tried to demonstrate that pover¬ 
ty wa.s cau.sed by the appropriation of the 
fruits of labour of one section of society by 
another.’" Keshub Chandra Sen went a step 
further in his powerful essay, significantly 
entitled the “Men of Consequence”, in which 
he argued that wealth was created by poor 
classes, but enjoyed by the rich.” Address¬ 
ing the poor whom he described as ‘men of 
consequence’, he exhorted them to act in 
their self interest;"" 

Tho.se of you who are farmers or artisans, 
do you unite and stand up. Exert yourselves 
to the utmost to improve your condition, to 
forcibly stop outrage, cruelty and oppression 
to the tenantry... sleep no more. It is time, 
wake up. No one is there to speak for you. 
A more complex exposition of inequality 
was undertaken by Bankim in his essay, 
‘Samya’, which is a milestone in the intellec¬ 
tual history of modern India. Drawing upon 
a variety of sources—Rousseau, Proudhon 
and Mill on the one hand and Louis Blanc, 
Robert Owen and Saint Simon on the 
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other—Bankim set out to locate the causes 
of inequality and the nature of its manifesta¬ 
tion in Indian society. He accepted and 
justified inequality based on natural dif¬ 
ferences. but considered inequality 
engender^ by unnatural differences "unjust 
and harmful” to mankind.*' In the Indian 
context he identified three kinds of un¬ 
natural inequality; between the brahmin and 
the sudra, between the foreigner and the 
Indian and above all between the rich and 
the poor. These unnatural inequalities were 
considered responsible for India’s social 
backwardness and retrogression.** After 
elucidating rather radical views on inheri¬ 
tance of property, emancipation of women 
and exploitation of peasantry Bankim’s con¬ 
clusion was as follows:** 

We do not intend to give such explications 
of egalitarianism as,would imply that all men 
should be in the same condition. That can 
never be. Where there is a natural difference 
in intelligence, menial powers, education, 
strength, etc, there will be differences in 
conditions—no one will be willing to resist 
this. But the equality of rights is necessary— 
if one has the power, he should not be disap¬ 
pointed on the plea that he has no right. 
Despite the rhetoric in favour of the poor, 
the general critique of inequality and povmy 
was enclosed within a bourgeois perspective, 
for it was more concerned with ways for rein¬ 
forcing the system which generated inequali¬ 
ty, rather than transforming it. However, 
rhetorically and graphically the misery of the 
common man was detailed, remedy was 
sought in either enlightenment or class com¬ 
promise. For instance, after exhorting 
peasants and workers to rise up in self- 
defence, Keshub Chandra Sen offered the 
following remedy:** 

In advanced countries there has already 
begun a class war... We do not desire that 
the Proletarians should commit outrages. But 
we do certainly wish that they should without 
committing unlawful deeds, bring the land- 
owners to their senses... Did not god equip 
you with consciousness and understanding 
when he created you? Why then do you con¬ 
tinue in ignorant slumber... Hxert yourselves; 
put forth effort; receive enlightenment. 
Similarly Vivekananda, despite his vision 
of the future belonging to the sudras and 
identifying god with the poor, repeatedly 
came back to the acquisition of knowledge 
and spiritual enlightenment as solution.** 
The radical sections of Samya, particularly 
that on peasant exploitation, were deleted 
by Bankim in subsequent editions. 

That the intellectuals in colonial India 
were involved with the problem of poverty 
was in itself not very significant; given the 
then prevalent conditions th^ could not 
have remained insensitive to it. What was 
important, however, was how they viewed 
this question: whether their approach was 
from the standpoint of the poor or of the 
privileged. Generally it was tilted in favour 
of the latter and therefore while poverty was 
decried, the system and the structure which 
created it was not denounced. The emphasis 
was, therefore, on amelioration and trustee¬ 
ship and on providing opportunity to the 
poor to improve their condition, as other¬ 
wise the privileged themselves would be 
adversely affected. Such sentiments in dif¬ 


ferent forms can be traced in the social 
thought of almost every one in nineteenth 
century India. Akshay Kumar’s Dharamniti, 
although a part of a plea for organic growth 
in society, quite explictiy pointed out the 
adverse ^fects of poverty on the pri¬ 
vileged.** This class partisan perspective, 
among others, indicated the bourgeois 
ideological hegemony over the intellectuals 
in colonial India. 

The bourgeois-liberal premises had no 
direct co-relation with the nature of for¬ 
mative influences. Neither the English 
educated were not exclusively the carriers of 
this ideology, the vernacular educated also 
did not fail outside the pale of its influence** 
The different strategies of social change like 
‘reform’ and ‘revival’ were also enclosed 
within the same ideological spectrum. Thus, 
a ‘reformist’ Ram Mohan Roy and a ‘con¬ 
servative’ Radhakanta Deb or a rationalist 
Akshay Kumar Dutt and a ‘revivalist’ Daya- 
nand Saraswati or an English educated 
Ranade and a vernacular educated Narayana 
Guru had broad areas of agreement over 
several issues of ideological and structural 
transformation of society. This was because 
they were all ideologues of a developing 
bourgeois order and their social and political 
premises were liberal democratic. In course 
of time the liberal intelligentsia played an 
active role in the reproduction of bourgeois 
ideology and its eventual hegemony. 

Despite the historical antecedent of a 
bourgeois society in the west, the social 
transformation envisaged in India was not 
a replication of the western model, divorced 
from (he cultural specificity of Indian 
civilisation. The cultural tradition on the 
other hand became an important factor in 
the intellectual transformation of colonial 
society. 

CULTURE AND INTELLECTUAL 
Transformation 

The relationship between indigenous 
cultural tradition and intellectual transfor¬ 
mation in colonial India was mediated by 
the process of acculturation, occurring 
through the active intervention of state in¬ 
stitutions, voluntary organisations and 
religious orders. It was, therefore, not an 
organic relationship, based on an uninter¬ 
rupted interaction. The external cultural 
elements very decisively intervened in this 
relationship to influence the course and 
nature of intellectual transformation. 

The colonial cultural hegemonisation of 
which acculturation was an inevitable com¬ 
ponent tended to be denigrative of indi¬ 
genous culture. Hence the response of the 
subjected increasingly took to the defense of 
indigenous institutions and traditional 
culture. A resurrection of the past, an iden¬ 
tification of modernity in tradition, an in¬ 
quiry intended to establish the superiority 
of traditional knowledge and achievements 
—a nativitistic tendeni^ In general—became 
the chief characteristic of this quest. The 
intellectual transformation was inevitably 
bridled by this historical necessity, which 
induced the development of involuntary 
thought, defense of culture and eventually 
even sectarian perspectives. 


The areas in which colonial cultural enter¬ 
prise met with immediate response were 
religion, language and education. 

One of the early expressions of cultural 
response in colonid India was related to the 
implications of colonial presence to the 
religion of the subjected people. Various 
legislative measures undertaken by the state 
which impinged upon the religious sensi¬ 
bilities of the people aroused considerable 
apprehension. Sharpar reaction was with 
resist to the evengelising endeavours of 
Christian missionaries. 

Indian society had always favoured fair 
play in religious matters, so that different 
religious denominations enjo:^ considerable 
freedom in projecting the principles of their 
faith. In fact, theological disputations 
formed an important component of Indian 
intellectual quest. The activities of Christian 
missionaries had hence gone on for centdries 
without attracting any serious opposition. 
It however assumed an entirely different 
dimension during the course of the nine¬ 
teenth century. Although christianisation 
was not on colonial agenda a nexus between 
government officials and missionaries came 
to be established during this period. Within 
the government a strong lobby favoured en¬ 
couragement to missionary pursuits, not 
only as a religious enterprise but also as a 
possible prop for the permanence of the 
Empire, as they believed that evangelisation 
would help ensure loyalty. The activities of 
some of these officials gave the impression 
that the missionaries were acting in col¬ 
laboration with the government. The inter¬ 
vention of British officials to ensure the right 
of converted Christians to use public wells 
in Bombay, Pune and Ahmednagar,** the 
partiality of officials to missionaries and 
converts in public disputes*’ and the at¬ 
tempts to introduce a Christian content in 
education’” were convincing examples of 
this connection. The court judgments in 
which converts were. favoured with the 
custody of their wives and children had 
made even the judiciary look partisan.*' 
The colonial system of education itself was 
viewed as an attempt to indirectly help chris¬ 
tianisation.’* A letter to the editor in 
Bombay Gazette clearly underlined the con¬ 
nection between the government and the 
missionaries.” 

It is belter to have an open enemy than one 
under the garb of friendhsip. In fact the 
English government acts in the latter capacity 
with its subjects. It superficially claims 
against any sort of interference in religious 
matters, and inwardly assists its cause with 
a persecuting spirit. A few years back no mis¬ 
sionary could dare entice a lad underage to 
Christianity, but thisjsdone with perfect im¬ 
punity now-a-days, with the assistance of the 
police. 

In the light of this connection the mis¬ 
sionary propaganda based on a denigration 
of indigenous culture was looked upon its 
a part of a design to undermine, if not 
destroy, the existing reli^ous beliefts in order 
to facilitate conversion to Christianity. This 
inevitably led to a virulent opposition to mis¬ 
sionary propaganda and activities as well as 
a defence of indigenous culture and institu¬ 
tions. Muthukutty Swami in Ihinil Nadu. 
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Debendranafb Ikgote in Bengal, Vidinubawa 
Brahmachari in Maharashtra. Makti Ihngal 
in Kerala and a large number of relatively 
unknown social activists in various parts of 
the country gave expression to this cultural 
quest. 

The initial response was to disprove the 
missionary propaganda at a religious plane 
by referring to its fallacy, first in relation to 
Christian doctrines themselves and secondly 
by pointing out the religious truths con¬ 
tained either in hinduism or in islam. In 
Bengal the initiative was taken by Ikttva- 
bodhini Sabha under the leadership of 
Debendranath Ihgore and Akshya Kumar 
Dutt. The vigorous campaign mounted by 
'its members against the missionaries was so 
effective that Alexander Duff described the 
Sabha as “the grand counter antagonist of 
an aggressive Christianity”.’^ The members 
of the Sabha undertook the ctarification and 
defence of the basic tenets of hinduism 
through the publication of several pamph¬ 
lets, of which most important and influential 
was “Vaidantic Doctrines Vindicated”.” 

The missionary propaganda against hin¬ 
duism drew equally strong reaction in 
Maharashtra. John Wilson’s interpretations 
of hindu theology and religious practices did 
not go unchallenged and several tracts were 
written to highlight the distortions contained 
in them and to convey the real essence of 
hinduism propounded by the sha.slras. A 
society was formed in Bombay for the 
defence of hinduism and a monthly journal 
was also started with the .same purpose.’*’ 

Vishnubawa Brahmachari, a brahmin 
a.scetic, who had composed ‘An Essay on 
Bcncficient Government’ which has been 
hailed as a project for the establishment of 
a casteless and classless society, tried to 
create a more popular base to this religious 
response. Every Saturday evening he held 
lectures and discussions at Chowpatty which 
drew very large audience. Reporting on one 
of his meetings, Bombay Gazette noted (hat 
“the place was densely thronged, not, as one 
might suppose, by old hindus, but by the 
more enlightened and awakened classes of 
the community”.” In these lectures he 
referred to the attacks made upon hinduism 
by missionaries, to the existence of mission 
schools, to the defections that had taken 
place; the ignorance in which hindus generally 
were of their own religion, their consequent 
inability to defend it when assailed and then 
demonstrated evidence to defend it from 
arguments that had been brought against it. 
He distinguished between the knowledge of 
arts arid sciences and of god. While con¬ 
ceding the superiority of European 
knowledge in former, hinduism was pro¬ 
jected as the true religion superior to Chris¬ 
tianity.’* Later on he .systematised his ideas 
and arguments in a book entitled, “Vadokta 
Dharma Prakasa” published in 1859.” 

Vishnubawa’s campaign created consi¬ 
derable stir in Bombay and the missionaries 
sought to refute his arguments through 
public discourses, pamphlets and articles in 
nevApapers. The American missions brought 
out a. book entitled, “Discussions on the 
Seaside” to silence the Bawa.*** In open 
debates, however, the hindu audience carried 
the impression that the missionaries were no 


match fee the Bawa ana that the former had 
no answer to his arguments.** 

The reaction in other communities was 
almost similar. Hgji Muhammad Hashim, 
Makti Ihngal and several others rose to the 
defence of Islamic faith.*^ Makti Ihngal 
travelled throughout Kerala to counter the 
missionary propaganda and to educate the 
muslims about the real nature of their 
religious faith. 

The cultural defence implicit in religious 
response embraced almost all spheres of 
culture during the course of the nineteenth 
century, particularly during its latter half 
when the consequences of colonial cultural 
intrusion was more strongly felt. It was ex¬ 
pressed in two ways: first, the creation of an 
alternative to colonial cultural practices and 
second the revitalisation of traditional in¬ 
stitutions. While the attitude towards educa¬ 
tion and language underlined the former, the 
inquiry into traditional knowledge and the 
effort to translate it into contemporary prac¬ 
tice formed a part of the latter. 

The educational ideas of Indian intellectuals 
were qualitatively different in their basic 
premises and purpose from those of the col¬ 
onial system.^' An important dimension of 
their ideas was a sensitivity to the cultural im¬ 
plications of colonial education with English 
as the medium of instruction. The influence 
of colonial education which drew upon the 
elements of an alien culture and upon the 
historical experience of a different civilisation 
was primarily denationalising, as it alienated 
the members of the educated middle class 
from their cultural moorings and had made 
them “blindly imitate what others have 
done”.** This was not conducive to the 
cultivation of mind and hence was a stumbling 
block in the national progress. An essay .on 
‘The Present Condition of Education’, publis¬ 
hed in Tattvabodhmi Patrika, was represen¬ 
tative of this widely shared sentiment:*’ 

Our faculties would have developed freely 
and our national progress would have com¬ 
menced, if our thoughts were not influenced 
by English. The books that are being pres¬ 
cribed in the schools and colleges are com¬ 
pletely devoid of any national feeling. . The 
books on ancient Indian history are written 
by foreigners who are biased towards their 
own race and therefore unnecessarily criticise 
the people of this country. The students who 
study these books hardly learn about their 
real past. 

The efforts to develop and enrich the 
vernacular languages was a part of this 
national-cultural perspective. One of the 
reasons attributed for the backwardness of 
this country and its ‘present degraded con¬ 
dition’ was the neglect of vernacular langu¬ 
ages and the lack of knowledge in them.** 
That Indians will not be able to realise their 
intellectual and creative potential unless 
instructed through their mother tongue was 
a widely shared conviction.*^ The enrich¬ 
ment of the vernaculars was therefore under¬ 
taken as a cultural project to counter the 
‘baneful influences' of English education. 

The emphasis on the vernacular repre¬ 
sented an attempt to redirect attention from 
the progressive qualities attributed to the 
various components of the colonial cultural 
complex to the elements of indigenous 


culture, crucial to socio-political advance¬ 
ment. An inquiry into the inherent qualities 
of traditional institutions, which was not 
devoid of glorification and romanticisation, 
was integral to this quest. The knowledge 
about the past produced by the Asiatic 
researches, though conducted in “obscureW 
organised political circumstances”,** 
opened up the possibilities. The Tktt- 
vabodhini Sabha promoted inquiry into 
Indian history and culture, however, with a 
perspective different from that of the Orien¬ 
talists. Its aim was to demonstrate how 
“India was a symbol of righteousness and 
greatness and among all countrymen hindus 
were given a superior position”.** Rajen- 
dralal Mitra and Bhudev Mukherjee in 
Bengal. Vishnu Shastri Pandit and Vishnu 
Narayan Mandalik in Maharashtra, Daya- 
nand Saraswaii and Pandit Guru Datt in 
Punjab and several others in various parts 
of the country pursued this ideal. 

Strongly influenced by ‘nativism’, this 
quest for cultural defence was a complex 
phenomenon. It was not just an attempt at 
religious revival and glorification, but an in¬ 
tellectual inquiry into the past, embracing 
almost every field of social, cultural and 
political endeavours: Indian system of 
medicine, potentialities of pre-colonial 
technology, Indian music, hindu drama, 
political .sy.stcm. condition of women and so 
on. The attempt was to prove Indian superi¬ 
ority in all these fields and thus to suggest 
that the present was not an index of what 
Indians were capable of. Implicit in this at¬ 
tempt was the assumption that regeneration 
and restructuring of the existing cultural 
complex were necessary pre-requisities for 
the realisation of this potential.^** Hence the 
Indian mind increasingly turned inward. 

The manner in which culture and ideology 
thus came into play engendered a certain 
contradiction in the nature of intellectual 
transformation in colonial India. The dual 
character of the cultural struggle, inevitably 
brought about by colonial presence, impinged 
upon the construction of a vision fully in¬ 
corporating either bourgeois ideology or 
traditional culture. An uninhibited interac¬ 
tion between the two was also negated by 
the mediation of colonial culture. The in¬ 
tellectual transformation of colonial society 
reflected the ambiguities and contradictions 
inherent in this historical process. 


Notes 
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Iliiuliistun Dcirr-Olivrr 

HINDUSTAN DORR-OLIVER has 
become one of the Chhabria group of 
companies in India with the acquisition 
of 66.67 per cent equity in the company. 
M R Chhabria has been elected as chair¬ 
man of the company and T R Krishna 
Rao, Chairman and Managing Director, 
has stepped down as Chairman but will 
continue as the managing dirK:tor. An¬ 
nouncing this in Bombay, Chhabria told 
newsmen that Hindustan Dorr-Oliver’s 
turnover and profits for the year ending 
November 1987 are very good and are 
comparable to the record performance it 
had in 1985-86. The company expects to 
do even better in Hscal 88 and 89. The 
company has plans for diversification in¬ 
to other high-tech areas and he is confi¬ 
dent tha it has a very bright future ahead. 
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Class Analysis in a Village Society 

A Cluster Theoretic Approach 

Maitreyi Chaudhuri 

This paper applies the statistical technique of Cluster Analysis for dividing the agricultural population into 
classes by applying three criteria simultaneously: (i) sale/purchase of labour power; (ii) sale/purchase ofproducts; 
and (Hi) caste/tribal identities. 


I 

Introduction 

IN the present paper we explore the 
possibilities of applying the statistical techni¬ 
que of Cluster Analysis for dividing the 
agricultural population into a number of 
classes on the basis of a few economic and 
social variables. 

The concept of classes for agricultural 
sector is well established in the Marxian 
literature. As is well known, Lenin [1] divided 
the agrarian sector into the following classes. 
The classes are as follows: 

Class 1: This class, called Landlords, con¬ 
sists of the big landowners who get their 
land cultivated with the help of tenants, 
wage labourers and also by neighbouring 
small peasants. 

Class 2: This class, called Rich Peasants, are 
capitalist entrepreneurs in agriculture. While 
they get their land cultivated mainly through 
hired labourers, they also participate, to a 
limited extent, in rhe manual labour of 
cultivation. 

Class 3: The members of this class, called 
Middle Peasants, either as owners or as 
tenants hold plots of land that are small but, 
under capitalism, sufficient to provide not 
only meagre subsistence for the family but 
may also produce a certain amount of 
surplus and quite frequently hire wage 
labourers. This is the same class that was 
termed the class of Upper Middle Peasants 
by Patnaik [2]. 

Class 4: This class consists of small peasan¬ 
try who either as owners or as tenants hold 
small plots of land which enable them to 
satisfy the needs of their families and their 
farms, i e, they are subsistent farmers. Also 
they do not hire labour. This is the same 
class that was termed the class of Lower 
Middle Peasants by Patnaik [2]. 

Class 5: This class consists of those who earn 
thie livelihood partly as wage labourers and 
partly by cultivating their own rented land. 
Tltis is the class of Poor Peasants or 
Semi-Proletarians. 

Class 6: This class consists of full time 
Agricultural Labourers whose main source 
of income is wage labour. 

Mao-Tse HinglS] stratified the agrarian 
sector into following five classes: 

Class I — The Landlords: This class consists 
of those owners of land who do not engage 
in manual labour in cultivation themselves, 
or do so only to a very limited extent and 
live by exploiting the peasants. The main 


form of exploitation is collection of land 
rent. Hiring of labour is also another form 
of exploitation 

Class 2 — The Rich Peasants. The rich 
peasants own land. But some of them may 
rent a part or whole of thdr land. These rich 
peasants engage themselves in manual 
labour of cultivation to some extent, but 
depend mainly on the exploitation of hired 
labourers. 

Class 3 — Middle Peasants. This class con¬ 
sists of middle peasants some of whom are 
partly owners and partly tenants and the 
others are purely tenants. All of these 
peasants have a f^air number of farm im¬ 
plements and derive th«r income wholly or 
mainly from their own labour. Generally 
they neither use hired labourers nor work as 
wage labourers. This class is economically 
self supporting. This is the class of lower 
middle peasants. Some well-to-do middle 
peasants employ, to a small extent, hired 
labourers. They have, every year, some 
surplus grain. This is the class of upper 
middle peasants. 

Class 4 — The Poor Peasants. This class con¬ 
sists of the members some of whom have 
small bits of land and others have no land 
at all. The poor peasants have a few odd 
farm implements and generally have to rent 
the land they work on or have to hire 
themselves out to some extent. This class of 
peasants are thus subject to exploitation. 
Class 5— The Workers. This class consists 
of the full time farm labourers who own no 
land or farm implements. They mainly earn 
their livelihood by working as wage 
labourers. 

J E Roemer [4] has recently demonstrated 
the derivation of these five classes with the 
rigour of mathematics starling from a cer¬ 
tain definition of “exploitation”. 

Both Lenin and Mao-Ike lling based their 
definitions on the concept of exploitation of 
labour. From the above description of the 
classes it is clear that (i) the landlords and 
the rich peasants are significant net sellers 
of their products; (ii) the upper middle 
peasants may have some surplus products 
a part of which they may sell in the market; 
(iii) the lower middle peasants are subsistent 
farmers; (iv) the poor peasants and the 
agricultural labourers arc net purchasers in 
the product market. 

Many non-Marxist researchers thins that 
caste-tribal identities are important factors 
for the identification of classes in the case 
of India. 


We thus see that an individual may be 
classified in three different ways using the 
following three concepts (i) the sale/puichase 
of labour power; (ii) the sale/purchase of 
products; and (iii) caste/tribal identities. Ap¬ 
plying the criteria separately sve may airive 
at three different schemes of class divisions. 
It appears to us of interest to try to apply 
the three criteria simultaneously. If we do 
so, the problem comes within the scope of 
Multivariate Analysis. This is exactly what 
we have done to see to what extent applica¬ 
tion of the method of Cluster Analysis 
which is a method that ensures intra-class 
homogeneity and interclass heterogeneity 
may yield meaningful classes. From our 
analysis to follow it would appear that while 
consideration of the first two variables are 
helpful to obtain a clear picture of different 
agrarian classes that exist in our village 
society, the inclusion of the third variable, 
that is the caste factor, may not be so helpful 
in deriving useful results. 

II 

The Data 

Data have been collected by conducting 
a field survey in the village Amdahara of 
Bolpur-Sriniketan Block. We have used the 
method of complete enumeration. Data have 
been collected from all the households regar¬ 
ding (a) sale and purchase of labour power 
and also utilisation of family labour during 
the last harvest season; (b) sale and purchase 
of paddy during the last one year; and 
(c) caste/tribal identities. They have been 
used to obtain for each family ordinal 
variable values as in Ikbie A. 

The characteristics oLa household can 
thus be denoted by x, y, z, where x 1, 
2,.. .7, y = 1, 2, 3 and z = 1, 2, 3, 4. 

III 

The Method 

Clusters are mutually exclusive subsets of 
elements in the set of observations. What we 
achieve by this method of clustering is in¬ 
tuitively discussed below. 

We have, here, 31 perfectly homogeneous 
groups corresponding to the 31 out of 84 
combinations of x, y, z, which have non-zero 
frequencies. We would tike to obtain a fewer 
number of groups and the clustoing method 
is meant to achieve this. It combines similar 
groups into a smaller number clusters. In the 
process of doing this it necessarily introduces 
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8 certain amount of heterogeneity within 
each group. The method aims at minimising 
within group heterogeneity and maximising 
between group heterogeneity. 

For continuous variables within group 
homogeneity and between group hetero¬ 
geneity are measured with the help of the 
measure called Generalised Variance, lii the 
present study, however, we are dealing with 
discrete ordered variables, that is. Ordinal 
yartabks. For Ordinal Variables there is a 
method of clustering suggested by 
Hartigan[5]. Hartigan, however, deals only 
with the case of each group containing on- 

Tahi b A 

Characteristic Variable 

Value 

Variable x: Net saie/purvhase of labour power 
and utilisation of family labour 
Households leasing out their land 
totally I 

Households using only hircct 
labour 

Households using more hired 
labour'than family labour 
Households using more family 
labour ihan hired labour 
Households using family labour 
only 5 

Households using family labour 
on self operated (owned i leased 
in) farms and also working as 
wage labourers ft 

Households of landless 
agricultural labouiers 7 

Variable y: Net sale/purchase of paddy 

Net seller ot paddy (net sale of 
paddy being more than one 
quintal) I 

Neither a seller nor a purchaser of 
paddy (net sale or net purchase 
of paddy being less lhan one 
quintal) 2 

Net purchaser of paddy (net 
purchase of paddy being more 
than one quintal) 3 

Variable z' Caste,'tribal identities 

Brahmin (B) I 

Non-brahmin casie hindu (NBCH) 2 
Scheduled caste (SC) 3 

Scheduled tribe (ST) 4 


ly a nn^ dbiervation. have extended his 
method to cover cases where a groiqs may 
contain a number of observations. Vib have 
aUo suggested further improvements to en¬ 
sure greater homogeneity within the clusters. 
The method suggested here involves itera¬ 
tions. In eadi iteration the error of partition 
(E), a measure of within cluster hetoogeneity 
is made to get reduced. 

In the present method of clustering there 
are following two steps in each iteration: 

(i) Derivation of Cluster Centres; 

(ii) Allocation of the households on the 
basis of minimising the distances from 
these Cluster Centres. 

The mathematical rules about the above 
steps are described in the Appendix. 

IV 

The Results 

Two-Variable Case 

Let us first discuss oui results when the 
clustering is made on the basis of the two 
variables (i) net employment of labour; and 
(ii) net sale of paddy. Tabic 1 gives the 
distribution of 156 households in different 
cells when the classification is based on the 
above two variables. The total number of 
final clusters is 8 (Table 3), and the alloca¬ 
tion of households are given in Table 4. The 
rule of allocation is given in detail in the 
Appendix. The clusters are described below. 
Cluster I: Households getting their land 
cultivated either with the help of tenants 
or hired labourers and purchasing paddy 
[(1.3) -I- (2, 3) type of households] and also 
the households getting their land cultivated 
with the help of tenants and neither selling 
nor purchasing paddy [ (I, 2) households). 
This cluster contains members who are 
either females or service holders and are not 
able to participate in manual labour of 
cultivation. Moreover, the size of plots for 
these households are not large enough to 
produce surplus and can provide subsistence 
only in three cases. This most of these 
households are net purchasers of paddy. 
Cluster 2: Households getting their land 
cultivated with the help of tenants or hired 
labourers and selling paddy [ (1,1) + (2,1) 
type of households] and also households 
getting their land cultivated with the help of 
hired labourers and neither selling nor pur¬ 
chasing paddy [ (2, 2) households). The 


(2.2) households aie much smaller in 
number than either (1, 1) or (2, 1) house¬ 
holds. The cluster 2 is very close to the class 
of landlords. The only diffo’ence is that the 
cluster contains two (2, 2) type of house¬ 
holds. 

Cluster 3: Households using more hired 
labour than family labour and (i) selling 
paddy and (ii) purchasing paddy, i e; (3,1) + 

(3.3) households. This cluster coincides widi 
the class of rich peasants if we ignore the 
only (3, 3) households in it. Net purchases 
and net sellers of paddy may not be grouped 
together meaningfully. If we delete the (3, 3) 
household from the cluster the cluster 3 will 
finally consist of only (3. 1) households. 
Cluster 4: Households using more family 
labour than hired labour or only family 
labour and selling paddy [ (4, 1) -t- (S, 1) 
type of households). This gives the class of 
upper middle peasants. 

Cluster 5: Households using more family 
labour than hired labour or oply family 
labour and neither selling nor purchasing 
paddy ((4,2) -h (5,2) type of households). 
This represents the class of lower middle 
peasants. 

Cluster 6: Households using more family 
labour than hired labour or only family 
labour and purchasing paddy [ (4, 3) + 
(5, 3) type of households). Most of the 
households belonging to this group have 
other non-agricultural occupations. The 
households belonging to this cluster are quite 
common in the rural areas. The members 
belonging to these households own small 
plots of land. Some of the households may 
also use a small amount of hired labour. But, 
for most of the households some of the 
members may have non-agricultural occupa¬ 
tions like weaving or carpentry. MembWs 
from some of the households may work in 
the village shops and some may work as 
priests in the village temples. Such occupa¬ 
tions provide suffldent income that enable 
them to puRhase paddy. 

Cluster 7; Households using only family 
labour on self operated farms and also 
working as wage labourers and piuchasing 
paddy [ (6, 3) type of households). This 
represents the class of poor peasants. 
Cluster ft Households selling labour and 
purehasing paddy [ (7,3} households ). This 
gives the class of landless agricultural 
labours. 


Table 1: Classificahon of the Households According to Net Labour Empioyment and Net 

Sale of Paddy 


Net Sale of Paddy Total 

Net Labour Employment 


1 

5(1.1) 

3(1.2) 

14(1.3) 

22 

2 

6(2.1) 

2.(2,2) 

3(2,3) 

11 

3 

6(3,1) 

— 

1(3.3) 

7 

4 

13(4,1) 

5(4,2) 

4(4.3) 

22 

5 

4(5.1) 

16(5,2) 

4(5.3) 

24 

6 



26(6.3) 

26 

7 



44(7,3) 

44 


34 

26 

96 

156 


Note. Figures within brackets denote the values of the variables and y respectively. Codes for 
net labour employment and net sale of paddy are given in Section II. 


Three-Variable Case 
Let us now discuss the classification 
scheme based on three variables, viz (i) the 
net employment of labour x; (ii) the net sale 
of paddy y, and (iii) the caste/tribal iden¬ 
tity z. Ihbles 2(A), ^(B), 2(C) and 2(0) give 
the distribution of 1S6 ho'iseholds in dif¬ 
ferent cells when the classiHcation is based 
on the above three variables. The cluster cen¬ 
tres and the allocation of the households in 
different cluster are given in Ihbles S, 6. The 
clusters are described below. 

Cluster 1: Brahmin households getting their 
land cultivated purely through temints or 
hired labourers or using both family labour 
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and hiied labour and purchasing paddy 
[Housdioldsof typeO, 3,1) -f (2. 3,1) + 
(3, 3, 1) * (4, 3, 1)]. This cluster contains 
Brahmin households whose members have 
small plots of land and mai^y of whom pur¬ 


sue some non-agricultural occupations. In 
some cases the heads of the households are 
widows. These households are net pur¬ 
chasers of paddy. The members of these 
households get their land cultivated by 


tenants and nireo labourers and. in some 
cases, they themselves also take part in the 
manual labour of cultivation. 

Cluster 2: Non-Brahmin Caste Hindu 
(NBCH) households getting their land 
cultivated either through tenants or through 
hired labourers and purchasing paddy and 
also one scheduled tribe (ST) household get¬ 
ting the land cultivated through tenants wd 
purchasing paddy (Households of type 
(1. 3, 2) + (2. 3.2) + (I, 3.4)]. This cluster 
contains mostly the NBCH households who 
get their land cultivated cither through 
tenants or through cultivators and purchase 
paddy. As in Cluster 1, most of the members 
of the households belonging to this cluster 
pursue non-agi icuitural occupations and the 
ploti owned by them are also small. To this 
cluster also belongs only one ST household 
purchasing paddy and getting their land 
cultivated through tenants. This household 
contains only one old Santhal woman in- 
capable-of performing any manual labour 
of cultivation. 

Cluster J: NBCH households getting their 
land cultivated through tenants and either 
selling paddy or remaining subsistent 
(i c, neither selling nor purchasing paddy) 
(Households of type (1, 1, 2) +(1, 2, 2)). 

Cluster 4: NBCH households getting their 
.land cultivated thrqugh hired labourers and 
either selling paddy or remaining subsistent 
(Households of type (2, I, 2) f (2, 2, 2)]. 

Clusters 3 and 4 contain NBCH house¬ 
holds getting their land cultivated either 
through tenants or through hired labourers 
and cither selling paddy or remaining sub- 
si.stent. in 5 out of 11 cases the households 
are neither selling nor purchasing paddy, 
i c, remaining subsistent. These clusters arc 
very close to the class of landlords. The only 
exception is that these contain S subsistent 
households also. The members of these 
households have small plots of land and they 
earn an income from other non-agricultural 
occupations.'Thc households are subsistent 
only in term of paddy. But they accumulate 
surplus from other sources. 

Cluster 5: NBCH households using more 
hired labour than family labour and .selling 
paddy [(3, I, 2) households]. This cluster 
represents the class of rich peasants. 
Cluster 6: Brahmin households using more 
family labour than hired labour and selling 
paddy and NBCH households using.more 
family labour than hired labour and (i) sell¬ 
ing paddy, (ii) purchasing paddy and (iii) re¬ 
maining subsistent (Households of type 
(4, 1. 1) 4. (4. I, 2) -t (4, 2. 2) + (4, 3, 2)]. 
This cluster represents mainly the class of 
middle peasants. The hou.scholds belonging 
to the class consist of members who are 
cither Brahmins or Non-Brahmin Caste Hin¬ 
dus. The Brahmin households are net .sellers 
of paddy ((4, 1, 1) typc|. Among the NBCH 
households, there exists the following 
categories; 

(i) net sellers of paddy [(4, I, 2) 
households] 


Table 2(A): Ci.assification of Bkahmin Households Accordinu to Net Labour Employment 

AND Net Sale of Paddy 


"---.^^Net Sale of Paddy 1 

Net Labour'-'--...,^^^^ 

Employment 

2 

3 

Total 

I — 


2(1.3.1) 

2 

2 — 

— 

1(2.3,1) 

1 

3 — 

— 

1(3,3.1) 

1 

4 — 

5 

1(4,1.D 

l(4.l.l) 

2 

6 — 

— 


— 

7 — 

— 

— 

— 

Total 1 

0 

5 

6 


.Mote: Figures within brackets denote the values of the variables x, y anc z respectively. 

Tablf 2(B): Classification of ihe Non Brahmin Caste Hindu Households Acc-ordinc. to 
Net Labour EmpiovmeVh and Net Saie or Paddy 


Net Sale of Paddy 
Net Labour ~^ 
Employment 


Total 



1 

5(l.l.2) 

3(1.2,3) 

11(1,3.2) 

19 


2 

6(2.l.2) 

2(2,2,2) 

l(l.3.2) 

9 


3 

6(3,1,2) 


l(3.3,2) 

7 


4 

2(4,1.2) 

3(4.2.2) 

1(4,3.2) 

6 


5 

6 

■' 

1(5,2,2) 

4(5,3,2) 

5 

Total 

7 

19 

9 

IK 

46 


Mo/e: Figures within brackets denote the values of the variables x, y and z respectively. 

Tahi e 2(C); Cl assifk ai ion oi thf St hi-dulfd Castf Housriioi ns ac toRDiNC. irt Nn I.aboiir 
Hmpioymfnt and Nm Saif of' Paddy 


Net Sale of Paddy 1 

Net Labour -_ 

Employment ' ' • 

2 

3 

Total 

1 

2 

3 

4 

5 

6 

7 

Total 

7(4.1.3) 

3(5,1,3) 

10 

l(4.2.3) 

5(5.2.3) 

6 

2(4,3.3) 

13(6,3.3) 

28(7,3.3) 

43 

0 

0 

0 

10 

8 

13 

28 

59 

Note: Figures within brackets denote the values of the variables x, y and z respectively. 

Table 2(D): Classification ok the Scheduled Tribe Hoilsehoi ds Accordino to Nlt 
Laboi<k Employment and Net Sale of Paddy 

~-^.^Nct Sale of Paddy 1 

Net Labour^ 

Employment ^- 

2 

3 

Total 

1 

2 

— ' - 

— 

1(1. 3, 4) 

1 

3 

4 

3(4. 1, 4) 

1(4. 2. 2) 


4 

S 

1(5. 1. 4) 

10(5, 2. 4) 

— 

11 

6 

— 


13(6. 3. 4) 

13 

7 

— 

_ 

16(7. 3, 4) 

16 

Ibtal 

4 

11 

30 

45 

Note; Figures w^hin brackets 'denote the values of the variable* x, y and z respectively. 
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(ii) subsisi.int housenolds [(4, 2, 2) 
households] 

(iii) net purchasers of paddy [(4, 3. 2) 
households). 

Since net sellers and net purchasers of paddy 
may not be grouped together meaningfully, 
we delete the only one NBCH household 
purchasing paddy [(4,3,2) household] from 
this cluster. Thus the final cluster contains 
only 1(4, 1, I) + (4. I. 2) + (4, 2. 2)] 
households. 

Cluster 7: Scheduled Caste (SC) households 
(i) using more of family labour than hired 
labour and selling paddy and (ii) using only 
family labour and selling paddy and also 
Scheduled D-ibe (ST) households using more 
of family labour than hired labour and sell¬ 
ing paddy (Households of type (4, 1, 3) -i- 
(5. I, 3) + (4, 1, 4)]. This is the cluster of 
ST and SC households selling paddy. Most 
of these households use more family labour 
than hired labour and in 3 out of 10 ca.ses, 
the households use only family labour. 
Clusters 6 and 7 together closely represents 
the class of upper middle peasants. 
Clusters-. NBCH households (i) using only 
family labour and purchasing paddy, (ii) using 
only family labour and remaining subsistent; 
and SC households (i) using more family 
labour than hired labour and remaining .sub¬ 
sistent (ii) using more family labour than 
hired labour and purchasing paddy and 
(iii) using only family labour and remaining 
subsistent [Households of type (5, 3, 2) t- 


(5, 2, 2) + (4. 2, 3) + (4, 3. 3) + (5, 2. 3)]. 
Out of 13 households belonging to this 
cluster, there are 7 households who use either 
family labour only, or more family labour 
than hired labour and remain subsistent. 
These are the households of middle peasants. 
But there are other 6 households who use 
either family labour only or more family 
labour than hired labour but who are net 
purchasers of paddy. 

Cluster 9-. ST households using (i) only fami¬ 
ly labour and remaining subsistent (ii) using 
more family labour than hired labour and 
remaining subsistent and (iii) using only 
family labour and selling paddy (one in 
number) [Households of type (S, 2, 4) -t- 
(4, 2, 4) -f (5, 1, 4)]. This cluster mainly 
represents the class of ST middle peasants 
remaining subsistent. But this cluster also 
contains only one ST household using only 
family labour and selling paddy. This cluster 
is very close to the cluster of lower middle 
peasants. Clusters 8 and 9 together also 
closely represents the class of lower middle 
pea.sants. But there are other households 
purchasing paddy and only one household 
selling paddy also. But the number of such 
households are comparatively smaller as 
compared to the total number of households 
belonging to these clusters. 

Cluster lO. SC hou.seholds using only family 
labour on self-operated farms and also 
working as wage labourers and purchasing 
paddy [(6, 3, 3) households]. 


Cluster 11: ST households uring only family 
labour on self-operated farms and also 
working as wage labourers and purchasing 
paddy [(6,3.4) households], clusters 10 and 
11 jointly present the class of small 
peasants. 

Cluster 12: SC households selling labour and 
purchasing paddy.[(7, 3, 31) households].- 
Cluster 13: households selling labour and 
purchasing paddy [(7, 3, 4) households]. 
Clusters 12 and 13 jointly represent the class 
of landless agricultural labourers. 

From the above discussion it appears that 
in most of the cases SC and ST groups 
behave identically. Thus, it would be helpful 
to consider SC and ST populations as one 
group. 

V 

Conclusion 

Following the method of Cluster Analysis 
we have divided the agricultural population 
of a village into difterent classes on.the basis 
of three variables (i) net sale or purchase of 
labour power; (ii) net sale or purchase of 
paddy; (iii) caste-tribe rank. Using the first 
and the .second variables simultaneously we 
have obtained different classes which are 
very clo.se to the classes defined by Lenin and 
Mao-Tse Ting. Some of the classes are even 
identical to those defined by them. When we 
include the third variable into our analysis 
the results arc less appealing. This is due to 
the fact that, now-a-days, even in a village 
society, caste occupations are not strictly 
pursued. 

Appendix 

Method 

Let us discuss the method of Cluster for¬ 
mation using these variables x, y, z.' Let x 
take Values 1, 2, ... 7, y take values 1. 2, 
3 and z take values I, 2, 3, 4. Wc have 156 
households which have been grouped into 
31 cells prepared on the basis of the variables 
\, y, / (tables 2(A)-2(D)). Let n,|i be fre¬ 
quency in the cell combining the ith value 
of X with jth value of y and kth value of z. 

Let us consider a particular value i (1) of 
X. Next for this i (1) we compute the values 

of n,j„ - t ^ n„i, for different values of 

j and select that j(l) for which n,,o i,s the 
largest, l or the same i we also compute for 

} 

ctich k, n,„^ .= f n,,. and select that 

k(l) for which n,„^ is the largest. In this way 
we get a combination of the form (i(l). j(l), 
k(l)). This is done for all the 7 values 
of X and we get 7 such combinations. 

Next, let us consider a particular value 
j(2) of y and repeat the process over the 
variables x and z. We get a combination of 
the form (i(2), j(2), k(2)). This is done for 
all the three values of y and we get 3 such 
combinations. Similarly, for 4 values of z we 


TAHir3; l-iNAi C'tiiMi R C't NIKI s .VNo DisikmuiioN oi Tuosf House Hdti)'. Which Biak 
Exaciis Same Charm ii rimu s As C'U'sn R C'i niris 


Clu.ster Centres No of Households 


(1) Households getting then land cultivated ihioiigh tenants and pur¬ 
chasing paddy.(I, 

(2) Hou.seholds getting theii land cultivated ihiotigh hired labour and 
selling paddy (2. I) 

(3) Households using more hiK-d'laboui than lamily labour and selling 
paddy (3, I) 

(4) Households using moio family laboui llian hired luboiii and selling 
paddy (4, 1) 

(5) Households using only family labour and iieiiher selling iioi pui- 
cha.sing paddy (5, 2) 

(6) Households using only familv labour and purchasing paddy (5. 3) 

(7) Households using family labour on sell opeiaied land and also 
working as wage luboiiiers and purchasing paddy (6, 3) 

(8) Households of landless agrieiiltural labourers purchasing paddy (7, 3) 
Total 


Note-. * firand modal clusici 

Tabi f 4: Ai i/x'ATioN oi 156 Househeilds to Different Clusters 

Cluster 

TVpes of Households 

Number of 

Centres 

Allocated 

Households 

(1) (1,3) 

(1, 3)-K2. 3) + (l, 2) 

144-34-3 = 20 

(2) (2, 1) 

(2, l)-F(l, l)-f(2. 2) 

6 + 5 + 2 =. 13 

(3) (3, 1) 

(3. 1)-K3. 3) 

6+1 = 7 

(4) (4, 1) 

(4. 1)-K5. 1) 

13 + 4 = 17 

(5) (5,2) 

(5, 2)-f(4, 2) 

16+5 = 21 

6) (5,3) 

(5. 3)4 (4, 3) 

4+4 = 8 

7) (6.3) 

(6. 3) 

26 

:8) (7,3) 

C7. 3) 

44 

Ibtal 


156 




*124 


14 

6 

4 

13 

16 

4 

26 

44 

127 
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get 4 combinations of the form (i(3), j(3). 
k(3)5- Thus, in all, we get 14 initial 
combinations. 

Lastly, we construct another combination 
(i(O), j(0), k(0))^ called the Grand Modal 
Combination where i(0) is that value of i 
which occurs most frequently over the 14 
initial combinations; j(0) and k(0) are de¬ 
fined similarly. Thus, we get 15 combina¬ 
tions which constitute what are called Initial 
Cluster Centres. We indicate these Initial 
Cluster .Centres by (i* j* k*). 

The next step is the allocation of the 
households in 31 cells given in Ihbles 
2(A)-2(D) to the IS Initial Cluster Centres 
to form 15 clusters. 

In order to allocate a cell of the form 


(i> j, k) to a cluster centre we calculate for 
each (i», j* k»), 

d = A (i, i*) + A 0. j*) + A (k. k*). 
where A.(i, i*) = O if i = i* 

= |i - i*|il' i ¥‘ i* 

and choose that (i*. j*. k*) for which d is 
a minimum. This gives rise to IS initial 
clusters. 

In the next step, for each Initial Cluster 
with centre (i*, j*, k*), i* is replaced by a 
value i** which occurs most frequently 
among the values of i for all cells of the form 
(i, I, k) that belong to the cluster and the 
value i(0) in the grand modal cluster. This 
is repeated for j and k and a new Cluster 
Centre (!••, j** k**) is formed. Lastly, a new 


Table 5; Cluster Centres and the Distribution of The Households Which Bear 
Exactly the Samf Characteristics As the Cluster Centres 


Cluster Centres Number of 

Households 


(1) Brahmin households getting their land cultivated through hired 

labourers and purchasing paddy (2, 3, I) 2 

(2) NBCH households getting their land cultivated through tenants and 

purchasing paddy (I, 3, 2) II 

(3) NBCH households getting their land cultivated through tenants and 

selling paddy (1, 1, 2) 5 

(4) NBCH households getting their land cultivated through hired 

labour and selling paddy ( 2 , 1 , 2 ) 6 

(5) NBCH households using more of family labour than hired labour 

and selling paddy (4, I, 2) 2 

( 6 ) NBCH households using more hired labour than family labour and 

selling paddy (3, 1 , 2 ) 6 

(7) SC hou.scholds using more ot family labour than hired labour and 

selling paddy (4, 1, 3) 7 

( 8 ) SC households using only family labour and neither selling nor 

purchasing paddy (S, 2, 3) 5 

(9) ST households using only family labour and neither selling nor 

purchasing paddy (5, 2, 4) 10 

(10) SC households using family labour on self operated farms and also 

working as wage labourers and purchasing paddy ( 6 , 3, 3) 13 

(11) ST households using family labour on self-operated firms and also 

working as wage labourers and purchasing paddy ( 6 , 3, 4) 13 

(12) SC households of landless agricultural labourers purchasing paddy 

(7, 3. 3) 28 

(13) ST households of landless agricultural labourers purchasing paddy 

(7, 3, 4) 16 

Total 124 


Note: * Grand modal cluster. 

* 

Table 6: Ai.location of 156 Households to Different Clusters 

Cluster 

Types of Households 

Number of 


Centres 

Allocated 

Households 


(1) (2, 3, 1) 

(2, 3. 1)-f; 1, 3, l)+(3. 3, l)+(4. 3. 1) 

(2424141) = 

6 

(2) (1,3,2) 

(1, 3. 2)-Kl, 3. 4)+(2. 3. 2) 

114141 - 

13 

(3) (l,.l,-2) 

( 1 . 1 , 2 )+(l. 2 , 2 ) 

543 = 

8 

(4) (2. 1, 1) 

( 2 , 1 .. 2 )-f( 2 . 2 , 2 ) 

642 = 

8 

(5) (3, 1, 2) 

(3. 1. 2) 

6 = 

6 

( 6 ) (4, 1, 2) 

(4. 1. 2)-K4, 1. l)-i-(4. 2. 2)f(4, 3. 2) 

2414341 T 

7 

(7) (4, 1, 3) 

(4, 1. 3)+(5, 1. 3)+(4. 1, 4) 

74343 = 

13 

( 8 ) (5, 2, 3) 

1(5. 3. 2)+(5, 2, 2)+4, 2. 3)4(5, 2, 3)4(4, 3, 3)] 

441414542 

13 

(9) (5,2,4) 

(5. 2, 4)+(4. 2, 4)4(5, 1. 4) 

104141 = 

12 

(10) (6,3,3) 

( 6 . 3. 3) 

13 - 

13 

(11) (6.3,4) 

( 6 . 3, 4) 

13 = 

13 

(12) (7,3,3) 

(7. 3, 3) 

28 =• 

28 

(13) (7.3.4) 

(7.3.4) 

16 - 

16 

Ibtal 


156 


grand modal cluster (i(OU), j(00). k(00)) 
is formed where i(00) is the value with the 
highest frequency among the value of i** 
over the groups of the form, (i**, j**, k**) 
and also the values of x for the items that 
belong to the Grand Modal Cluster (i(0), 
j( 0 ), k( 0 )). j( 00 ) and k( 00 ) are defin¬ 
ed similarly. 

If any of (i*, j*, k*) are different from any 
of (i**, j**, k**) and/or (i(0), j(0), k(0)) 
is different from (i(QO), j(00), k(0O)) the 
above steps are repeated over (i**, j**, k**) 
and (i(00), j(00), k(00)). In each iteration 
the error of partition E is reduced. 
Computation of E: Let L be a final cluster 
of the form (i* j* k*) and L° the final 
grand modal cluster of the form (i(0), j(0), 
k(0)). Let f(I) be the frequency of the Ith 
cell of the form (i, j, k). For an 1 belonging 
to L we compute d as above. let us denote 
this by d[L(l)]. Next we obtain 

T(L) -Id [L(I)1 f(I) and 
hL 

TlL^-) .= z II » (I) ] f(i) 

Iti'’ 

D(l) - I T(l.) + T (L") 

1 

We also compute for each L, 
d(I.I - i(0)J. + Ajj*. j(0)} ♦ A|k*, k(0)j. ] 

where A is defined similarly as before. 
D(2) = p (L), E - D ( 1 ) + D(2). The 

smaller the E, the better is the Clustering. 

Moles 

[1 am grateful to Ashok Riidra for valuable 
guidance in preparing this paper.] 

1 The method can be simplified in the case of 
two variables x and y. 

2 The Grand Modal Combination may not be 
unique. This may give rise to some problems. 
But in the pre.scnt case this has come out to 
be unique. We faced the problem of non- 
uniqueness of the Grand Modal Combina¬ 
tion in the two variable case (x. y). We ob¬ 
tained two Grand Modal Combinations of 
the forms (i( 0 ), j( 0 )) and (i( 0 ), j*( 0 )). 
However, (i(0), j(0)) was identical to one of 
the initial cluster centres obtained already. 
So, we retained (i(0), j*(0)) as Grand Mod^ 
Combination. 
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DISCUSSION _ 

Keynesian Economics and 
Under-Developed Countries Again 
A Rejoinder 

A K Dasgupta 


BECAUSE of his enormous experience as an 
economic administrator, whatever I. K Jha says 
about economic policy deserves our closest at¬ 
tention. It is therefore with considerable interest 
that I read Jha's comments (£fW, November 14) 
bn my piece on 'Ke^e$ian Economics and 
Under-Developed Countries Again’. It appears 
that my “persuasive prose” could not persuade 
Jha! But no, he has taken the last paragraph 
of my paper in isolation from its earlier part, 
and has mistaken me to be one of those or¬ 
thodox economists who would shun deficit 
financing under any circumstances. 1 am not 
that at all. I entirely agree with him as regards 
the use of deficit financing in the context of 
planned economic development, at any rate at 
its initial stages. In fact this was the bone of 
contention in the Economists’ Panel in the mid 
fifties between the late B R Shenoy and some 
of us. Shenoy, as one will remember, was an 
extreme conservative in respect of Plan finance. 
In the Panel meeting where the matter was 
discussed I remember having set myself against 
him. And at the request of the late C D Desh- 
mukh (who happened to be our Chairman) 1 
allowed myself to write a note on Deficit- 
Financing. The note was published in “Papers 
Relating to the Second Five Year Plan” (Plan¬ 
ning Commission, Ciovernment of India, 1954). 
Therein I justified a policy of deficit financ¬ 
ing in the context of plan-finance, even though 
1 made it clear that the policy was not to be 
a painless process as it would be in the economy 
which had been Keynes’s frame of reference. 
I cannot quote from that note, for I do not have 
it with me at the moment. I may, however, quote 
from a paper, which I had written earlier and 
which was published in a revised form in a col¬ 
lection of essays under the'title “Keynesian 
Economics” (ed V B Singh, Peoples’ Publishing 
House, Delhi, 1956). This is what 1 said there; 
need for public investment is urgent if 
the objective in the under-developed 
economies is to achieve a higher standard of 
living and increasing volume of employment. 
And, in the absence of an adequate flow of 
foreign capital and an adequate volume of 
public savings, deficit financing is also called 
for. But whereas, in mature economies, 
deficit financing is more or less innocuous 
and can be depended on, with the aid of the 
multiplier, to achieve the desired level of 
employment without any substantial rise of 
prices and with a constant money rate of 
wages, in under-developed economies where 
structural resistances are strong, deficit finan¬ 
cing leads to inflationary pressures and a 
tendency to a risk in money wage rate, except 
insofar as the pattern of investment is sudt 
as increases output within the time lag bet¬ 
ween the etuning of additional money in¬ 
come and its spending on consumption 
goods. In auch economies, therefore, deficit 
finandng'has to be accompanied in the tran¬ 
sition period (i e, till the structure of capital 
equipnitot Is matched with the extended 
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structure of demand) by a system of controls 
very much on the lines of war time controls. 
If money wage rates are to be kept constant, 
prices of wage-goods must not be allowed to 
rise. And if resources are to be prevented 
from shifting to non-essential industries, 
price control must be accompanied by capital 
issue control. And so on (pp 162-63). 

On this therefore we agree. I have not indeed 
made “the point”, as Jha suggests, “that with 
the shortage of capital addition to aggregate 
demand through budgetary deficits will not 
help countries like India”. I have, on the other 
hand, always argued, as I say in the early part 
of the paper which provokes his comment, that 
deficit financing can be legitimately used 
towards capital formation (and hence growth), 
provided its inflationary impact could be re¬ 
gulated. In fact in a seminar on Inflation orga¬ 
nised by the members of parliament on the eve 
of the Third Plan, which both V. K R V Rao 
(whom Jha quotes m his favour) and myself 
addressed, I remember to have found myself 
rather to the “left” of Rao in my deviation from 
orthodoxy. 

Where I would differ from Jha concerns the 
degree of success of the policy of deficit finan¬ 
cing in the context of our plans. Nobody in his 
senses will deny that our economy has had 
enormous progress both in industry and agri¬ 
culture during the last three decades or so of 
planning. But how much of it would Jha attri¬ 
bute to capital formation through deficit finan¬ 
cing? Is he sure that the rate of progress that 
we have had is commensurate with the planned 
investment that has taken place over the period? 
And one must not forget the amount of ‘foreign 
aid' (including food aid) that we received during 
the first three plans (which he cites as having 
shown a four-fold increase in the rate of in¬ 
dustrial growth). Na deficit finance helped, but 
it also hindered. For it has not been kept within 
limits, nor has it been managed properly. The 
inflation that it generated has indeed done 
damage to the economy. Apart from the leakage 
through higher costs (to which Jha himself 
refers as “one thing that worries” him) which, 
let us remember, are not autonomous but are 
themselves innation-induced, one must take ac¬ 
count of the distonion in the productive struc¬ 
ture that it has created. Who knows that the 
inordinately high capital-output ratio that our 
economy has been experiencing under the re¬ 
cent plans is not, at any rate partly, due to in- 
Hation? There is no doubt that continued in¬ 
flation raises the “elasticity of expectation” (as 
economists would call it) and thus creates an 
environment which encourages a dispropor¬ 
tionately large inventory holding, even a 
disproportionately large fixed-capital stocking, 
when, as it inevitably happens, the rate of in¬ 
terest is allowed to lag behind the rate of in¬ 
flation. Failure of the interest rate to respond 
to inflation also dissipates scarce resources via 
unwarranted constructMnal activities. Wc have 


seen it in terms of periodical shortages of ce¬ 
ment, etc, due to an abnormal spree in private 
housing construction in cities. 

I am not sure that Jha is right in thinking 
that iivriation is not more regressive in its ef¬ 
fect on distribution of income than commodity 
taxes. In the case of excise duties, the choice 
of commodities to be taxed is in the hands of 
the taxing authority, whereas the “concealed 
taxation” that inflation involves is altogether 
non-discriminatory, unless tempered by price 
control and rationing. And Jha should know 
more than I do how difficult it has been in our 
country to make price control and rationing a 
success. I would not, however, pursue the 
distributional aspect of inflation very far; 
frankly I do not know in what manner infla¬ 
tion has in practice affected distribution of in¬ 
come in our country. I would rather lay more 
stress on its effect on production. 

Let us remember, however, that all this has 
nothing to do with the Keynesian theory of ef¬ 
fective demand. Extra investment through 
deficit financing in Keynes’s system is not only 
not inflationary, it tends to tie accompanied by 
increased consumption, even though the capiid 
equipment remains the same in the economy; 
the reference is to a short period. Our policy 
of deficit financing (both Jha’s and mine) is 
directed towards the formation of additional 
capital which would accelerate growth in the 
longer run, though in the short run it would 
be accompanied (as Jha rightly says) by “forced 
saving”. 

Nor is the Jha committee-sponsored price 
support policy, to which its author refers in his 
comment, specifically a Keynesian measure. 
The aim of the policy, as 1 would judge it, is 
to protect agriculture against uncertainty to 
which it is especially prone. The measure is sup¬ 
posed, over a long haul, to stabilise agricultural 
prices, and only indirectly to act as an incentive 
to production. Granted this, one does not need 
to be a Keynesian in order to be persuaded to 
endorse it. As for Nurkse's theory of low pro¬ 
ductivity—low income—low saving—low in¬ 
vestment spiral, the problem is—where is one 
to strike? Would it'be demand, or would it be 
supply? If demand, as Jha evidently would have 
it, the question does remain—how is the addi¬ 
tional investment to be financed? And here, 
when voluntary saving is low and external aid, 
if at all available, is inadequate, one does have 
to look towards deficit financing. So we an 
back to where we began. Will on this, let me 
repeat, my critic and I agree, and also disagieel 

Frankly 1 did not envisage; while advocating 
a policy of deficit financing in the early stages 
of planning, the excesses that our prescription 
would lead to. If I now say “we have had 
enough of deficit financing”, it is because of 
our experience over the years, which is not at 
ail edifying. In our desperate attempt at adiiev- 
ing “rapid economic growth” we have neglecied 
Efficiency. I thought it was time we paid at¬ 
tention to this latter. I would surely allow 
money income in the economy to grow pari 
passu with growing output, yet 1 would pl^, 
now that we have had more than three decades 
of “bold" planning, that budgets be balanced 
and the responsibility fat maintaining stability 
in prices be given over to the Reserve Bonk of 
India where it rightly belongs. 


Bcoownic and Political Wkekly OMoMltir ^ 4M7 



Festival 

of USSR 


'♦T' £ ■■•♦: 







A weekly news magazine of 
current affairs published 
from Moscow (subscribers' copy 
airlifted) 



Authentic reflection of lively debate associated with openness in human, social 
relations and restructuring of society evoked by Gorbachev's initiative 
The reforms and changes are on-going process and to keep oneself abreast of the 
latest trends and developments in the USSR reading of MOSCOW NEWS is a must. 


One year Rs.20.00 
Three years Rs.40.00 


Free Gift 

Subscribe now and 
obtain a full-siae 
multi-coloured 
Calendar for 3 years 
subacribera only 


Enclbsa is my DD/MO reteipl lor 
Rs 40.00 being 3 years subscription 
Rs 20.00 being 1 year subscription 

(please strike out which ever is not applicable) 

My Name . 

Address. 


Send this adyertieement and payment to: 


Manlaha Gramhalaya (P) Ltd 
4/3*8. Bankim Chatariaa Siraat 
Calcutta 700 073 
New Century Book House (P) Ltd 
41 *8. Sidco tnduauial Estate 
Ambatfur. Madrat-600 098 


Magaiine Centre 
M C D Bldgs. No 3. lind Floor 
Deshbandhu Oupia Road, 

New Delhi 110095 
Navcheian Books (P) Ltd 
S E, Rant Jhansi Road 
New Delhi 110 095 


MN-IO 




Ipda^gi, 15l,,yy;Z Industrial Esuie. C^pairao Kadam Maty, Lower Parel, Bombay 400013 



















December 5, 1987 


Regd No M H*By/SoiiA-S25 






•i 










Close-up is Ibr close-ups 

Singing under the umbrella 
on a rainy day, sharing smiles... 
sharing good times. And you’re 
confident because you've used Clc^-up. 

two super-whiteners leave your teeth 
their whitest and its special mouthwash 

stay confident because after all, ^ 

Close-up is for close-ups. The Toothpaste and Mouthwash in One 


A aiMiUlv product by HindiMMn LMr 


UNTASCXSBaniPI 







ECONOMIC 
AND 

POLITICAL 


A Sameeksha Trust Publication 


Rs 5.00 


Vo! XXII No 50 


December 12, 1987 


' ■ INDIA-CHINA RELATIONS: 
FRYING NEW RICE 


■ RAJIV GANDHI'S FOURTH YEAR 


■ FOREST LEGISLATION AND 
TRIBALS 


■ DIALECTICS OF DEFEAT: 
LITERATURE, THEATRE AND MUSIC 
IN COLONIAL INDIA 


■IMPERIALISM AND AFRICAN 
ECONOMIC DEVELOPMENT 


■ NEED FOR ECOLOGICAL WATER 
RESOURCES POLICY 






TAX SAVING SCHEME FOR 

Companies, Individuals, Firms and HUFs, with income 
assessable for tax under the head “Profits and Gains 
from Business or Profession” as covered under 
Section 32 AB of Income Tax Act, 1961. 

• Deposits under the Scheme are deductible upto 
20% of the taxable income. 

• To be eligible, deposits should be made within 6 
months of closure of assessee’s accounting year or 
before fNng of tax return, whichever is earlier. 

• Amounts deposited will earn htterest at 10% p.a. 
Interest will be credited to the depositor's bank account 
on 31 st March every year, withcHit Tax Deduction at 
Source and can be freely withdrawn for any use. 

• Prtaidpal amounts of deposits can be withdrawn after 
One Year for the purdiase of plant and machinery, 
computers etc. for the business or profession of the 
assessee or for other eligible purposes. 


• Withdrawals even for other purposes as allowed under 
Section 32 AB are permitted. Deposits can be made by 
sending application by post along with Bank Draft or 
Crossed Account Payee Cheque drawn in favour of IDBI. 
(Outstation cheques are also accepted and cost of 
collection of the cheques will be borne by IDBI.> In case of 
bank draft, date of deposit will be the date of purchase of 
the draft, subject to receipt of draft by IDBI within a 
reasonable period of 10 days from the date of purchase. In 
case of cheques, date of deposit will be the date of receipt 
of the cheque by IDBI, subj^ to realisation of the cheque. 


FOR FURTHER DETAILS WRITE TO; Manager, 

MDUSTRIAL 0EVQ.0PNENT BANK OF MQIA, 

Bombay 400 021 or contact any of the offices of IDBI (IDBI has 
an office in every State). Details have also been sent to all 
branches of SCHEDULED BANKS by their Head Offices. 


A* A INDUSTRIAL DEVELOPMENT BANK OF INDIA 

lBiH|Jo«y Maker Chambers No. 2,2^, Vinay K. Sh* Marg, 

NanmanPpInL Bombay 40B 021. 










ECONOMIC 

AND 

POLITICAL 


Vol XXII No 50 


December 12, 1987 



Founder-Editor: Sachin Chaudhurj^ 


Consress (I) and the Resional Card 9189 
INF Treaty: New Framework for Inter¬ 
national Relations—The Economy; Hi 3 h 
Cost of Defence—MRTP Commission: 
Chansed Role-Bansladcsh- Carrot 
and Stick 9130 

Business 9139 

Statistics 9134 

Capltalscope 
The Fourth year 

—Bhabani Sen Gupta 9135 

International Affairs 
Fryins New Rice for a Chanse? 

-GPD 9137 

Political Commentary 
Deceptive Calm 

-Nishtar 9138 

Civil Liberties 

Amnesty Report on Meerut Killinss 
—A G Noorani 9139 

Companies 9141 

Reports 

Forest Leaislation and Tribals- Comments 
on Forest Policy Resolution 
-Sharad Kulkarni 9143 

Role of Women in Goa Konkani 
Asitation 

—Judith Siqueira 9149 

Obituary; Karunakar Gupta 
-NM 9150 

Armed Strussie in Philippines 
—Dev Nathan 9151 

Reviews 

Imperialism and African Economic 
Development 

-Santosh K Mehrotra 9153 

Share of Agriculture in Labour Force 
—Ashok Rudra 9157 

Complex Fabric of Tribal Life 
—Biswamoy Pati 9157 

SpMial Articles 

Political Ecology of Drought and Water 
Scarcity; Need<or an Ecological 
Water Resources Policy 
—Jayanta Bandyopadhyay 9159 

Dialectics of Defeat; Some Reflections 
on Literature, Theatre and Music 
in Colonial India 

-G P Deshpande 9170 

Oisoitslon 

An Ideok^ for the Provincial 
Propertied Class 

-K Balagopal 9177 

Letters to Editor 9198 


ECONOMIC AND POUTiai WEEKLY 

Skylark 984 Shahid Bhagatsingh Road 
. Bombay 400 038 

Phones 966079/73 Grams Econweekly 
Editor 
Krishna Raj 
Assistant Editors 
Padma Prakash, Bernard D'Aaello 
Editorial Staff 

K Vijayakumar, Cleatus Antony 
t^utam Navlakha (Delhi) 

EMteMtiVe Apsistartf Editor M H Jadhav 
S G S ^t^amanian 


Water: A Vanishing Non-Renewable Resource 

Though a great deal of money has been spent on them, we have 
successfully destroyed much of our water resources because the country’s 
water resource management strategy has been guided by the philosophy that 
water is undestroyable because it is renewable. The renewabiiity of water 
resources is, however, governed by the ecological processes that maintain 
and give stability to the water cycle. Disrupted water cycles turn water from 
an abundant renewable resource into a vanishing non-renewable one. The 
alarm'ing rise in water scarcity in all parts of the country needs to be 
seen and understood in this ecological perspective of the water cycle. 2159 

Colonialism and Culture 

The aesthetic and creative experience of the Indian people during the 
colonial period bears out Amilcar Cabral’s insight that national liberation is 
necessarily a cultural act. The defeat at the hands of colonialism had a 
dialectics of its own: It resulted in the suppression of the Indian people, but 
precisely because of that it also set in motion a process of retrieval 
of cultural traditions and languages. 2170 


Underdevelopment: 
External Factors vs 
Internal Dynamics 

While emphasising the antagonisms 
between the north and the .south, 
structuralists and ideologues of the 
dependency approach downgrade the 
antagonisms of classes within the 
developing countries. Since 
structuralists and nationalists of this 
variety are often in decision-making 
positions in third world countries, 
they are responsible for reinforcing 
the status quo domestically while 
being vociferous about the need for 
restructuring the international 
economy. 2153 


Forests and Tribals 

The regulatory and prohibitive 
orientation of existing forest 
legislation has to be changed if 
conservation and development of 
forests are to benefit tribal 
communities together with the rest 
of the people. A critical examination 
of the government’s Draft 
Resolulion.on National 
Forest Policy. 2143 


Revolutionary Struggle 
in Philippines 

Since its reorganisation in 1968 the 
Communist Party of Philippines has 
successfully adopted the path of 
armed struggle with a force of 
20,000 full-time guerilla fighters, 
people’s militia and mass support. A 
report based on discussions with the 
leaders of the party and the 
New People’s Army. 2151 


Edible Oils Mess 

With imports canalised and one-third 
of the total supply of edible oils 
under its full control, the 
government has only itself to 
blame if it cannot effectively 
discipline the market. 2132 


Frying New Rice? 

Abandonment of the sector-by-sector 
approach has resulted in the eighth 
round of border talks between India 
and China taking the two countries a 
significant step closer to working out 
a bilateral framework for mutual 
relations, including the easing 
of tension on the border 
question. 2137 

Working in Lo.idon in 1952-54, 
Karunakar Gupta began his study of' 
the government of India’s China 
policy and the history of the India- 
China boundary. What he discovered 
raised questions about the direction 
of India’s China policy and the 
validity of the Indian government’s 
positions on the boundary question. 
For publishing what his researches 
showed to be (he truth, Gupta 
incurred the implacable hostility of 
the Indian academic establishment 
and its patrons in government. 

An obituary note. 2150 


Konkani Agitation and 
Women Writers 

Konkani in the Devnagri script as 
official language in Goa provides an 
opportunity to develop a culture ■ 
inclusive of both Goan Hindus and 
Catholics. A review of the role of 
Chitrangit, an association of women 
Konkani writers, in the agitation for 
acceptance of Konkani as 
official language. 2149 


Into the Fourth Year 

As he enters his fourth year in office 
Rajiv Gandhi is shackled in four 
traps: those of the decayed, 
degenerate Congrcss(l)., the 
bureaucracy, his image-makers 
and his own fine art of 
ad hocism. 2135 
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Murder at Muluk 

THE wanton destruction of civil liberties 
in Congress-ruled states is well known and 
democratic public opinion is increasingly 
vocal on that point. The killing of Nax- 
alites and civil rights activists in Rama 
Rao’s Andhra is also a well known occur¬ 
rence. But what goes on in West Bengal 
is yet to receive national coverage, partly 
because ‘Marxists’ are at the helm of 
affairs and partly because hoodlums 
operating at the grassroots have come to 
assume the role of the police. The killed 
are, however, the Naxalites and their 
supporters. 

On November 19, Muluk, a relatively 
well populated village near Bolpur, Santi- 
niketan, witnessed an episode as ghastly 
as anything. Some poor peasants who 
were reportedly writing slogans in favour 
of a Naxalite candidate in the coming 
panchayat elections were attacked by an 
armed procession of the CPl(M). Four 
persons. Sheikh Mannan, Sheikh Jiauddin, 
Sudhir Ghosh and Nirmal Ghosh (the last 
two were son and father), were brutally 
killed. While they were being rounded and 
taken away to be killed some villagers 
rushed to inform the police, who assumed 
a posture of benign neglect and sent them 
back. And the inevitable happened. 

The CPI(M)’s attempt at physical liqui¬ 
dation of its Naxalite opponents has been 
a familiar story in West Bengal in recent 
years. At Gopalpur, Nadia, seven Nax¬ 
alites were murdered in 1982. Similar 
incidents took place at Falakata, West 
Dinajpur, and Badkulla, Murshidabad. A 
few months back, two well known acti¬ 
vists, Biren Ghosh and Sailen Misra, had 
been attacked with murderous intent in 
Supur village near Bolpur. After that 
episode, the Naxalites organised a success¬ 
ful bandh at Bolpur. 

This time, too, the banner of protest 
against the gruesome and cowardly killing 
has been held high by democratic public- 
opinion. Such was the reaction of the 
people that on November 21, the entire 
Bolpur-Santiniketan area observed a 
bandh in response to the Na.\alites’ call. 
All the departments of the Viswa-Bharati 
University remained closed. The local unit 
of the People’s Union for Civil Liberties 
raised the voice of protest, holding well 
attended public meetings at Santiniketan 
and Muluk itself. The CPl(M)’s Bengali 
daily Canashakti, however, reported the 
incident as a clash in which “six CPl(M) 
persons were injured”. This raised the indi¬ 
gnation of the people and shocked even 
CPl(M) supporters. 
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Educated sections of the masses over 
which the CPl(M) used to enjoy con¬ 
siderable influence are, however, appre¬ 
hensive. Will such things go on unabated? 
The idea seems to be gaining ground that 
West Bengal is going to witness, in the 
near future, a rule not different in con¬ 
tent from that of the Siddhartha Ray 
regime of the seventies. 

Anirban Biswas 

Calcutta 

New DPCO 

YOUR comments (September 5) on new 
DPCO do not do justice to the changes 
expected therefrom. It is true that irra¬ 
tionality of drug combinations may con¬ 
tinue, but the new DPCO effectively 
brings such combinations under price 
control. Take for example vitamin B,, B^ 
and B ,2 combination. As single vitamins 
come under Schedule II, all the vitamin 
combinations come under MAPE. Be¬ 
sides the Kelkar Committee is not directly 
concerned with irrational products as a 
separate committee has been formed and 
is working on the problem of irrational 
drugs and drug combinations. 

Vitamin A could have been included in 
Schedule 1 to treat and control night 
blindness. Oral rehydration salts have been 
included in Schedule I, and anaemia pro¬ 
phylaxis is being dealt with by ensuring 
an abundant supply of iron and folic acid 
tablets. Nutrition programmes cannot be 
covered uner DPCO. Kelkar Committee 
has justified the exclusion of not-so- 
commonly-used products from Schedule II. 
Neomycin is one such example, as the use 
thereof is very much limiteJ, etc. 

The Kelkar Committee has reported 
that the Expanded Programme of Im¬ 
munisation proposes to cover about 85 per 
cent of the eligible children during the 
Seventh Plan period. It can, therefore, be 
seen that these drugs are already made 
available to the public almost free of cost 
through government agencies.. Moreover,- 
most of the manufacturing units are either 
directly run by government departments 
or, arc in the public sector. Therefore, it 
would not be difficult for the government 
to monitor the pricing of these products. 
The comparison of the cost of an anti¬ 
rabies vaccine Rabipur of Hoechst India 
with the anti-rabies vaccine currently pro¬ 
duced by the public sector and govern¬ 
ment manufacturers is not correct as the 
two vaccines are not comparably. Rabipur 
is a tissue-culture vaccine, while the con¬ 
ventional vaccine is made from sheep 
brain. As such there are many reasons for 
which sera and vaccines need not be kept 


in Schedule I or II. 

Drastic measure of. 1979 DPCO of 
giving only 40 per cent mark up on essen¬ 
tial drugs did not yield the desired results 
and caused acute shortage of essential 
drugs. True that the new DPCO may 
marginally increase the prices of the essen¬ 
tial drugs, but then the drug manufac¬ 
turers will have an incentive to produce 
these drugs. If the prices go up un¬ 
justifiably there is a provision to declare 
MAPE which becomes applicable within 
IS days. 

If capacity utilisation of streptomycin 
has not increased in the last eight years, 
one must Find out the reasons for that. 
But increasing the MAPE to 75 per cent 
will certainly not come in the way of in¬ 
creasing streptomycin production—if not 
directly help it! Besides by putting strepto¬ 
mycin in Schedule I, the government has 
accepted in principle, that it would make 
the drug available in plenty. 

In any case even if essential drugs are 
made available in generic form, what 
guarantee is there that our doctors will use 
and prescribe these products? Eventually 
a balance has to be achieved in practical 
application and theoretical expectations. 
The Kelkar Committee report and the new 
DPCO have ably achieved this balance in 
the hope and expectation of immense 
good for the common people and the suf¬ 
fering humanity. S Deodhar 

Pune 
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Congress(I) and the Regional Card 


T he Congressd) has certainly fared much better than many 
observers expected it would in the Nagaland assembly elec- 
tions; indeed its performance has surprised the party faithful 
as well. But the victory in Nagaland was the result of some 
special circumstances and cannot be takm to mean that the party 
is poised to sweep the polls in Tripura and Meghalaya where 
the electorate is to choose a new assembly in less than two 
months’ time. 

The victory in Nagaland was the result of many complicated 
factors, almost all of them local, though the Congressd) cer¬ 
tainly showed great finesse in exploiting them. The most obvious 
of these was that the Congress(I) was the ruling party. Even going 
by the standards .set by Nagaland itself in the past, the recent 
elections were a pathbreaking exercise insofar as the use of money 
power is concerned. Reports from Nagaland openly speak of 
money being used quite simply to buy votes. In this exercise, 
natmally, the Congressd) had an edge over its rivals. 

Secondly, the Congrcssfl) played what one might call the 
regional caru more adioitly than an avowedly regional party like 
the Naga National De.nocraiic Party (NNDP). This promises 
to be the line of the Congressd) in elections to the state 
assemblies. It was employed with a good deal of virulence during 
the elections to the West Bengal assembly early this year, though 
it did not yield much fruit by way of seats. In Nagaland the 
Congress(I) campaign was more Naga ‘exclusivist’ than that of 
the regional parties themselves. More specifically, the party 
sedulously encouraged the belief that only by being returned 
to office could it ensure the final 'settlement' of the Naga 
politicjal problem. Indeed its opponents have charged that the 
party fielded many candidates whose sympathy with and 
closeness to one or other faction of the so-called underground 
is a publicly known fact. 

The emergence of a second regiopal party in the shape of the 
Nagaland Peoples Party (NPP) also helped the Congress in split¬ 
ting the anti-Congre.ss votes. The NPP fielded 32 candidates of 
whom only one was returned: and of the remaining 31 consti¬ 
tuencies, the Congress won in as many as 17, in many of these 
by very narrow margins. Some fortuitous circumstances too 
helped the Congress(l). The most important of these was the 
ill-conceived ‘economic boycott’ of Nagaland imposed by the 
All-Assam Students Union fAASU). The NNDP. the principal 
challenger of the Congressd), has friendly and fraternal relations 
with the Assam Gana Birishad (AGP), the ruling party in Assam. 
This link was fully exploited by the Congress(I). much to the 
discomHture of the NNDP. Indeed the 'crisis’ over the boun¬ 
dary dispute (which according to some reports was a carefully 
engineei^ one, calculated to last only for the duration of the 
elections) immeasurably helped the Congress(l). Another unex¬ 
pected bonus was the even more ill-conceived interventions on 
behalf of the NNDP by some opposition party leaders, some 
of whose deportment and utterances (such as those of NTR) 
seemed caiculatedly intended to damage the very cause they were 
espouring. 

The return of (he Congress(l) to political office in N^aland, 
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with a reduced majority, holds some promise, but is also an oc¬ 
casion for some misgiving. The promising aspect of the Congress(I) 
victory is that the party has made a commitment to ensure a 
‘settlement’ in Nagaland; the modalities, the small prim of the 
eventual deal, are yet to be worked out; but at least a beginning 
has been made and there is official acknowledgement that ‘con¬ 
tact teams’ have been at work. Peace and settlement are issues 
in which every party in Nagaland including the Congress(I) has 
to proclaim to have an interest, though how sincere the Congress 
party’s protestations in this regard are is yet to be seen. For if 
the Naga people in general have a vested interest in peace and 
settlement, there are powerful sections within the Naga polity—in 
politics, in the civil and military bureaucracy, in trade and 
commerce—who have an equally strong vested interest in having 
an insurgency situation linger on, for only thus can the conti¬ 
nuing subventions from the centre be ensured. 'Diat neat arrange¬ 
ment between these sections and the establishment in Delhi has 
to be broken if genuine peace is to come to prevail in Nagaland. 
Any dispassionate look at the tragic past of Nagaland reveals 
that the centre, and necessarily by implication the Congress party, 
was a party to this cynical arrangement, indeed even a party 
like the United Democratic Front and later the NNDP, explicit¬ 
ly committed to making a break with the past, found that once 
they were in office they had to continue to*be part of such an 
arrangement. But the strains on such an arrangement have been 
telling, which probably explains the public commitment from 
the Congress(I) as well to strive for a resolution of the political 
problem. This is a hopeful sign. . 

But the Congress victory is also an occasion for some misgiv¬ 
ing. The blatant use of money power has surpassed all precedents. 
Appetites fed in such manner cannot be appeased in future by 
modest fares. Election costs in Nagaland, even more than 
elsewhere in the country, have now a built-in escalation provision. 
If reports are to be believed, as much as Rs SO crore was spent 
(on all sides) in this election where the total strength of the elec¬ 
torate was less than six lakh. If the trend continues (and there 
is no reason to believe it will not) then ‘democracy’ will take 
unusual forms in Nagaland which may indeed turn out to be 
the pace-setter for the rest of the country. 

Finally, will the Nagaland model work in Tripura and 
Meghalaya, two states in the region where too elections are due 
soon? Leaving aside Tripura where even the Congress does not 
claim it is posing a serious challenge—the election commission 
has not been able to fix the date for election in Tripura simply 
because the Congress is yet to agree on candidates for the 46 
seats it is contesting, the remaining 14 being contested by the 
TUJS—it is quite on the cards that in Meghalaya the party will 
try to play the regional card. In fact the current unrest in the 
state appears to be tailormade for the party to come out as the 
most enthusiastic champion of regional interests, lb take just 
one example of pandering to regional exclusivism, it is not 
perhaps accidental that the demand for the extension of the inner 
line regulations to the state was first made by the Congrcss(I) 
chief minister and only later taken up by the ‘student leaders’. 
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INF TREATY 

New Framework for 
International Relations 

NO one who has followed with growing 
trepidation the last decade’s nuclear madness 
can fail to recognise the historic nature of 
the INF accord signed this week by the two 
superpowers. T^is is the first ever agreement 
involving the dismantling of operational 
nuclear weapons rather than just controlling 
further proliferation. And because its suc¬ 
cessful implementation hinges on a hither¬ 
to unthinkable measure of trust on the part 
of the two superpowers and their allies 
towards one another, it is likely to have a per¬ 
manent impact on internationai relations. 

And yet the treaty is applicable to only 
about three per cent of the nuclear warheads 
in position the world over. Its purview covers 
one small class of armament.s, the inter¬ 
mediate nuclear forces which arc of two 
types, long range and short range with a 
striking capability between 500 km and 5,000 
km most of which arc deployed in NATO 
and the Warsaw pact countries. The US has 
agreed to shelve 256 Cruise missiles deployed 
in Britain, Italy, Belgium and West Germany 
and the USSR will scrap 553 SS-20 missiles 
as well as 130 short range SS-12 and SS-23 
missiles, an estimated 50 of which are loca¬ 
ted in East Germany and Czechoslovakia. 
The stumbling block in the form of the 
Pershing II missiles in West Germany was 
removed by the West German government's 
assurance that they would be dismantled 
once the INF accord was in place. 

The agreement is to be latified by the 
senate and the Supreme Soviet and the 
dismantling is to take place within three 
years. The two countries have the option of 
launching upto 100 unarmed missiles each 
in order to scrap them. The Soviets who have 
taken this option will fire the missiles from 
a military base 660 miles south cast of 
Moscow and the US if it too opts for the 
proviso will use the Cape Canaveral base in 
Florida. Mutual inspection of sites will be 
effected within three months of the ratifica¬ 
tion. But there is little information available 
as yet on how the warheads ate to be dealt 
with. While it has been stated that they will 
be ‘got rid of and ‘eliminated’ there has 
been no declaration on how this is to be 
done. In fact, US spokespersons have indi¬ 
cated that the US has never intended to 
destroy them but only to make them un¬ 
usable for arming INF missiles. If this is 
indeed so, then it does detract from the 
impact of the treaty. 

And then again, even as the discussions 
on the agreement were going on, the build 
up of nuclear arms has been continuing by 
both countries. According to the Inter¬ 
national Institute for Strategic Studies, the 
nuclear arsenals have improved in quality 
and in number, most significantly the sea- 
launched Cruise missiles which fall outside 


the purview of the agreement. In the last 
year the US doubled the number of such 
missiles to 328 while the USSR added 100 
of them to make up 854, with the US 
missiles having a range five times that of the 
Soviet mis-siles. The number of US warheads 
on long range rockets has increased by 1,000 
and that of Soviet ones by 400. NATO com¬ 
manders, in anticipation of the INF agree¬ 
ment, have been seeking a programme of 
what has been termed ‘renuclearisatlon’. 
This has been in terms of the modernisation 
of tactical nuclear weapons which has 
become, from the NATO point of view, a 
matter of great importance in the context of 
the numerical and tactical superiority of the 
Warsaw pact forces in comparison with West 
European diployments. Although the pro¬ 
gramme has been talked about for some time 
now it has acquired added urgency. 

On the other hand, the momentum of the 
INF agreement may well make it possible for 
other negotiations to begin. The outlook for 
arms control and disarmament has been one 
of a hopeful kind of uncertainty. Since 1985 
several factors have contributed to this, not 
least of all the change in the Soviet attitude 
in all matters domestic and international. 
The first negotiations on three arms control 
topics took place in .lanuary 1985, merging 
the strategic arms control talks, the INF 
discussions and the dialogue on space and 
strategic defence. By March both countries 
had agreed in principle to a 50 per cent 
reduction in strategic forces. The two sum¬ 
mits between the two leaders, one in Geneva 
and the other in Reykjavik, may have ended 
by temporarily shattering hopes of an early 
understanding on disarmament but were, in 
retrospect, the necessary exercises in map¬ 
ping out the limits of negotiable issues. 
Several obstacles which have come up have 
been removed even if somewhat sluggishly. 
The major factor in bringing the talks to a 
successful conclusion came with the Soviets 
agreeing to delink the SDI from the INF 
treaty. Gorbachev has appeared to be extra¬ 
ordinarily accommodating and it is possible 
that some of that accommodation may not 
really mean as much of a sacrifice on his 
part as has been perceived to be the ca.se. For 
instance, that the USSR agreed to the dis¬ 
mantling of short range missiles such as the 
SS-23 of which there were estimated to be 
about 240 was seen as a major concession. 
It now appears that only about 20 of these 
are actually operational. 

However, the very fact that, whatever their 
independent reasons for doing so, both 
leaders have pursued the discussions which 
at times looked like giving way, is itself a 
hopeful sign that the agreement will be 
implemented. There has also been some 
movement on the chemical arms front. The 
Soviets opened their chemical arms to Nato 
representatives for the first time recently and 
have talked about destroying them according 
to an agreed schedule. They have also invited 
talks on a possible Nordic nuclear free zone 


where two-thirds of the submarine-based 
strategic weapons are based. 

Thus while the INF treaty does not usher 
in a nuclear free paradise it may well set the 
tone of international relations in the decade 
ahead. 


THE ECONOMY 

High Cost of Defence 

PEOPLE have for quite some time now been 
talking about the common points between 
Ronald Reagan and Rajiv Gandhi. The latest 
point of similarity is that both have agreed 
to cut defence spending by 1.75 per cent, the 
former under pressure from his Congress as 
well as his allies in the western alliance and 
the latter with a view to meeting the addi¬ 
tional expenditure on the unprecedented 
drought gripping the country. 

Of course, Rajiv Gandhi can claim to have 
been ahead of Ronald Reagan in accelerating 
defence spending because the pace at which 
his government has doubled defence spen¬ 
ding works out to be twice as fast as was 
achieved by Ronald Reagan’s administration. 
Also Rajiv Gandhi has been far more critical 
of those objecting to the spurt in defence 
spending, dubbing all such ct iticism as anti¬ 
national and unpatriotic, though Ronald 
Reagan is no less prone to accusing his 
critics, at the slightest pretext, of being 
anti-American. 

Not only has Indian defence spending 
under Rajiv Ciandhi doubled in just three 
years, India has also now joined the league 
of the top 30 countries, developed and 
developing with defence spending accoun¬ 
ting for 6 per cent or more of GNP. Not that 
some within India, including intellectuals of 
various hues as well, would not consider the 
rise in defence spending a feat and a matter 
of pride. But the cost of this achievement, 
if that is what it is, has to be clearly 
understood for a country of India’s level of 
income and economic problems. 

Till the other day Indians-prided them¬ 
selves on being self-reliant in the sense that 
our investment was very largely, if not 
xaitogether, financed out of our own savings, 
that our domestic saving rate was such that 
it could sustain a reasonably satisfactory 
level of investment, that our payments im¬ 
balance was sustainable. If we faced dif¬ 
ficulties in the achievement of a high rate 
of growth, they were said to be such as we 
would get over as we got accustomed to 
higher levels of investment and to the accom¬ 
panying technology. 

Now, with defence beginning to claim an 
ever rising share of GNP and therefore of 
domestic saving, the prospect is of not just 
a reduced level of investment but also of a 
grossly increased level of external depen¬ 
dence for sustaining the country’s payments 
balance. The difficulties are bound to get 

compounded when the country launches on 


Economic and Political IMrekly December 12, IW? 



such anixpuincHiist counw precisely when 
it is in the grip of a serious economic situa* 
tion the worst ever drought as a result of 
which food output alone is threatening to 
decline in one year by 13-14 per cent, coupled 
with an intractable payments situation 
created by the lumpiness of repayments due 
on external obligations entered into in the 
past. 

Ronald Reagan did mesmerise his country¬ 
men for a while with his voodoo economics 
saying he would balance the budget, cut 
taxes and reinforce defence. Rajiv Gandhi 
also tried the same trick last year while 
presenting the budget. He too proposed a 
60 per cent escalation in defence spending 
without much additional taxation and at the 
same time shed crocodile tears over the level 
of deficit his budget was closing with. Now 
it is patent that the year would close with 
a dencit which could be twice the size then 
envisaged, given the commitments entered 
into but not anticipated (as, for example, the 
operations in Sri Lanka) and the commit¬ 
ments that nature has imposed in the form 
of the cost of coping with the drought. 

MRTP COMMISSION 

Changed Role 

THE Monopolies and Restrictive Trade 
Practices Commission (MRTPC) has, it 
seems, found a role for itself. In recent 
months, the Commi.ssion has been pre¬ 
occupied largely with cases involving restric¬ 
tive trade practices. Its function of control 
of monopolies has sharply diminished. 
Henceforth, it may be appropriate to drop 
the term 'monopolies’ and call it the Restric¬ 
tive TVade Practices Commission. 

The MRTP Act had its genesis in the 
Directive Principles of State Policy embodied 
in the Constitution. Clauses (b) and (c) of 
Articles 39 of the Constitution lay down that 
the state shall ensure that the ownership and 
control of material resources are distributed 
in a manner to ensure optimum social 
welfare and that the operation of the 
economic system does not result in the con¬ 
centration of wealth and means of produc¬ 
tion to the common detriment. In accord¬ 
ance with these principles, the main objec¬ 
tives of the MOTP Act as spelt out in its 
preamble are (i) prevention of concentration 
of economic power and control of mono¬ 
polies and (ii) prohibition of monopolistic 
and restrictive trade practices. 

In reality, the Commission was neither 
independent nor autonomous, being influen¬ 
ced by the arbitrary powers of a conservative 
government and monopolies were allowed 
to thrive at the expense of small and medium 
sized enterprises. In the initial years follow¬ 
ing the promulgation of the Act, the share 
of the assets of the top 20 large industrial 
houses in the assets of the private corporate 
sector increased, contrary to what was 
envisaged. The government allowed mono¬ 
polies unrestricted expansion on various 
grounds. There were certain underlying 


premises on which the dedsions of the Com¬ 
mission and the government were based. 
Firstly, there was a tendency to give top 
priority to exports irrespective of excessive 
market concentration and reduced oppor¬ 
tunity for small and medium enterprises. 
Secondly, foreign monopolies were allowed 
to expand in order to dilute their foreign 
equity holdings. Thirdly, in certain key areas 
the government felt that preference should 
be given to large industrial houses or domi¬ 
nant undertakings since, in the government’s 
opinion, they were more dependable manu¬ 
facturers. Fourthly, in considering the im¬ 
pact on product concentration, hypothetical 
and not actual market shares of large indus¬ 
trial houses or dominant undertakings were 
considered. 

Another novel method of allowing large 
industrial houses to expand was the joint 
sector. Foreign firms and large industrial 
houses, in partnership with the government, 
entered fields in which they would have 
otherwise not been allowed to enter. The 
joint sector was found very attractive finan¬ 
cially since the government was the sleep¬ 
ing partner and the promoters’ contribution 
was thus greatly reduced. 

Indian monopolists have been able to 
retain or expand their market share not 
becau.se of superior economic efficiency but 
by controlling the supply of raw materials 
and intermediates, restrictive selling practices 
detrimental to smaller firms and easy access 
to finance from the government owned 
financial institutions. The MRTP Commis¬ 
sion deciding to concentrate on restrictive 
trade practices alone maybe a belated admis¬ 
sion that monopoly cannot be controlled in 
the present political set up. 

BANGLADESH 

Carrot and Stick 

THE unabated mass demonstrations and 
strikes by the opposition parties in 
Bangladesh since November 10 demanding 
the resignation of general H M Ershad have 
provoked him to proclaim a state of emer¬ 
gency for an indefinite period. Fundamental 
rights have been suspended and all political 
activity has been banned. A news ban has 
been imposed under which journalists can 
only report news on the political situation 
which comes from the government. Ershad 
justified the proclamation of the emergency 
by declaring that the national security and 
economy were under threat due to internal 
disturbances. This is the second time that 
Bangladesh has been put under emergency. 
The flrst time was when Mujibur Rahman 
declared a state of emergency in 1974 to sup¬ 
press his political rivals. 

The police arrested several opposition 
leaders after the declaration of the emer¬ 
gency. A joint rally of opposition parties in 
Dhaka called upon the people to defy the 
ban on political activity and carry forward 
the current political movement to force the 
resignation of Ershad. Addressing the nation 


on radio and television the day after he arm¬ 
ed himself with the emergency provisions, 
general Ershad outlined a proposal for a 
negotiated settlement of the political crisis. 
Ironically, he laid emphasis on democratic 
norms and the constitutional process for 
resolving the issues. Dismissing the opposi¬ 
tion demand for his resignation he said that 
“nothing warrants my resignation as 1 have 
not violated the constitutional provisions 
after assuming power as an elected incum¬ 
bent with a mandate from the people”. He 
went on to say that he is ready to discuss 
“all reasonable” issues with the opposition 
including the question of fresh elections. 

On November 28, a day after the declara¬ 
tion of emergency, the chiefs of Bangladesh’s 
armed forces called on president Ershad at 
the supreme command headquarters in 
Dhaka. The president, who is the supreme 
commander of the armed forces, is said to 
have di.scussed the political situation in the 
country with them. This is a significant 
development in view of the fact that 
Bangladesh has witnessed two protracted 
periods of martial law and 18 coup attempts 
since Mujibur Rahman’s a.ssa$sination. 

By December I, a number of opposition 
leaders were freed as part of the conciliatory 
moves initiated by Ershad in his carrot and 
stick approacn. Government emissaries had 
met Hasina Wajed and Khaleda Zia, both 
presently under house arrest, to convey 
Ershad’s promises of a free and fair poll. 
Ershad is thus making an attempt to open 
negotiations with the opposition. Mean¬ 
while, on December 3, the fundamentalist 
Jamaat-e-lslam announced the resignation 
of its members from the Bangladesh parlia¬ 
ment. There was speculation that the Awami 
league and its allies, which are the main 
parliamentary opposition, were also con¬ 
sidering quitting parliament. Finally, presi¬ 
dent Ershad dissolved parliament on 
December 6. 

It seems unlikely that the opposition will 
participate in ai^election supervised by an 
administration controlled by general Ershad, 
given the experience of the last elections that 
were heavily rigged. Assuming that the op¬ 
position agrees, under the offer of various 
inducements, it is highly unlikely that they 
will unite in an electoral alliance to contest 
the poll. Thus a resolution of the present 
political crisis is nowhere on the horizon. 


Correction 

In The Labyrinth of BhaktF by Hiren 
Gohain (November 14), on page 1971 some 
words were inadvertently omitted in the first 
two sentences of the second paragraph of the 
first column. These sentences should read: 

KshitI Mohan Sen’s outstanding work, 
“M«iieval Mysticism of India” (1935) is 
sometimes given to flights of ecstatic senti¬ 
ment. But it has a refreshing closeness to the 
soil and that great religious liberal did not 
allow his vision to be clouded by orthodox 
prejudices. 

The error is regretted. 

Ed. 
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BUSINESS 


VEGETABLE OILS 

Prices Decline, but Still 
No Clear Policy 

THE vegetable oils market scene has 
undergone a significant change recently. 
With a brief pause now and then, oil 
prices have been inclined lower for quite 
some time. The slide became pronounced 
toward the end of the first week of 
December, with prices declining by Rs 400 
to Rs 1,200 per tonne in a matter of two- 
three days. More significant than the 
decline in prices has been the turn in 
market sentiment. 

The recent decline in prices has had 
very little to do with the kharif crop 
estimates mooted at the 25th All-India 
Convention of Oil Industry and Trade 
held at Hyderabad on November 15 or 
with the optimistic a.s,scssment of rabi crop 
prospects following the more recent 
beneficial rains in a number of oilseed 
producing states. The estimates put up at 
the convention point to an acute shortage 
of indigenous edible oil supply this 
season. The estimates for the current 
season along with the previous season’s 
figures in brackets (in lakh tonnes) are: 
groundnut in shell 29.80 (40)—marketable 
surplus in kernel being placed at 16.69 
against 22.50—soybean 8.50 (II), 
sunflower seed 5.50 (4.50) sesame seed 
2.50 (4), toria 4 (3.50), ca.storseed 3 (3.50) 
and cottonseed 28 (30). 

The decline in prices and the change in 
market sentiment reflect the cumulative 
impact of a number of factors. The 
government has announced a series of 
measures over the past few weeks to 
discipline the market and bring down 
edible oil prices to rca.sonable levels. It has 
made known its plan to import 17 lakh 
tonnes of oil during the current season 
and also import five lakh tonnes of oilseed 
if available under aid. four fifths of the 
vanaspati industry's requirements con¬ 
tinue to be met with imported oil. Alloca¬ 
tion of imported oil under the public 
distribution system for December has 
been kept unchanged at a record two lakh 
tonnes for the fourth month in a row. 
Efforts arc being made to effect larger sale 
of imported oils in small packs through 
the PDS. The availability of edible oils in 
the open market is sought to be supple¬ 
mented by releasing a significant quantity 
of imported oils through auction and 
under open sale system. 

The union food and civil supplies 
minister H K 1. Bhagat slated the other 
day that there would be more than one 
auction of 50,000 tonnes or more. Because 
of the extremely poor response to the first 

2132 


public auction, the government promptly 
switched over to the open sale system and 
on December 4 the State Trading Cor¬ 
poration relaxed and simplified its pro¬ 
cedure for the sale of imported oil in order 
to ensure that the oil reaches the consumer 
in adequate quantity at the earliest. Under 
the new relaxed procedure, in addition to 
the Iicen.sed wholesale dealers, state civil 
supplies corporations, refiners and vanas¬ 
pati manufacturers who have refining 
units will also be eligible to huy the oil. 
While the quantity restrictioh for indi¬ 
vidual transactions continues to be that 
indicated in the wholesale dealer’s licence 
(500 tonnes for civil supplies corporations 
and 250 tonnes for refiners), the ceiling 
on purchases has been lifted and parties 
have been permitted recurring purchases. 
The bulk of the documentation prescribed 
earlier has been dispensed with. The buyer 
will now have to apply in a simplified 
single indent declaration by him regarding 
the status and end use. The fixed price of 
these oils will continue to be cx-STC’s 
tanks in bulk at Rs 18,(X)0 per tonne for 
crude rapeseed oil and Rs 19,(X)0 per 
tonne for refined palm oil and palmoiein. 
Stringent guidelines have been prescribed 
for the disposal of the oils purchased from 
the STC. Stock limits to be ob.served by 
the wholesalers and refiners have been 
reduced. The government has also decided 
to import 20,0(X) tonnes of fatty acids to 
augment raw material .supply for the soap 
industry. 

To cap it all, union mini.ster Bhagat has 
had a series of meetings with the leading 
edible oil refiners to persuade them to 
extend their full co-operation and strictly 
observe voluntary price discipline by keep¬ 
ing their processing margins at the 
minimum without undermining the 
viability of their operations. The manu¬ 
facturers of refined soybean oil and the 
packers and producers of mustard oil are 
reported to have volunteered to reduce the 
prices by Rs 3 and Rs 2.50 per one kg pack 
respectively and they have assured cor¬ 
responding reductions in other packs also 
with immediate effect. The manufacturers 
of certain popular brands of refined 
groundnut oil have also agreed to reduce 
.prices—by Rs 2 in the case of one kg 
packs with corresponding reduction in the 
prices of packs of other sizes. 

The cut in prices agreed to by the 
refiners has had an immediate impact on 
the market. With the kharif marketing 
season well under way and market psycho¬ 
logy having undergone a perceptible 
change, the pace of new crop oil supplies 
has got accelerated which in turn has fur¬ 
ther accentuated the bearish sentiment. 
The measures taken by the government 


have thus brought about a perceptibte 
change in the edible oils scenario. But 
while prices have come down substantially 
from their mid-August all-time highs— 
groundnut oil is down by 9.6 per cent, 
washed cottonseed oil by 27.3 per cent, 
non-edible rice bran oil by 35 per cent, 
refined soybean oil by 22.8 per cent and 
refined rapeseed oil by 22.2 per cent—the 
index for vegetable oil prices is still about 
8 per cent above its 1986 high. And com¬ 
pared with the prices which obtained at 
this time a year ago (December 5, 1986), 
groundnut oil is costlier by 33.7 per cent, 
kardi oil by 36 per cent, mahuva oil by 30 
per cent, non-edible rice bran oil by 29.6 
per cent, refined soybean and rapeseed 
oils by 23.5 per cent, washed cottonseed 
oil by 15.6 per cent, sesame oil 12.5 per 
cent, linseed oil by 29 per cent and castor 
oil by 92.7 per cent. 

In view of the partial failure of the 
major kharif oilseed crop of groundnut 
and prospects of the shortfall in kharif 
being made good through increased rabi 
output being far from reassuring, it is 
scarcely surprising that vegetable oil prices 
are currently ruling substantially above 
their levels a year ago. However, viewed 
in the context of the massive supply of im¬ 
ported oils, the higher level of prices does 
appear rather disquieting. New Delhi, 
therefore, has reason to feel concerned 
over the prices of edible oils—an essen¬ 
tial item of daily consumption. But the 
series of measures the government has 
taken in quick succession over the past few 
weeks indicate that it is still groping in the 
dark in search of a meaningful strategy 
to deal effectively with the admittedly 
difficult vegetable oils situation. 

It is not possible to evolve a rational 
approach unless the government is very 
clear about the policy options open to it 
and the implications of pursuing a parti¬ 
cular course of action. That there exists 
a large gap between indigenous supply of 
oils and demand will be readily conceded. 
The question is how does one go about 
dealing with this gap. Three options are 
open to the policy-makers. First, not to 
effect any import and allow demand- 
supply adjustment to be brought about 
entirely through the free interplay of 
market forces, rise in prices curtailing 
demand to the level of available supply. 
Since the rise in prices is bound to evote 
protests from vocal sections of the popu¬ 
lation, this course of action is unlikely to 
be politically feasible. There is, of course, 
the hope that high prices will act as a 
strong incentive to st^ up indigenous pro¬ 
duction of oilseeds/oils thereby helping to 
move faster towards achieving self- 
sufficiency. It however needs to be pranted 
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wd t&^prodiiidion dep^Btft OB ttw 
availalAity of « nuoiber of inputs. 
Price incentive alone will not do, even 
assuming that the farmer benefits sub- 
stantiaBy from high market prices, which 
in the case of edible oils and oilseeds is 
not alvwys the case The second option is 
to take a decision on the price level which 
the government considers as reasonable 
from the viewpoint of consumers as well 
as growers and keep importing oils to the 
extent necessary for maintaining the 
desired price level. This has serioitt foreign 
exchange implications as there is no know¬ 
ing how much oil will need to be imported 
to achieve the desired objective. The third 
option is to determine the quantum of 
imports in the light of the balance of 
payments position and ensure its most 
efficient use in order to subserve the 
requirements of the public distribution 
and also make the maximum impact on 
the market. 

The government has never really bothe¬ 
red to spell out precisely its policy objec¬ 
tives. The decisions on edible oil imports 
have generally been guided by the exigen¬ 
cies of the situation and the way the 
government has been going about alloca¬ 
ting imported oils at highly concessional 
prices to the vanaspati industry as also for 
the public distribution system is a telling 
illustration of the wasteful use of scarce 
foreign resources. With imports canalised 
and one-third of total edible oil supply 
under its full control, the government has 
only itself to blame if it cannot efficiently 
discipline the market. 

NUCLEAR POWER CORPORATION 

Cold Financial Facts 

AS per the plan and schedule disclosed 
at the formation of the Nuclear Power 
Corporation, the corporation has an¬ 
nounced the public issue of bonds in order 
to raise Rs 100 crore primarily towards the 
construction of the Kakrapara project in 
Gujarat. This is the first stage towards 
raising the required investment of 
Rs 10,000 crore necessary to achieve the 
target of 10,000 MW of nuclear power by 
the year 2000. Of this total capital require¬ 
ment about 37 per cent is to be generated 
from the corporation’s internal resources, 
a further 30 per cent will be provided by 
the government as equity or loan and the 
rest is to be raised from market 
borrowings. 

The corporation is certainly to be com¬ 
mended on the efficiency with which it 
has gone about the main purpose for 
which it was formed. It may be recalled 
that the plan of achieving 10,000 MW 
generating capacity by 2000 inevitably 
came face to face with some cold Hnan- 
dal facu. The nuclear power programme 


was afioctt^ JU 1^410 eroie in the Seventh 
Plan wdiich was hiked up aftd subsequent 
review by an additional Rs 600 crote. But 
it was quite clear that for nuclear energy 
to comprise 10 per cent of generated 
power by the end of the century, the 
capital investment would have to be of a 
much larger order. And hence the forma¬ 
tion of the corporation ostensibly so that 
the department could be 'flexible' enough 
to adapt to the changing needs of the 
energy market, but in actual fact to be 
able to geherate the capital required. The 
main objects of the company are interest¬ 
ingly enough not only to “plan and 
execute an integrated programme for 
harnessing and developing nuclear energy 
for generating electricity’’ but also to 
“promote protection of the enfironment’’. 
One is hard put to understand how a 
nuclear power company can have the 
second objective. Unless, of course, it 
actually believes in the public relations 
spiel it has been dishing out—that low 
level radiation (an unavoidable con¬ 
sequence of the nuclear industry) in small 
doses is beneficial for human health. 

Quite apart from this is the fact that the 
nuclear industry is extremely unrealistic 
and myopic in its projections—both In 
terms of the power generation targets to 
be achieved as well as the capital in¬ 
vestments required. Every one of the pro¬ 
jects undertaken by the erstwhile power 
plant engineering division which is now 
the NPC has been subject to long delays. 
This has contributed to cost escalation. 
It must be $tre.ssed that this cannot be 
regarded as a characteristic problem beset¬ 
ting the introduction and establishment of 
a new technology. 

Even in the US for instance the industry 
has been experiencing escalations in 
reactor capita! cost in the 80s of the order 
of 15 to 20 times that of those built a 
decade ago. According to an article in the 
Multinational Monitor three independent 
studies in the US have shown that the in¬ 
dustry has consistently failed to reconcile 
the estimates of future plant costs with the 
data obtained for plants built in the 1980s. 

All this has relevance for the notion of 
nuclear power being cheap. Comparisons 
of nuclear and coal or hyder generation 
are based on estimates of capital cost 
ratios. The break-even capital cost ratio 
in the US has stood at 1.2 and 1.4 which 
would mean that even if nuclear plants 
cost 20 to 40 per cent more than coal 
plants, they would still end up being equal 
in generating costs computed over the life 
of the plant. Whether the capital cost of 
nuclear power generation can be contai¬ 
ned within such limits is becoming in¬ 
creasingly doubtful. In India, besides, the 
performance of nuclear plants has at best 
been uneven with capacity utilisation 
being as low as 42 per cent. 


TWENTY YEARS AGO 

EPW, December 16, 1%7 

As we go to press, the diminishing 
intensity and frequency of aftershocks 
may be hopefully taken to mean that the 
major geological readjustment in the 
Koynanagar area in Maharashtra, of 
which Monday morning's earthquake is 
part, is complete. The trail of devasta¬ 
tion and human suffering left in its wake 
has yet to be assessed fully. The tally of 
the dead, now at 180, will rise both 
because a large number of the over 2,000 
injured are stated to be in a serious con¬ 
dition and because relief squads have yet 
to pick their way to many outlying 
villages, difficult to reach in normtd 
times but now made all but inaccessible 
by crumpled culverts and tom up 
roads... A former director-general of 
the Geological Survey of India has... 
advanced the hypothesis that the earth¬ 
quake may have been triggered by the 
.stresses created by the impounding of the 
large volume of water in the Koyna reser¬ 
voir. Other seismologists have found this 
theory pW/nn/octe questionable... but, 
Monday’s earthquake does probably 
mean that the seismic stability of the so- 
called ‘Deccan Shield’ cannot be taken 
for granted any more. 

« * * 

While social control of banks has 
stimulated a debate of sorts, reorganisa¬ 
tion of general insurance has attracted 
little attention. The total investment of 
private general insurance companies is 
only about Rs 40 crore. But general in¬ 
surance is important because it provides 
cover against natural, business and ac¬ 
cident risks... The large number of units 
of sub-economic size competing for a 
limited amount of general insurance 
business has led to wasteful competition 
and a variety of malpractices... Provi¬ 
sion of insurance cover to large industrial 
units with heavy capital investment, in¬ 
volving novel and large risks in many 
cases (for handling of radioactive sub¬ 
stances), is beyond the capacity of most 
insurance companies... [which] have not 
been eager or able to underwrite new 
types of risks. Schemes for health in¬ 
surance, for instance, have been taken up 
only in recent years... Insurance against 
personal accident and burglary has 
grown little. Protection against fluctua¬ 
tions in crop yield, cattle mortality, pest 
attacks, etc, is admittedly a difficult 
proposition but not an impossible one... 

* * * 

TWenty-two years after the end of the 
Second World War, the United States and 
Soviet Union are still in possession of 
Japanese territories... The official 
Japanese view is that the return of the 
Islands will fetch vast economic bene¬ 
fits ... More germane is the desire to 
regain sovereignty over its former ter¬ 
ritory long after the scars of war have 
been erased. 
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STATISTICS 







Variation (per cent) 



1 lnd«x Nuinb<*r» of Wholesale Prices 

Latest 

Over 

Over 

Over 





(1970-71 =: 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(21-11-87) 

Month 

Year 

28. 1987 

86-87** 

85-86** 

84-85 

83-84 

All Commodities 

1000 

411.1 

0.5 

8,4 

8.7 

4.8 

5.8 

7.1 

9.5 

Primary Articles 

417 

393.5 

1.1 

11.4 

13.4 

5.7 

2.1 

4.8 

ILO 

Food Articles 

298 

376.4 

0.8 

lO.I 

10.3 

7.2 

7.9 

6.4 

13.5 

Non-food Articles 

106 

402.5 

2.1 

31.2 

25.9 

6.7 

-10.3 

-2.3 

15.1 

Fuel. Power, Light and Lubricants 

85 

636.1 

0.3 

2.7 

1.6 

6.7 

11.9 

2.6 

7.6 

Manufactured Produtfts 

499 

387.6 


7.6 

7.0 

4.7 

7.2 

6.0 

8.7 






Variation (per cent) 



Coat of Living Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1987 

86-87 

85-86 

84-85 

83-84 

For Industrial Workers 

1960 = 100 

745» 

1.2 

10.2 

8.6 

8.7 

6.5 

6.4 

12.6 

For Urban Non-Manual Employees 

60 = 100 

674’ 

0,6 

9.6 

7.8 

7.3 

7.9 

8.1 

10.3 

For Agricultural Labourers 

July 60 to 

621* 

2.8 

7.8 

8.4 

4.8 

4.8 

0.2 

11.4 

June 61 = 100 














Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(20-11-87) 

Month 

Year 

27, 1987 

86-87** 

85-86* * 

84-85 

83-84 

Money Supply (M,) 

Rs crore 

1,53,257 

1,755 

21.924 

12,652 

21,627 

14,423 

I6,0i8 

13,031 




(1.2) 

(16.7) 

(9.0) 

(18.3) 

(13.9) 

(18.7) 

(17.9) 

Net Bank Credit to Cioverninent Sector 

Rs crore 

81,205 

1,267 

12,716 

9,907 

12,822 

6,555 

8,445 

5,757 

Bank Credit to Commercial Sector 

Rs crore 

97,284 

83 

10,694 

4,138 

10,576 

10,963 

10,809 

8,830 

Net Foreign Hxch Assets of Banking Sector Rs crore 

4,554 

169 

1,000 

-171 

1,251 

13 

1,419 

-104 

Deposit of Scheduled Commercial Banks 

Rs crore 

1,12,001 

1,624 

16,312 

9,257 

16,723 

13,160 

11,519 

8,550 




(1.5) 

(17.0) 

(9.0) 

(19.6) 

(18.2) 

(19.0) 

(16.4) 

Foreign Exchange Assets** 

Rs crore 

6,713 

7 

-5 

-905 

604 

197 

1,319 

1,233 

• 






(8.6) 

(0.8) 

(24.0) 

(28.9) 

Index Numbers of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (per cent) 


(1970 = 100) 






In 

fn 

In 

In 




1986 

1985 

1986 ‘ ' 

1985 ’ 

1984 

1983 

1982 

General Index 

KXI.OO 

222.0'" 

217.5 

204.4 

6.1 

6.4 

6.6 

4.2 

4.5 

Basic Industries 

J3.23 

288.7"’ 

272.6 

250.9 

7.7 

8.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

235.1'" 

231.0 

224.1 

2.4 

3.1 

6.6 

5.3 

-0.9 

Intermediate Goods Industries 

21.33 

IH7.I'" 

187.7 

179.2 

6.0 

4.7 

6.1 

6.8 

1.9 

Consumer Goods Industries 

30.46 

174.4'® 

173.1 

161.9 

5.3 

6.9 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

303.1'" 

286.7 

246.3 

14.0 

17.4 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

156.0"' 

156.9 

150,1 

3.4 

4.5 

0.2 

0.5 

6.5 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 

^ - 

■ “ 








(Sep 87) 

1987-88 

1986-87 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 

Exports 

Rs crore 

1.341 

7,411 

5,959 

12,550 

11,012 

11,855 

9,872 

8,908 






(14.0) 

(-7.1) 

(20.0) 

(10.8) 

(14.2) 

Imports 

Rs crore 

1,933 

10,399 

9,562 

20,063 

19,766 

17,173 

15,763 

14,356 






(1-5) 

(15.1) 

(8.9) 

(9.8) 

(5.0) 

Balance of Trade 

Rs crore 

-592 

2,988 

3,603 

-7,513 

- 8.754 

-5,318 

- 5,891 

-5,448 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 







... 

Month 


■ 








(June 87) 

1987 

1986 

1986 

1985 

1984 

1983 

1982 

Number of Applicants on Live Registers 

Thousand 

30,525 

.30.525 

27,812 

30,131 

26,270 

24,861 

23,034 

19,753 

(as at end of period) 





(10.9) 

(6.0) 

(7.9) 

(16.6) 

(10.7) 

Number of Registrations 

Thousand 

670 

2,656 

2,396 

5,473 

5,824 

6,220 

6,756 

5,862 






(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

(-6.6) 

Number of Vacancies Notified 

Thousand 

SO 

317 

298 

616 

683 

707 

827 

820 






(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

(-8.4) 

Number of Placements 

Thousand 

32 

180 

182 

356 

388 

407 

486 

474 






( 8.2) 

(-4.7) 

(-16.3) 

(2.5) 

(-6.1) 

Income 

Unit 

1985-86 • ‘ 

1984-85•• 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Cross Domestic Product (current prices) 

Rs crore 

2,15,024 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,13,548 

95,358 

87,214 

Gross Domestic Product (1970-71 prices) 

Rs crore 

64,988 

61,838 

59,541 

55,068 

53.470 

50,623 

47,191 

49,619 

Per Capita Income (1970-71 prices) 

Rupees 

798 

775 

764 

721 

720 

698 

664 

717 

1 * For current year upto latest month for which data are available and for corresponding period of last year. 



1 ** Excluding gold and SDRs. 










1 *■ Upto latest month for which data are available, 









1 + 4- Provisional data. 










Notes: (1) Superscript numeral denotes month to which figure relates, c g, superscript' 

indicates that the figure is for January and so on. I 

(2) Figures in brackets denote percentage variation over previous period. 
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CAPITALSCOPE 


The Fourth Year 

Bhabani Sen Gupta 


At the beginning of his fourth year as prime minister, much of 
the Rajiv Gandhi who had rainbowed the imagination of the 80 
million Indians who can buy consumer durables has faded away. 


A POLL was recently taken in Paris to 
find out the trench choice of a ‘perfect 
president’. The image that emerged was 
that of a president who would be 49 years 
old, five feet eleven inches tall, married 
with three children, determined, intel¬ 
ligent, honest, and close to the people. For 
the French, the essential qualities of a 
president arc intelligence, honesty and 
concern for others. 

In India, no pollster has so far tried to 
find out what most Indians like to see in 
their prime minister. At the age of 40, the 
Indian republic deserves to see in its prime 
minister much more than a dynast. In¬ 
deed, most Indians have not shown any 
preference for a dynast since indepen¬ 
dence Indin Gandhi was first the choice 
of the Syndic ne, and then of the voters. 
Rajiv Ganditi was chosen by his mother 
and got elected with a record majority 
only because she was as.sassinated by two 
men of her own security in her own 
garden. 

This month, Rajiv Gandhi completes 
three years of his term as prime minister, 
and steps on to the fourth. Will 1988 be 
the final year of his first term? Will he 
seek a new mandate through a mid-term 
poll? On November 4, he denied hartour- 
ing such intention; with a dash of sardonic 
humour, he said that the opposition par¬ 
ties had shown a lot of unity and he would 
like to give them some more time to close 
their ranks. But there are strong signals 
to suggest that Rajiv Gandhi is keeping 
a mid-term poll, in the spring or in the 
autumn, probably in the spring, a chancy 
option. 

The victory in Nagaland is not exactly 
a shot in the arm of the Congress party, 
nor is it a setback for ‘regionalism’, as 
so^ analysts claim. Of much greater 
si^ficantx is the new mass-contact 
aggressiveness the party is showing all over 
the country, especially in Punjab and 
Uttar Pradesh. Of even greater import is 
the flirting that has begun between the 
Congressfl) and the RSS. Since Rgjiv 
Gandhi has given no convincing evidence 
that he has ai^ ideological persuasion, 
and since he is dearly enjoyii^ bdng- 
prime minister, it is- only reasonable to. 


assume that he will do whatever he 
believes will help him win a reasonably 
decent majority in the next Lok Sabha 
election. 

At the beginning of his fourth year as 
prime minister, much of the Rajiv Gandhi 
who had rainbowed the imagination of 
the 80 million Indians who can buy con¬ 
sumer durables has faded away. He is no 
longer the sunshine hero arbitrarily 
groomed by fate to rule a nation of 780 
million people. He still looks impressively 
fresh, his pde orange complexion sparkles 
with beams of power. The office collects 
its taxes. His bald is visible to the naked 
eye; he has grown a small paunch which 
he hides like a military secret. His Mr 
Clean image lies shattered though the in¬ 
sinuations of corruption against him have 
not been proved, and will probably never 
be. But if a national poll be taken, a large 
majority would hestitate to certify him to 
be innocent of wrong-doing. Reputation, 
once lost, is seldom regained; remember 
the wail of Cassio in “Othello”, “0,1 have 
lost my reputation! I have lost the im¬ 
mortal part of myself...” 

His place in the Indian political con¬ 
stellation, which is in ferment but is not 
yet a cauldron, was summoned up in an 
India Survey in the May 9 issue of The 
Economist, of London, with some suc¬ 
cinctness: “Rajiv Gandhi inherited an 
India with four resentful claimants to 
power in the states, three insurgencies, and 
a few pockets,of minor rebellion. IVo 
years later, all four would-be state govern¬ 
ments have been voted into office, all 
under leaders his mother had accused of 
treason. One insurgency is over, one is 
mostly tamed.'and the Punjab is bloodier 
than ever. The mini-rebellions splutter on. 
These are the initial results of Mr Gandhi’s 
policy of peaceful coexistence!’ 

Rajiv Gandhi did indeed launch his 
prime ministership flying a banner of 
peaceful coexistence. If it hasn’t worked 
better than a‘ porridge of pluses and 
minuses, it is because the prime minister 
has not been able to acquire the stature 
of the political leader of a democracy that 
has entered a most difficult and complex 
phase of transition from single-party 


dominance to a multi-party regime. His 
style is still that of a pilot who cares most 
for safe-landing. His Doon School ap¬ 
proach to politics has collapsed. His 
instincts now tell him that politics is much 
more than the science of business manage¬ 
ment taught at Harvard, that in a develop¬ 
ing turbulent nation like India, the com¬ 
puter has a limited, though creative reach. 
But with a mind that is astonishingly apoli¬ 
tical, whose instant reflex is how to ‘fix’ 
a problem, he remains a stranger to the 
political process and is often tempted to 
believe that somehow he is born above it. 

The base of political power with which 
he started as prime minister is shattered 
like a ship blasted by missiles. Arun 
Nehru, once a leading light in the counter¬ 
culture in Congress politics, has flocked 
to the prime mini.ster’s arch rival, Vishwa- 
nath Pratap Singh. Arun Singh has 
vanished in the limbo. Arjun Singh let’s- 
plcase-all-to-stay-in-power tactics have 
fallen by the wayside. The untitled princel¬ 
ings Rajiv Gandhi had drafted to moder¬ 
nise India with large helpings of imported 
technologies. World Bank recipes, and 
foreign investments may not survive the 
next poll or even the next cabinet 
reshuffle. 

In his third year, Rajiv Gandhi turned 
to the old guard confirming once again 
that in Indian politics no one is an enemy, 
everyone is a potential friend. K C Pant, 
with a bit of ‘giasnost’ and a lot of sea¬ 
soned parliamentary skill, blunted some 
of the edges of the Fairfax and Bofors 
affairs. The opposition yields to reason 
and candour, not to the arrogance of a 
young man who is convinced that he has 
not done wrongrand is outraged that his 
words are not taken as adequate evidence 
of his innocence. He turned to Uma- 
shankar Dixit to somehow redeem his pro¬ 
mise to hold election in the Congress 
party. The elderly leader’s report is now 
with him. As, and if, he reads it, he’ll find 
that organisational election is out of the 
question before the next poll if the party 
is to be held together as a single 
organisation. 

Since 1985, the party has lost four-and- 
a-half elections and won one. But the 
prime minister stubbornly refuses to 
recognise the cardinal fact that the 
hegemony of the Congress ih Indian 
politics has finally passed. It has lost the 
South, much of the East, and quite a bit 
of the North; it rules not much of the 
coastal India which has historically acted 
as the ushcrer of change. The divided 
opposition will give Rajiv Gandhi another 
tenure at the centre, but piobably with no 
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more than a working majority, and with 
a much stronger parliamentary opposi¬ 
tion. But at the state levei. the certitudes 
of Congress fortunes are no more. It’s 
pretty certain that the Congress will lose 
Uttar Pradesh and Bihar in addition to 
Orissa, perhaps Maharashtra if Sharad 
Rswar is not installed chief minister. In the 
early 90s, the correlation of political 
forces in India will most probably shift in 
favour of the non-Congress parties. 

The Congress could still rule at the 
national level. But not unless it transforms 
the tactical line of peaceful coexistence 
into strategy of detente. That means a 
federal polity within the union frame¬ 
work, a real dispersal of power and 
resource to the states and then, down 
below, to democratically elected, struc¬ 
turally and functionally rejuvenated local 
self-governing bodies—municipalities and 
zilla parishads and panchayats, which do 
not radst in Congress-ruled India, it is not 
Rajiv Gandhi’s fault that his party is a 
mass of inertia in the larger inert matter 
of an under-developed democracy, that 
refuses to act with other chemicals of 
change. The party was reduced by his 
mother to a passive instrument of imperial 
power. She also reduced chief ministers to 
minions. Rajiv Gandhi is left with a party 
he does not know, has not grown up with, 
cannot handle, but must depend upon for 
the exercise of political power and to 
battle for voters’ support. He doesn’t have 
a single chief minister who can win an 
election, and he himself is not an election 
winning warrior. Whilly nilly he stands 
identifled today with the party that he had 
described only three years ago in words 
that, if recalled, would make him squirm. 
“We (Congressmen)”, he told a huge 
centenary gathering in Bombay, “obey no 
discipline, no rule, follow no principle of 
public morality, display no sense of social 
awareness, show no concern with public 
weal. Corruption is not only tolerated but 
even regarded as the hallmark of leader¬ 
ship!’ It is the party of V B Singhs, 
P B I^tnaiks, B P Dubey’s and H D Joshis, 
and he has not proven to his countrymen 
that he is really different. How long can 
these poor residuals of a once-mighty 
organisation hold for him the cracked 
ramparts of power in the Hindi belt? 

Indeed, in his fourth year, the prime 
minister is shackled in four traps that arc 
joined with one another. The trap of the 
decayed degenerated party which is a 
medley of mutually warring, scheming, 
ruthlessly competing factions each pro¬ 
tected by the wings of an ambitious, 
unscrupulous, conspiratorial personality. 
The trap of the bureaucracy with which 
the prime minister has tied himself in a 
love and hate reladonship. The entrenched 
powerful, crafty, seasoned ‘No’ men on 
whom he depends for almost everything. 


with whom he feels comfortable; who 
have learnt the art of sloping him on the 
tracks of Us fragile innovative initiatives, 
and whom he hates because all they can 
re^y deliver is the bones of the status quo 
and the arteries of continuity. 

He is trapped by his image makers. 
They made him the winged hero of the 
21st century, hastening thither on the 
adulating shoulders of the middle classes 
that can buy consumer durables. It was 
too late when he realised that the image 
they made of him was crafted with papier 
mache. The papillons are still around, but 
the prime minister has acquired something 
of a periscopic mind realising that his 
future lies in the hands of the poor who 
can hardly buy the bare essentials of 
human existence. How can they recast him 
in the image of a ‘socialist’, a defender of 
the public sector, even as an ‘imperialist’ 
now that he speaks soft words of friendli¬ 
ness with the Reagan people, and believes 
Bush’s words that the CIA has forgotten 
a country named India? The long sono¬ 
rous resolution adopted by the Congress 
high command in April—never taken 
seriously at home or abroad—is now no 
more than a ‘document in madness— 
thoughts and remembrances fitted’. Finally, 
he is trapped in his own fine art of ad 
hocism. He has dispersed the business of 


s 

decision-making so effeohcljr that no 
minister or secretary knows who esiactly 
is doing what except that in charge of 
everything is the prime minister and his 
office, PMO—New Delhi’s mini-White 
House. 

But Rajiv Gandhi is not fading out in 
1988 or 1989. Delhi and Puryab may be 
bristling with sten guns. But he is our 
prime minister for some more years to 
come. His world image is upbeat, while 
at home; some candles of hope have been 
re-lit in his leadership. He must get out 
of the four traps and be himself. Bold, 
innovative, speaking the unspeakably 
thinking the unthinkable, doing the un- 
doabie. If he cannot, he will stay as a pale 
prime minister for a while, while India 
works its own way to writhe out of the 
long monopoly of Congress power. The 
bourgeoisie is a large, fragmented class of 
several mutually competing parties. An 
alternative to the Congress is an inchoa- 
tion in Indian politics. Even if it is a 
bourgeois alternative, as it is likely to be, 
it will have to care for the poor more than 
the Congress whose sensitivities have been 
eaten away more by a long monopoly of 
power, for the simple reason for several 
decades more of our democracy, it is the 
poor who will determine who’s to rule and 
who is not. 
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INTERNATIONAL AFFAIRS 


Frying New Rice for a Change? 

GPD 


The eighth round of talks between India and China has taken a 
few faltering steps forward in working out a bilateral framework 
for relations between the two countries. The leader of the Chinese 
delegation described the Chinese mood rather vividly by citing a 
Chinese proverb that people tended to fry old rice again and 
again. He said he did not believe in that practice. 


WITH the conclusion of the eighth round 
of talks between India and China, one 
more step has been taken towards the nor¬ 
malisation of relations between the two 
countries. The importance of this round 
of talks consists in the fact that it took 
place against the background of the Dalai 
Lama's visit to the United States in 
September, the disturbances in Tibet and 
a weak but definite effort on the part of 
a section of our media and politicians to 
try and rai.se the so-called question of 
Tibet. l.ess than a month before the talks 
were due to begin in New Delhi, the Beij¬ 
ing Re'.'i.'w contended that Tibet became 
an inalienable part of China way back in 
the t'nriecn'!i century. The article wasmot 
inai> ing only historical point, it gave the 
first -I'.gnal to the government of India that 
the Dalai Lama’s visit to the US and the 
various statements that he made there will 
not be a hurdle in the process of nor¬ 
malisation of relations between India and 
China. The article quoted Nehru endors¬ 
ing Chinese sovereignty (or suzerainty if 
you will, Nehru had added in parenthesis) 
over Tibet. The implication was more than 
clear. The Tibetan issue is closed. At any 
rate as long as India is not interested in 
playing it up, the Chinese leadership will 
not permit that to be the hurdle. The 
article also made the point that the recent 
riot in Lhasa “was designed in faraway 
quarters as an echo to the Dalai Lama’s 
separationist activities during his visits to 
the US and Europe". The reluctance to 
blame India for the Dalai Lama’s activities 
even by implication was dear and notice¬ 
able. The riot in Lha.sa, the Dalai Lama’s 
speech in the US on September 21 and 
some minor enthusiasm for the so-called 
Tibetan cause in India could have very 
well put the talks in jeopardy. What the 
November talks achieved was proof that 
both the countries are capable of letting 
sobriety and commonsense rule the thrust 
of their relationship if they mean to. 

The eighth round is probably the last 
in this series of talks. The first five rounds 
were rather preliminary in nature, grop¬ 
ing for not necessarily difficult-to-identify 
general principles. With the sixth round 
of talks the idea of discussing the border 
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‘sector-by-sector’ was mooted. The 
Chinese did not like it, they were think¬ 
ing more in terms of a ‘package*. They 
must have thought—and if they did, they 
were not too wrong—that this amounted 
to saying that the line of actual control 
in the eastern sector was agreed upon 
whereas in the western sector it was ppen 
to negotiations. In contrast the package 
approach implied that the Chinese 
acceptance of Indian sovereignly over 
Arunachal Pradesh was contingent upon 
Indian acceptance of Chinese sovereignty 
over the Aksai China area. In a way, 
therefore, the .sector approach of the sixth 
round took the Sino-lndian talks back to 
square one. 

What followed that round was the in¬ 
evitable result of that approach. While the 
sector approach “has now gone into the 
dustbin”, as one newspaper put it, it 
created a fresh set of problems all of its 
own. The seventh round was marked by 
higher levels of suspicion between the two 
states. It was taking place against the 
background of Indian allegations of 
Chinese violation of the line of actual 
control. The echoes of the Sumdorong 
Chu incidents were heard in parliament 
as late as the middle of November when 
Syed Shahabuddin, the Janata party MP 
who manages the dialectical relationship 
between communalism and secularism 
and obscurantism and modernity to his 
political advantage, wanted to know how 
the government of India described what 
the Chine.se did in Sumdorong Chu in the 
eastern sector. Was it an attack, that 
secular Mu.slim MP from Bihar asked of 
the defence minister. The defence minister 
contemplated the question a little and said 
that he did not ‘con.sider it as an attack; 
it was an intrusion". 

The strength of the neo-Brahmanical 
traditions in our country being what it is, 
it is easy to see that the binary opposition 
in the minds of China-baiters in our coun¬ 
try has changed. It used to be sovereignty 
versus suzerainty (in regard to the nature 
of the Chinese claim over Tibet) in the fif¬ 
ties and the sixties. It has been replaced 
by not quite binary opposition perhaps 
but certainly by the distinction between 


intrusion (K C Pant view) and attack 
(Syed Shahabuddin view). Like the earlier 
distinction between sovereignty and 
suzerainty even this must be quite mean¬ 
ingless in Beijing. But a Brahmanical 
tradition does not recognise such dif¬ 
ferences. It has understandably a world of 
discourse of its own! However the fact of 
the matter is that it was neither an attack 
nor an intrusion. The exchange between 
the Janata MP and the defence minister 
look place on the very day that Liu 
Shuqing and his colleagues on the Chinese 
negotiating team landed in Delhi. For¬ 
tunately, however, the Chinese ignored the 
subtle and the not-.so-subtle distinction 
that was being made in the Lok Sabha. 
But in a sense that remains the fundamen¬ 
tal problem between India and China. 
One can talk of attacks and intrusions 
only in the case of settled borders. India 
and China do not have a settled border. 
Further it is not as if recognising that fact 
IS ipso facto rejection of either party’s 
claims. All that it means is that the con¬ 
tending parties agree to look upon their 
border question as an open question with 
a view to working out a solution in terms 
of political compromise and geographical 
principles, .something which the Soviet 
Union and China seem to be doing bet¬ 
ween themselves. The eighth round 
demonstrated that perhaps we are more 
willing than ever to look for a solution. 
The reference to the Soviet Union above 
has to be clarified. The nature of the 
Soviet Union’s border problem (vis-a-vis 
China) and that of ours are radically dif¬ 
ferent. The Soviet Union has to make 
almost unilateral concessions. Our pro¬ 
blems with the Chinese are a little dif¬ 
ferent. If a compromise emerges, it would 
be a mutual compromise. Likewise the 
role of the Soviet Union in any Sino- 
lndian settlement can be and has been ex¬ 
aggerated in at least a section of our press. 

I he Sino-lndian relationship did not 
deteiiorate because of the Soviet Union. 
Nor IS It likely to improve because of the 
Soviet Union. India and China aie quite 
autonomous (of big powers, that is) when 
it comes to settling their dispute. It is an 
old-fashioned pre-capitalist territorial im¬ 
perative that has prevented a working 
solution of the Sino Indian problem. It 
would be wrong to look upon Sino-lndian 
troubles in a very broad international 
framework. The eighth round of talks has 
taken a few faltering steps forward in 
working out a bilateral framework for 
relations between the two countries, in¬ 
cluding the easing of tensions on the 
border question. The leader of the 
Chinese delegation described the ( hinese 
mood rather vivjdly. Emphasising the 
need for a fresh approach Liu Shuqing 

:i.r 


December I.’ 1987 



uuRi« \.^iiuic»c fnvvcru uim pcupic iroiapu 

to fry old rice again and again. He said 
that he did not believe in that practice. 

It is strange but true that while the signs 
of thaw were generally visible n'othing 
much in concrete terms has been achieved 
yet. The prime minister has agreed to visit 
China. In a couple of news items follow¬ 
ing the talks it looked as if the visit might 
in fact take place sometime in 1988. Given 
his penchant for signing accords, he would 


WITH the prospect of a dramatic dis¬ 
integration of the ruling party, which 
some opposition parties and personalities 
had fondly entertained for some time, 
fading away, complex shifts are rapidly 
taking place in the alignments in the camp 
of the opposition parties. What shape 
these alignments finally take close to the 
general elections to the l^k Sabha which 
arc due to take place more than two years 
hence is anybody’s guess. But interesting 
tactical arrangements are already in the 
process of being made by the opposition 
parties. The Janata party, which itself has 
no solid and secure mass base of its own 
in the country as a whole or in any part 
of it such as the communist parties, 
especially the CPl(M) and some regional 
parties can count upon, is playing a pro¬ 
minent role as an honest broker among 
the opposition parties in this context. 

It has been interesting to watch the part 
of the Janata party at two recent rallies 
of the opposition parties, one organised 
by the lUP in New Delhi and the other 
in Saharanpur by the lx)k Dal(A). The 
Janata party was represented at both the 
rallies. But the Jan Morcha of V P Singh 
preferred to participate in the Saharanpur 
rally. The Lok Dal(B), which should really 
be designated as Lx)k Dal (Devi Lai), on 
the other hand was active in the New 
Delhi rally. Subsequently at the national 
executive of the Janata party, in which the 
issue of opposition unity was the main 
item on the agenda, the alignment of the 
Janata party with Jan Morcha and Lok 
Dal(A) found greater support than an 
alliance with BJP and Lok Oal(B). The 
efforts of the Janata leaders for a merger 
of Lok Dai(A), Lok Dal(B) and Janata 
party which have failed to make headway 
were dropped as futile by the Janata 
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nioe-IociPng, well-written document. But 
for his verbosity K Natwar Singh might 
in faa be the man to draft a neat, readable 
accord. If he did, Rajiv Gandhi might 
finally sign an accord which would 
actually work. But then one will have to 
wait and see. If we let go this opportunity 
the Chinese may not like to fry old rice 
once again or, if you prefer an Indian pro¬ 
verb, to boil the stale curry once again. 


executive. 

The left parties, led by the CPI{M), 
meanwhile, are keeping a close watch on 
the shifting opposition alignments. Their 
main tactical thrust for the time being at 
least is to consolidate the alliance of four 
left parties, even while keeping the lines 
of communication open with all opposi¬ 
tion parties minus the BJP and join hands 
with them in agitations on popular issues. 
They aim to isolate the BJP from any op¬ 
position political or electoral alliance. A 
great deal of importance and significance 
is attached in this context to the success 
of the mass rally which the left parties are 
organising in New Delhi. There is con¬ 
siderable satisfaction in left circles that the 
BJP rally in New Delhi was not a big 
affair and they hope to eclipse the BJP 
rally by a much more impressive one of 
their own. 

The opposition scenario is thus both 
complex and confusing. This is giving the 
impression in many political and popular 
circles, especially among those who sec in 
the Congress hegemony a guarantee of 
order and stability, that the Congress(I) 
and its leader, prime minister Rajiv 
Gandhi, have ridden the political storm 
in which they were caught for some time, 
it is, therefore, fondly believed that it will 
be now the turn of the Congress(I) and 
its leader to once again assert themselves 
more forcefully. It is curious, however, 
that this is not really happening. What 
seems still to dog the ruling party’s steps 
is the situation inside the ruling Con- 
gress(I) which remains uncertain because 
of the traditional factional divisions and 
constant in-fighting on that account. 
What is making matters more uncertain 
is that the party leader is simply unable 
efficiently to manage the affairs of the 


party ana.mspire cqnuoance rainapBr^ - 
in his leadership abilities. His inabiiity or 
unwillingness to make moves such as a 
reshuffle of the union cabinet or changes 
in the leadership of the Congress(I) 
ministries in the states only strengthens 
the impression among the aaivists and 
supporters of the ruling party that the 
leader is unable to cope with his respon¬ 
sibilities towards the party and the govern¬ 
ment over which he presides. The idea of 
holding Congres$(l) organisational elec¬ 
tions is, therefore, regarded with a great 
deal of scepticism and as something that 
can only raise the proverbial hornets’ nest 
in the party and create more problems. 
This is a state of affairs that really gives 
the opposition parties their chance to 
mobilise public opinion against the ruling 
Congress(l) party even as they engage in 
political horse-trading among themselves. 
The political scenario is indeed such that 
it can spring surprises. What is regarded 
as a calm period on the political horizon 
after a lot of excitement may actually be 
deceptive and may turn out to be the pro¬ 
verbial lull before a storm. 

With the ivory tower existence of the 
leader of the ruling party and the govern¬ 
ment and his lack of rapport with political 
activists even in his own party, let alone 
those on the periphery of the party, as well 
as alienation from the mass of the people, 
Rajiv Gandhi is tending to more and more 
indulge his whims and fancies in administ¬ 
rative matters without any kind of restraint 
and to misuse power in the most brazen 
manner. The public allegation by the chief 
minister of West Bengal, Jyoti Basu, that 
the intelligence agencies of the central 
government have been directed to in¬ 
vestigate and pin on him some corruption 
cases has, therefore, attracted much atten¬ 
tion. If intelligence agencies have indeed 
been so let loo'.e—and Jyoti Ba.su could 
not have levelled the allegation that he has 
done lightly- this is regarded as ominous. 

Jyoti Basu is one ol the veteran political 
leaders in the country who is respected for 
probity and integrity. There can be no in¬ 
spiration behind the fishing expedition by 
intelligence agencies against him other 
than vendetta for his outspoken criticism 
of and opposition to the prime minister 
and the ruling Congress(l). if even Jyoti 
Basu can be made the target of the in¬ 
telligence hounds, no one else, whatever 
his status and standing may be, can feel 
safe and secure in exeicising freely his 
democratic and political rights. The issues 
at stake here are indeed of a far-reaching 
nature. 

The misuse of state power against poli¬ 
tical opponents and to put down political 
dissent can be seen lately to be assuming 
alarming proportions. The manner in 
which the Indian Express newspaper 
group is being handled and harassed has 
raised grave questions in this context. The 


POLITICAL COMMENTARY 


Deceptive Calm 

Niehtar 

The opposition political scenario has turned complex and 
confusing and this has led the Congress(I) and its supporters to 
conclude that the party and its leader have pulled through the 
political turmoil in which they had seemed caught. But this may 
turn out to be the lull before the storm. 
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sutqpenihHt of tiie deipocsriftfk futctioiiiiig 
and lUlks on tlw ‘undisputed leader* prin- 
dpie in the ruling party may be an inter¬ 
nal problem of the ruling party but there 
are wider implications of tlds. The manno’ 
in which the concept of the security of the 
leader have been perverted to focus on his 
spedal position by harassing people 
deserves attention. The growing tendency 
to use musde power on the part of the rul¬ 
ing party cadre against all those who ques¬ 
tion the supremacy of Congress(l) and its 
leader can also not go unnoticed. The in¬ 
sistence on holding loan melas in Tripura 
on the eve of a.<isembly elections there 
against the wishes and advice of the chief 
minister is quite extraordinary. 

All this and more add upto the enfeebl¬ 
ing of the democratic commitment in rul¬ 
ing circles and, looked at in a larger 
perspective, the emasculation of the 
democratic process in the polity. These 
trends indicate the growth of ideas and 

CIVIL LIBERTIES 


AMNESTY INTERNATIONAL’S report, 
published on November 20, on “Allega¬ 
tions of Extrajudicial Killings by the Pro¬ 
vincial Armed Constabulary in and 
around Meerut, May 22-23, 1987’’ is in the 
fine tradition of its reports on violation 
of human rights falling within the scope 
of its mandate. In 1984 at least two peti¬ 
tions were filed in the Supreme Court for 
the disbandment of the PAC of Uttar 
Pradesh in the wake of the 1983 riots. 
They were admitted by the court but have 
yet to be heard finally. 

The bare facts of May 22 and 23, 1987 
are these. In mid-April 1987 communal 
riots erupted in Meerut. They recurred 
with greater fury a month later. On 
May 22 several hundred men were round¬ 
ed up and taken away in several trucks by 
PAC men from the Hashimpura area of 
Meerut. The PUDR had reported that 611 
men had been taken away, many of whom 
were beaten. Several dozens were taken to 
the banks of the Upper Ganga Canal and 
shot. Their bodies were thrown in the 
caiud. 

The next day. May 23, in the afternoon 
PAC men went on the rampage in the 
village of Maliana, some 10 kms from 


bdhaviour patterns in the ruBng establish¬ 
ment in d fascistic mould which presages 
the destruction of the democratic order. 
With deprivation and exploitation of the 
mass of the people, widespread illiteracy 
and unemployment, growing disparities in 
incomes and living standards which are 
alienating the upper and middle classes 
from the common man, the material base 
for the democratic order is already very 
fragile. If in these conditions persons and 
parties in power try desperately to cling 
to office in the face of eroding popular 
sanctions, injury to the democratic order 
is bound to be very deep and even fatal. 
The only guarantee of the preservation of 
constitutional democracy in India is 
scrupulous regulation of the behaviour 
pattern of those in power within the 
framework of strict democratic norms. 
This is an issue which is assuming impor¬ 
tance and needs to be agitated with vigour 
and concern by activists of all political 
parties. 


Meerut, shooting men, women and 
children and setting fire to homes. At least 
30 people were killed. Amnesty has the 
names of 29 of them. It has the names and 
details of 32 persons who ‘disappeared’ 
after being taken away by the PAC from 
Hashimpura. They were also shot and 
their bodies thrown in the Ganga Canal 
near Muradnagar. Amnesty also has the 
details of live persons detained by the 
police on May 22 who died in jail, 
allegedly as & result of police torture. 

Amnesty’s report draws on Indian press 
reports but is not based on them entirely. 
The report is based substantially on 
Amnesty’s own investigation and rely on 
documents such as complaints to the 
police and statements by eyewitnesses who 
were fortunate to survive. There are 
detailed reports by survivors. The last 
chapter of the report embodying the con¬ 
clusions and recommendations is set out 
in full below. 

After a detailed review of reports in the 
Indian and international news media and 
others visiting the area, and of statements 
from eyewitnesses including survivors. 
Amnesty International has concluded that 
there is strong evidence that members of 


the PAC were responsible for the ‘disap¬ 
pearance’ of at least 36 men from the 
Hashimpura area in Meerut late on 
May 22 and for the deliberate killing of 
at least 30 apparently unarmed civilians 
in neighbouring Maliana the following 
day. There is also some evidence to sug¬ 
gest that at least five men arrested in con¬ 
nection with the rioting died in jail mainly 
as a result of injuries inflicted upon them 
after arrest. 

Families of the ‘disappeared’ are still 
anxious to receive clarification of the fate 
or whereabouts of the dozens of men 
taken away by the PAC on May 22. 

The United Nations (UN) has repeated¬ 
ly expressed its concern about and con¬ 
demnation of extrajudicial killings and 
‘disappearances’. It has called on govern¬ 
ments to take effective measures to pre¬ 
vent such abuses. For example the Sixth 
UN Congress on the Prevention of Crime 
and the Teatment of Offenders adopted, 
in August 1980, a resolution in which it 
deplored and condemned: “the practice of 
killing and executing political opponents 
or suspected offenders carried out by 
armed forces, law enforcement or other 
governmem agencies...’’. The UN body 
also “affirms that such acts constitute a 
particularly abhorrent crime the eradica¬ 
tion of which is a high international 
priority;’ and in a subsequent resolution 
at the 7th UN Congress “calls upon all 
governments to take urgent and incisive 
action to investigate such acts, wherever 
they may occur, to punish those found 
guilty and to take all other measures 
necessary to prevent those practices...’’. 

Amnesty International further wishes 
to draw attention to resolution 33/173 
passed by the UN General Assembly on 
December 20, 1978, expressing the inter¬ 
national community’s deep concern about 

. . reports from various parts of the world 
relating to enforced or involuntary disap¬ 
pearances of persons as a result of excesses 
on the pan of law enforcement or security 
authorities... Concerned also at reports of 
difficulties in obtaining reliable information 
from competent authorities as to the circum¬ 
stances of such persons, including reports of 
the penistent refusal of such authorities or 
organisations to acknowledge that they hold 
such persons in their custody or otherwise 
to account for them... Deeply moved by the 
anguish and sorrow which such circum¬ 
stances cause to the relatives of disappeared 
persons... 

The UN General Assembly called on 
governments: 

In the event of reports of enforced or in¬ 
voluntary disappearances, to devote ap¬ 
propriate resources to searching for ‘disap¬ 
peared’ persons and to undertake speedy and 
impartial investigations; 

To ensure that law enforcement personnel 
and security authorities or organisations are 
fully accountable, especially in law .. such 
accountability toJnclude legal responsibility 


Amnesty Report on Meerut Killings 

A G .’NtMirani 

Amnesty I 'ternationaVs report on the killings by the PAC in and 
around Meerut in May is based substantially on Amnesty’s own 
investigations and rely on documents such as complaints to the 
police and statements by eye-witnesses who were fortunate to 
survive. There are detailed accounts by survivors. 
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for unjusiiflabte excesses which might lead 
to enforced or involuntary disappearances 
and to other violations of human rights; 
To CO-operate with other Governments, rele¬ 
vant United Nations organs, specialised agen¬ 
cies, intergovernmental organisations and 
humanitarian bodies in a common effort to 
search for, locale or account for such per¬ 
sons in the event of reports of enforced or 
involuntary disappearances... 

Amnesty international acknowledges that 
the state and central governments have 
already taken some steps to investigate the 
allegations that PAC personnel were in¬ 
volved in extrajudicial killings and 'disap¬ 
pearances’ on May 22 and 23. Not all 
these investigations are inquiries by a 
judicial body. Amnesty International 
believes to be best suifed to investigate the 
allegations independently and impartially. 
No reports of these inquiries, nor their 
outcome, are so far known to have been 
published. 

Apart from the reported suspen.sion of 
the PAC Commandant R D Tripathi, said 
to have ordered the Maliana shootings, no 
proceedings arc known to have been in¬ 
stituted against PAC personnel allegedly 
involved. The lack of any such steps could 
create the impression that the PAC can act 
with impunity. 

Amnesty International believes that the 
conduct of speedy and effective inquiries 
by an independent and impartial body 
into allegations of extrajudicial killings, 
torture and 'disappearances’, the publica¬ 
tion of these reports and the bringing to 
justice of those responsible for such 
human rights violations are important to 
demonstrate the government’s determina¬ 
tion that such abuses will not be tolerated 
and that the guilty will be punished. These 
measures could prevent future such 
human rights abuses. 

Previous experience shows that while 
some form of investigation may be held, 
any reports usually remain unpublished 
and prosecution of officials responsible 
is extremely rare. 

Amnesty International therefore 
recommends; 

(1) That the government take all pos.si- 
ble steps to establish what happened to the 
dozens of men who ‘disappeared’ from 
the Hashimpura area in Meerut on 
May 22—including those named in this 
report—who were la.st .seen being taken 
away by the PAC; that it publish the report 
of the Gian Prakash Committee in full, 
as «'•!! as 'hi‘ outcome of CID and CBl 
inq,;iin.s if t icy clarify the fate or 
whereabouts of the 'disappeared'; that the 
government also consider instituting a 
comprehensive judicial inquiry to in¬ 
vestigate the allegations of .irrests, 'disap¬ 
pearances' and secret killings through im- 


■f. 

partial ind independent means and if it 
is con^nned that security personnel were 
responsible for 'disappearances’, they 
should be speedily brought to justice and 
the relatives of the 'disappeared* should 
be given adequate compensation. 

(2) That the government publish the 
report, or at least the findings, of the 
judicial investigation now being carried 
out into the killings which took place in 
Maliana on May 23 and, if evidence is 
established that the PAC were indeed 
responsible for extrajudicial killings of 
civilians as alleged, that those re.sponsi- 
ble be identified and be speedily brought 
to justice. The families of the victims, 
including those named in this report, 
.should be given adequate compensation. 

(3) That the government publish the 
report or at least the findings of the 
magisterial inquiry into the alleged 
beatings of prisoners in Fatehgarh jail bet¬ 
ween May 24 and 27, and if it is esta¬ 
blished they died as a result of torture in 
jail, that those resppnsible be brought to 
justice. Adequate compensation should be 
given to their relatives. 

(4) That the serious charges again 
levelled against the PAC will lead to a 
review of the composition, structure and 
training methods of the force. Current 
procedures for the selection, training and 
supervision of the PAC may not be ade¬ 
quate. On previous occasions, the Indian 
government has recommended that the 
PAC be reformed with a view to providing 
adequate pay and recruiting members 
representative of all sections of society 
including, of members of minority 
communities—a recommendation also 


endorsed by the National Intagretion 
Council. Amnesty Internationid hopes the 
government will now consider the 
implementation of these and other 
recommendations. 

Amnesty International also believes 
there is a need to review the training of 
the PAC, particularly in the use of 
firearms during riots. [Articular emphasis 
should be placed on the protection of the 
right to life: the UN Special Rapporteur 
on Summary and Arbitrary Executions in 
his fifth report to the Commission on 
Human Rights recommended that govern¬ 
ments “emphasise the importance of the 
right to life in the training of all law en¬ 
forcement personnel and inculcate in them 
respect for life!’ The government could 
consider incorporating in the training of 
the PAC strict instructions to use firearms 
only as a last resort and when strictly 
necessary. The u.se of force should never 
result in human rights violations such as 
torture, extrajudicial killings or ‘disap¬ 
pearances’. Law enforcement offieers 
should be clearly instructed to refuse to 
obey orders which would result in such 
human rights abuses. Furtherrhore, a clear 
chain of command should be established 
over all persons authorised to use lethal 
force. 

Amnesty International also recom¬ 
mends that those guilty of abuse should 
invariably, and speedily, be brought to 
justice and that, pending current in¬ 
vestigations involving allegations against 
the PAC, those named in substantiated 
allegations of human rights violations 
should, at least temporarily, be removed 
from re.sponsible positions. 
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COMPANIES 


ACC 

Modernisation 

Programme 

associated cement companies 

(ACC) is going ahead with its optimisa¬ 
tion and modernisation programme. Con¬ 
version of the Madukkarai cement works 
from wet to semi-dry process at an outlay 
of Rs 42.4 crore is well in hand. The pro¬ 
ject, being implemented with World Bank 
assistance, would result in much lower 
energy consumption as well as an increase 
in capacity from 3.77 lakh tonnes to 5.20 
lakh tonnes. The company will soon em¬ 
bark upon conversion of the Shahabad 
unit from wet to dry process involving a 
capital expenditure of Rs 80 crore. Op¬ 
timisation at Wadi plants (phase 1 and II) 
on the basis of recommendations made by 
Mitsubishi Mining and Cement Company 
to achieve substantial improvements in 
production and saving in energy con¬ 
sumption is also under way. Other op¬ 
timisation .schemes have been approved 
for implementation at Jamul, Chanda and 
Ciagal for which a total outlay of almost 
Rs 27 crore has been earmarked. These 

'I'ho Wei-k's Companies 


schemes have a very short gestation period 
and the returns are expected to be high 
and quick. The programme for moder¬ 
nisation of other units will be taken up 
at an appropriate time in the company’s 
growth. Giwng this information in his an¬ 
nual statement, N A Palkhivala, chair¬ 
man, has said; “I look forward to the 
future of your company with justified op¬ 
timism. .There is every hope that the 
synergic effect of our various efforts will 
be to make the current year and the future 
brighter than the year under review?’ 

During 1986-87, the company suffered 
a setback. Production of grey cement was 
lower at 79.01 lakh tonnes against 79.44 
lakh tonnes in the previous year and sale 
also decreased to 78.93 lakh tonnes from 
79.22 lakh tonnes. The main reasons for 
lower production and sale were suspension 
of operations at Dwarka Cement Works, 
heavy power cuts mainly in Andhra 
Pradesh and Karnataka, short supply of 
coal, overhaul of turbine of the 25 MW 
captive power plant at Wadi cement 
works, coupled with implementation of 
optimisation programme at that works. 
Gross profit declined from Rs 36.59 crore 
to Rs 33.84 crore in spile of higher sales 


of Rs 562 crore against Rs 558 crore, 
reflecting contraction of margins. Net pro¬ 
fit dwindled from Rs 861 lakh to a more 
Rs 34 lakh. Dividend has been slashed 
from 17 per cent to 10 per cent, most of 
which would be paid from past earnings; 
last year’s distribution was covered 1.27 
times by earnings. 

According to Palkhivala, the loss suf¬ 
fered by ACC on account of the un¬ 
compensated costs since February 1982, 
when partial decontrol was introduced, 
aggregates to Rs 142 crore. “The industry 
continues to endure the unwanted honour 
of subsidising the central and state govern¬ 
ments on their purchases of levy cement. 
We are exhorted to modernise—without 
being allowed a fair price to finance 
modernisation’’, he observes. 

The company incurred a total capital 
expenditure of Rs 25.06 crore during the 
year, mainly on modernisation, pollution 
control and captive power schemes. In 
order to augment the long-term resources 
for meeting working capital requirements 
and for capital expenditure on modernisa¬ 
tion schemes, the company proposes to 
issue 12.5 per cent secured fully converti¬ 
ble debentures of Rs 125 each to share¬ 
holders on a one-for two basis at par. 
Each debenture will be converted into one 
equity share at a premium of Rs 25 per 
share on .iune I, 1988. 

IBP 

Explosives and 
Accessories 

IBP COMPANY, a government of India 
underiaking, has performed exceedingly 
well during 1986-87 with increase in gross 
profit from previous ycai’s Rs 7.76 crore 
to Rs 10.67 'crore following a com¬ 
paratively inode.st rise in turnover from 
Rs 666 crore to Rs 752 crore. Net profit 
is Rs 4.19crore (Rs 3.65 crore) and the un¬ 
changed dividend of 20 per cent on 
enlaiged capital resulting from a 3:5 bonus 
issue is covered 5.40 times by earnings as 
against 7.50 times previously. 

The company’s plan to set up an ex¬ 
plosives accessories project as a joint 
venture with the State Industrial and 
Investment Corporation of Maharashtra 
(SICOM) and Dynamit Nobel of West 
Germany had to be dropped as the ap¬ 
preciation in the value of the DM during 
the past several months and the increase 
in customs duty imposed in the past 
budget made the project unviable. The 
company is now examining alternative 
strategies, so that a total package of ex¬ 
plosives and accessories could be offered 
to the customers. As a result of negotia¬ 
tions held with various foreign panics for 
selection of technology required for set- 
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1 asi Year 

latest Year 
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80 
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Borrowings 
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71 

139 

of which Term Borrowings 
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— 
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Gross fixed assets 
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2671 
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290 

Net fixed assets 
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1623 
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890 

618 

Investments 

1063 

1032 
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11 

12 
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33 

15 
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26 
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Depreciation provision 

3334 

2798 

198 

163 

33 

20 

Tax Provision 

16 
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11.44 
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ting up a plant to manufacture shaped 
charges, Gearhart of the US was identihed 
as the collaborator with whom a 
memorandum of understanding has been 
executed. 

In the meantime, action has also been 
taken to firm up the total likely demand 
for the charges both in India required by 
the oil industry for offshore and onshore 
recovery of oil and abroad. To upgrade the 
agency work of Leybold'Heraeus, West 
Germany, an understanding was arrived 
at with that Hrm for establishing a service 
centre in India and land is being acquired 
for setting up the facilities. The division 
is currently examining several new exciting 
projects for putting to use its technical 
expertise in high vacuum technology. The 
R and D wing of the division developed 
an import substitution instrument for 
refrigeration industry and its work on yet 
another import substitution item, namely, 
vacuum gauge-cum-controllcr is in an ad¬ 
vanced stage of development. This would 
facilitate automation of various vacuum 
plants. This wing also designed solar ther¬ 
mal panels for industrial application and 
work on setting up a pilot project is in 
progress. 


CAREW 

Into High Priority Areas 

CAREW AND COMPANY, being en¬ 
gaged in the production of potable 
alcohol and being an MRTP company, 
can only effect a substantial expansion in 
the production of potable alcohol at its 
distillery at Asansol in West Bengal and 
at Rosa in UP after obtaining permission 
of the central government under the 
MRTP Act and other licensing regula¬ 
tions. The manufacture of potable alcohol 
being in the non-priority sector, there are 
likely to be difficulties in obtaining ap¬ 
proval for such expansion. The govern¬ 
ment of India has recently decided to per¬ 
mit MRTP houses to participate in cer¬ 
tain high priority and high technology 
areas. Accordingly, the management has 
proposed to diversify the company’s ac¬ 
tivities. The enabling resolution approved 
for this purpose covers several new 
businesses which the company may take 
up as and when it thought it prudent to 
do so. These include from producing, 
refining and developing metals, chemicals, 
plastics, polyethylene, petrochemicals and 
fuels to construction, maintenance and 
setting up of oil drilling rigs. 

Meanwhile, the company has fared very 
well during 1986-87 with sales, profits and 
margins higher than in the previous year. 
This was possible because of satisfactory 
improvement in the availability of essen¬ 
tial raw materials which resulted in 
uninterrupted production and consequen- 



produc^vity at the Asansol unit due to 
strained industrial relations and general 
lack of co-operation from the state excise 
authorities, there were significant 
improvements in the profits of the Ro$a 
unit arising from cost savings, efficient 
performance and improved product-mix. 
Gross profit expanded from previous 
year’s Rs 141 lakh to Rs 222 lakh follow¬ 
ing increase in sales from Rs 18.45 crore 
to Rs 21.52 crore. Net profit is also 
higher at Rs 84 lakh (Rs 53 lakh). Equity 
dividend, stepped up from 13.5 per cent 
to 15 per cent, is covered 9.22 times by ear¬ 
nings as against 7.43 times previously. 

The directors say that the prospects for 

IN THE CAPITAL MARKET 


Polyplex 

P01.YPl.EX CORPORATION, pro¬ 
moted by Sanjiv Saraf and his associates, 
is setting up a plant at a total cost of 
Rs 27.10 crore for the manufacture of 
4,000 tonnes per annum of polyester film 
at Khatima, a category ‘A’ backward area 
in Nainital district of Uttar Pradesh. The 
project is being implemented in technical 
collaboration with Lindauer Dornier 
GmbH, West Germany, which has .sup¬ 
plied one-third of the world’s polyester 
film plants. Polyester film has a wide 
spectrum of applications including flex¬ 
ible packaging, audio, video and com¬ 
puter tapes, lamination, electrical insula¬ 
tion metallising, etc. Its characteristics 
make it an ideal substitute for many con¬ 
ventional materials. Polyester film is a 
high-growth high-profit product of the 
fast expanding polyester industry. 
Despite the fact that in the past two years 
the production of polyester film in the 
country has grown by a phenomenal 100 
per cent, the shortages are being met by 
consistent imports. Polyplex is therefore 
assured of a ready market. The project 
is nearing completion. Trial runs are ex¬ 
pected to commence by December 1987. 

The company is entering the capital 
market with a public issue of Rs 4.88 
crore to part finance the' project. The 
issue is opening on December 16, 1987. 

Cosmo Films 

CO.SMO FILMS, the market leader in 
the fixed of BOPP packaging film in 
India, is coming out with a public issue 
of 4,50,000 equity shares and rights issue 
of 9,00,000 equity shares of Rs 10 each 
at a premium of Rs 30 per share. This 
is the first issue in the last two years ap¬ 
proved by the government having a 
minimum subscription of 50 equity 
shares. Both the public and the rights 
issue open on December 11. The closing 
date is December 22 or earlier but hot 
before December 15. 


the current year may be consideml 
satisfactory despite the central govern¬ 
ment's recent notifleation for steep in¬ 
crease in molasses prices. The directors 
hope that it will be possible for the com¬ 
pany to overcome the overall negative im;: 
pact by further improving manufacturing 
efficiencies and by increased marketing ef¬ 
forts. During the year, land, buildings, 
plant and machinery including pumps and 
tubewells of company’s units at Rosa and 
Asansol were revalued by a professional 
firm of valuers to bring them in line with 
current replacement costs and this resulted 
in a surplus of Rs 877 lakh which has been 
transferred to the revaluation re.serve. 


Headed by Ashok Jaipuria, the com¬ 
pany h^s decided to expand its capacity 
to become the larget manufacturer ot 
BOPP film in the country. With this ex¬ 
pansion project, which will take its capa¬ 
city from 800 tpa to 2,900 tpa, the com¬ 
pany will reap the advantage of 
economies of scale and significantly 
enhance its positions as the market leader 
in the industry. 

Jaipuria told a press conference in 
Bombay on November 24 that the new 
plant coming up at Waluj Industrial 
Area, in Aurangabad district of 
Maharashtra is already at in advanced 
stage. The installation of plant has been 
started and production is expected to 
start in March 1988. The total cost of the 
project is estimated at Rs 24.50 crore. The 
main plant has been supplied by 
Bruckner of West Germany, a well 
known film plant manufacturer in the 
world. The techanicians from BrUckne'r 
and other equipment suppliers will 
supervise the installation and commis¬ 
sioning of the plant. Cosmo Films has 
also decided to undertake the manufac¬ 
ture of electrical grade BOPP film in col¬ 
laboration with General Electric of the 
US. This type of film is currently im¬ 
ported and the government has already 
accorded its sanction to the project. 

Meanwhile, according to Jaipuria, the 
company’s existing plant at Aurangabad 
is working at 110 per cent capacity 
utilisation, and the company is heading 
towards record performance this year. It 
has maintained an impressive trend in its 
financial performance over the last three 
years with 261 per cent increase in sales 
and 113 per cent increase in profits and 
earnings per share. Jaipuria also claim¬ 
ed that the current year’s half yearly- 
result too, were ‘extremely good’, with 21 
per cent increase in sales-and 77 per cent 
increase in profits and earning per share 
amounted to Rs 22 annualised. 

The managers to the issue are ICICI 
and DSP Financial Consultants while the 
advisers are Canbank Financial Service 
and Grindlays Bank. 
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Forest Legislation and Tribals 
Comments on Forest Policy Resolution 

Shorad KuUuumi 

The Draft Forest Policy Resolution which the government has 
circulated eiitphasises the needs of tribal and other communities 
living in the vicinity of forests. A number of provisions in the 
resolution are, however, contrary to the interests of tribal 
communities. Conservation and development of forests will 
benefit tribal communities only when the existing regulatory and 
prohibitive nature of forest legislation is changed. 


WITH growing consciousneiis about en¬ 
vironmental issues, the problem of deforesta¬ 
tion has become a live subject of discussion 
not only among the policy-makers but also 
among the people at large. India is losing 
forests at an alarming rate. The latest satellite 
data confirm that we are losing 1.3 million 
hectares of forest a year, nearly eight times 
the annual rate put out by the forest depart¬ 
ments. In the first five years of the Sixth 
Plan (I’JSO-SS), India spent over 40 per cent 
more on forestry than what was spent in the 
previous 30 years. But the increased annual 
plantation rate of 0.4 million hectares 
targeted for the Sixth Plan still meant a 
million hectares of forests loss every year.' 

The government of India is formulating 
a new National Pbrest Policy and the Draft 
Resolution on National Fore.st Policy is being 
circulated. It is necessary to analyse this 
policy which, if accepted and implemented, 
would affect the environment and the animal 
and plant life in the country. However, 
before doing this it is necessary to make a 
brief review of the forest policy statements 
adopted earlier. 

Forests have occupied an important posi¬ 
tion in India from ancient times. The 
Mahabharata and the Ramayana give pic- 
turesciue descriptions of forest life in 
dandakaranya and nandavana. Several kings 
like Ashoka and Shivaji issued orders en¬ 
couraging the planting of trees along the 
roads and on camping sites and prohibiting 
the cutting of fruit trees. In general, before 
the advent of British rule in India, the 
regulation of people’s use of forest was 
mainly done through local customs. These 
discouraged the cutting of trees like banyan. 
Several temples had forests regarded as 
sacred and any cutting of trees was pro¬ 
hibited. -Even now we have some devmyas 
in the country.^ 

British Period 

When British came to India they had 
already destroyed the forests in their coun¬ 
try. They saw Indian forests as an important 
resource to be exploited for the purposes of 
revenue and export. The general policy 
was to encourage agriculture at the cost 
of fbrests. 

We find the beginning of a systtmatic 


forest policy in 1855 when the then governor- 
general Dalhousie issued a memorandum on 
forest conservation. He suggested that teak 
timber should be retained as state property 
and trade in teak should be strictly regulated. 
In 1856, Dietrich Brandis, a German Botanist, 
was appointed as the first inspector-general 
of forests to the government of India. It was 
under his guidance, that the forest depart¬ 
ment was organised and the first forest act 
was enacted. 

Forest Act of 1865: The Act was made to 
regulate forest exploitation, management 
and preservation. For the first time an at¬ 
tempt was made to regulate the collection 
of forest produce by the forest dwellers. 
1'hus, the socially regulated practices of the 
local people were to be restrained by law. The 
act was applicable only to the forests under 
control of the government and no provisions 
were made to cover private foiests. 

Forest Act 1878: By 1875, the government 
of India thought it necessary to increase its 
control over forests and a new Act was 
passed. The Act was more comprehensive 
than the earlier one. Forests were divided 
into (1) reserved forests, (2) protected forests, 
and (3) village forests. Persons were to be 
notified to record their claims over land and 
forest produce in the proposed reserved and 
protected forests. Certain acts like trespass 
or pasturing of cattle were prohibited. Pro¬ 
vision was made to impose a duty on timber. 
Some provisions were also made for private 
forests. Certain acts were declared as forest 
offences and imprisonment and fines were 
also prescribed for these. 

Ivrest Policy Resolution 1894: The resolu¬ 
tion declared that the sole object with which 
the State Fbrests were to be administered was 
the public benefit. In some cases the public 
to be benefited were the whole body of tax¬ 
payers; in others, the people of the tract 
within which the forest was situated; but in 
almost all cases the constitution and preser¬ 
vation of a forest involved, in greater or less 
degree, the regulation of rights and restric¬ 
tion of privileges of user in the forest area 
which might have previously been enjoyed by 
the inhabitants of its imm^iate neighbour¬ 
hood. These regulations and restrictions 
were justified only when the advantage to 
be gained by the public was great, and the 


REPORTS 

cardinal principle to be observed was that 
the rights and privileges of individuals 
must be limited, otherwise than for their 
own benefit, only in such degree as was ab- 
.solutely necessary to secure that advantage; 

Forests were divided into 4 classes 

(a) forests the preservation of which was 
essential on climatic or physical grounds, 

(b) forests which afforded a supply of 
valuable timbers for commercial purposes, 

(c) minor forests, and (d) pasture-lands. It 
was categorically specified that the claims 
of cultivation were stronger than the claims 
of forest preservation and that whenever-an 
effective demand for cultivable land could 
be supplied from forest area it should be 
ordinarily granted without hesitation. 

The above mentioned classification was 
applicable only to forests under the manage¬ 
ment of the state However, some suggestions 
were also made for wastelands not declared 
as forests. The resolution also stressed the 
need for raising finances from the forests. 

Indian Forest Act 1927: The government 
gradually increa.sed its control over the 
fore.sts and the forest department was 
.strengthened from time to time with a view 
to regulating people’s rights over forest lands 
and produce. There was a steady and con¬ 
siderable increase in revenue obtained from 
the forests, in 1927, an attempt was made 
to codify all the practices of the forest of¬ 
ficials. The Indian Forest Act of 1927 was 
an attempt to regulate further people’s rights 
over forest land and produce. 

The division of forests into (a) reserved 
forests, (b) protected forests, and (c) village 
forests was kept as it was in the Act of 1878. 
Elaborate provisions were made to extend 
state control over foiests. POvisions were also 
made for taking over the management of 
private forests in certain ca.ses. Forest of¬ 
fences were defined as offences punishable 
under the act and the rules made thereunder. 

Ruvif.v* of British Policy 

Forest policy and its implementation has 
been critici.sed by two British scholars. 
Voelcker, consulting chemist to the Agri¬ 
cultural Society wrote, “when it [the forest 
department} began its work its chief duties 
were the preservation and development of 
large timber forests... Its success was 
gauged mainly by fiscal considerations... 
The forest department was practically called 
upon to show a large revenue and was 
naturally proud of the profits it made!’’ 

Robert Wallace, profes.sor of agricultural 
economy in the university of Edinburgh, also 
criticised the forest policy during British rule 
and commented that large areas of India had 
been shamefully and wastefully denuded of 
valuable timber and that this exploitation of 
valuable timber was not the work of the 
rayat or cultivator for local purposes, but 
the work of contractors employed in supply¬ 
ing extraneous demands.^ 

Till 1935, the forest Acts were enacted by 
the government of India. In 1935, the British 
parliament, through the Government of 
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India Act of 1935, created provincial 
legislatures and what is known as the dual 
system of government came into operation. 
The subject of forests was included in the 
provincial list under the Act (item 22). 
Thereafter several provinces made their own 
laws to regulate forests, most of which were 
within the framework laid down in the 
1927 Act. 

NaTIONAI Forfst Pot.icv, 1952 

After independence there was some 
rethinking on the issue of forest policy. The 
new national policy was issued as a govern¬ 
ment of India Resolution in 1952. It was 
declared that the forest policy should be 
based on paramount national needs. In a 
way this was an extension of the colonial 
British policy and it was laid down that the 
claims of communities living in and around 
forests should not override national interests. 

In actual practice the concept of national 
interest was interpreted in a very narrow 
sense. The destruction of forests for the con¬ 
struction of roads, building of irrigation and 
hydro-electricity projects, ammunition fac¬ 
tories and other projects was justified in the 
name of national interest whereas cultiva¬ 
tion of lands shown as forest lands but 
without any actual tree cover was treated as 
encroachments. Adivasis living near forests 
were discouraged from using the forests. The 
government tried to obtain more and more 
revenue from the forests. India's technically 
skilled professional forest service thought 
mainly of increasing the revenue from 
forc.st$, treating adivasis as the enemies of 
the forests. 

The President of India, acting under 
powers given to him in Section 339 of the 
Constitution of India, appointed the 
Scheduled Areas and Schedule TVibes Com¬ 
mission in April 1960 under the chairman¬ 
ship of U N Dhebar. The report of the com¬ 
mission analyses forest policy and its impact 
on tribal communities. The commission em¬ 
phasised the importance of forests in the life 
of the tribal people in providing them with 
all kinds of food, wild game and fish, wood 
for construction of houses and even income 
from the sale of forest produce besides fuel. 
It criticised the gradual extension of govern¬ 
ment authority over forests to the detriment 
of tribal life and economy. It noted the 
changes in the rights of the tribals com¬ 
munities over forests. The traditional rights 
of the tribals were no longer recognised as 
rights. In 1894, they became ‘rights and 
privileges' and in 1952 they became ‘rights 
and concessions’; they were later being 
regarded as ‘concessions’.' 

The commission also mentioned the teluc- 
tance of forest officials to allow exercise of 
tribals’ rights over forest lands and produce 
even when there were no trees on such lands. 
The commission regretted that the forest 
policy declared in 1952 was not being 
implemented in its spirit. 

Nai'ional Commission on 
AORICULIURE. 1976 

The commission devoted part IX of its 
report to forestry. It advocated commer- 
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cialisattim of forests at all costs and recom¬ 
mended regularisation of forest dwellers' 
rights over forest produce. The commission 
stated that “the production of industrial 
wood have to be raison d’etre for the 
existence of forests. Actually it is in thi.« 
value that many other values that have been 
claimed or stressed for forests so far can be 
absorbed’’.* 

The commission recommended that the 
revised national forest policy of India should 
rest on two pivotal points; (1) the require¬ 
ment of goods, i e, industrial wood for 
forest-based industries, defence, communica¬ 
tions and other public purposes and small 
timber fuelwood and fodder for the rural 
community, and (2) the satisfaction of the 
present and future demands for protective 
and recreative functions of the forests. 

The commission recommended that func¬ 
tionally all forest lands should be cla.ssiried 
into (1) protected forests, (2) productive 
forests, and (3) social forests. Protected 
forests include forests on hill slopes and 
other localities vulnerable to erosion and 
degradation. Productive forests which are 
essentially commercial forests comprise 
valuable or potentially valuable timber bear¬ 
ing strands indispensable for the develop¬ 
ment of the country and for meeting 
the diverse requirements of the national 
economy. Social forests on wastelands 
were for meeting the needs of the rural 
community. 

The commission recoriimcndcd a drastic- 
reduction in people’s rights over forests. It 
was stated, “free supply of forest produce 
lo the rural population and their rights and 
privileges have brought destruction to the 
forests and so it is necessary to reverse the 
process. The rural people have not con¬ 
tributed much towards the maintenance or 
regeneration of the forests. Having over- 
exploited the resources they cannot in all 
fairness expect that somebody else will take 
the trouble of providing them with forest 
produce free of charge" (p 25). The commis¬ 
sion recommended strengthening forestry 
legislation for effective implementation of 
forest policy and enactment of a revised all 
India Forest Act. Thus, the commission’s 
recommendations were quite opposed to 
those made by the Scheduled Areas and 
Scheduled Tribes Commission. 

It has already been mentioned that the 
subject of forests was included in the State 
list in the VII Schedule in the Constitution 
of India. A major change took place in 1976 
and the subject of forests was transferred 
from the State list to the Concurrent list 
through the 42nd amendment to the Con¬ 
stitution. This resulted in dimunition of the 
states’ powers and enhancement of centre’s 
powers over forests. The government of 
India promulgated the Forest Conservation 
Ordinance in October 1980, prohibiting the 
state governments from allowing the use of 
any forest lands for any other purposes 
without the prior approval of the central 
government. The ordinance was later con¬ 
verted into an Act (No 69 of 1980). 


INDIAN Forest Bill, 1980 

Based on the recommendation of the 
NCA a draft forest bill was circulated in^ 
1980. Provisions were made in the bill to 
reduce people’s rights over forest lands and 
produce Severe punishments wefe prescribed 
for forest offences. The^government was em¬ 
powered to declare any land whatsoever to 
be forest land for the purpose of the Act.'' 

The Central Board of Forestry convened 
a meeting of forest ministers from all the 
states on August 7,1982 in Delhi to discuss 
the points of criticism raised against the bill. 
It was decided to withdraw the draft forest 
bill and to appoint a committee to recon¬ 
sider the present forest policy. 

Official Committees 

Committee on Forest and Tribals in India. . 
In April 1980 the ministry of home affairs 
appointed a committee to suggest guidelines 
KTreorient forest policy to serve the tribal 
economy under the chairmanship of 
renowned anthropologist B K Roy Burman. 
The report of the committee was published 
in September 1982.* The committee has 
emphasised the importance of forests in 
tribal life. Besides getting free fuel, fodder, 
wood for house constructiqn, the tribals also 
earn about one-third of their income from 
the sale of minor forest produce. 

The committee noted that, after in¬ 
dependence, rapid industrialisation made the 
forest authorities more concerned with the 
financial rate of return, net revenue and such 
other indices of productivity efficiency and, 
in the process, forestry got mainly linked 
with consumption of the urban society 
comprising a small fraction of the tribal 
population. 

By and large, forestry operations have 
been regarded as revenue earners for the state 
and private sectors. The tribal economy has 
figured little among the parameters of a 
fore.st policy and, at best, the tribals continue 
to be wage-earners. Like other developmen¬ 
tal activities, mere growth of more trees or 
generation of more income is not necessarily 
sufficient: it cannot ipso facto lead to 
distributive justice. Benefits should flow 
to tribal people by imaginative forestry 
programmes and conservation and re¬ 
organisation of their traditional skills. In 
other words, the individual tribal, the local 
tribal community and national interest 
should be regarded as the three corners of 
a triangular forest policy. 

The committee recommended that certain 
forests should be maintained as biosphere 
reserves. The committee’s main recommen¬ 
dations are as follows: 

(i) Forest policy and forest system should 
be directed towards managing a renewable 
endowment of vast potential for subserving 
national, regional as well as local develop¬ 
mental goals. In fact, the individual tribal, 
the local tribal community and national 
interest should be regarded as three comers 
of a triangular forest policy. 

(ii) Forest policy must fulfil three sets of 
needs: (a) ecological security; (b) food, 
fruit, fuel, fodder, Hbr^ timber and other 
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tribtf population; and (c) cottage, small, 
tnedlum and laige industries including the 
requirement of defence and communications. 

(iii) A national forest policy should 
recognise the positive role of the people in 
maintaining forests and environment in 
unambiguous terms and not merely in its 
implication. 

(iv) Wherever community rights exist on 
forest land, they should be recognised and 
adapted to serve the urgent needs of the soil 
and water management and re-afforestation 
of denuded tracts by suitable species. 

(vySodal forestry, farm forestry and com¬ 
munity agro-forestry should be encouraged 
as multi-use land resource pattern in the con¬ 
text of national land-use policy and for in¬ 
creased production of fodder, fuelwood and 
fertiliser, for generating employment, for im¬ 
proving environment, and for relieving rural 
women from drudgery and hardship of fin¬ 
ding fuelwood. 

(vi) The State Plan and Ttibal Sub-Plans 
should portray long-range and short-term 
perspectives clearly in terms of financisd 
resources and physical targets under three 
broad heads—reserve forestry, social forestry 
and farm forestry. Progre.ss should be 
monitored annually in physical and finan¬ 
cial terms. Agencies for implementation 
should be clearly identified. 

(vii) There needs to be deliberate and con¬ 
scious shift in the orientation and approach 
of the foresters towards public perspective 
policy. 

National Committee on Development of 
Backward Areas: The Planning Commission 
constituted a National Committee on the 
Development of Backward Areas in 1980. 
The report of the committee on the develop¬ 
ment of tribal areas was published in June 
1981.’ The committee followed the view ex¬ 
pressed by the National Commission on 
Agriculture and recommended curtailment 
of rights of tribal communities over forest 
land and produce. The rights in forests could 
be sustained only if there was a comprehen¬ 
sive frame for the protection, use and 
development of forests in which the com¬ 
munity and the individual must assume the 
responsibility for creation of new forestry 
we^th and its protection. 

The committee also emphasised the im¬ 
portance of minor forest produce in pro¬ 
viding substantial sustenance to tribal com¬ 
munities in backward regions. It recom¬ 
mended removal of middlemen in all forms 
and stated that minor forest produce (MFP) 
should not be treated as a source of revenue 
to the state. It should provide maximum 
return to the tribal so that economic interest 
is created in the maintenance of forests with 
the possibility of substantial incomes accru¬ 
ing to the individual regularly from its col¬ 
lection, The price of the MFP should be 
remunerative and linked to the market price. 
All leases for the collection of MFP should 
be given exclusively to co-operatives of 
tribals. The committee also pointed out that 
in many states the forestry operations are not 
covered by the provisions of minimum wages 


for agr^uitiini) workers and n^mmended 
paymeht of reasonable wages. 

Commute for Review ttf R^hts and Con¬ 
cession In Forest Areas of Jndkr. The Fore.st 
Department was under the Ministry of 
Agriculture till 1984. It constituted a com¬ 
mittee in October 1981 to review the present 
status of rights and concessions obtaining 
in the forests administered by the govern ¬ 
ments and to recommend steps for their 
rationalisation and effective management 
consistent with the scientific management 
of fortsts under the chairmanship of 
M S Chaudhary, the former chief secretary 
of Madhya Pradesh. All the other members 
of the committee w«e former forest of¬ 
ficials. The report of the committee was 
published in 1984.'° 

Describing the historical background of 
forest management in India, the committee 
observed that in the pre-British period 
forests were managed by village com¬ 
munities. The British turned this social 
management into state management and 
forest management was oriented towards 
production and commercial aspects of 
forestry. Concessions and privileges granted 
in respect of fuelwood, timber, grazing, etc, 
were confined only to villages in and around 
the periphery of forest areas and generally 
only in respect of non-reserved forests. The 
rights, privileges and concessions in areas 
not under British rule were mostly un¬ 
defined. A- chaotic situation arose after 
Independence when all the forests came 
under state control resulting in slack 
discipline in the management of forest 
together with the intensification of demand 
on forest resources. Government’s policy to 
settle encroachments over forest lands en¬ 
couraged more and more people to cut 
forests. All this has resulted in an alarming 
situation reducing the forest cover to only 
10 per cent of the total land. 

The committee has noted that the basic 
information on the prevailing rights and 
concessions was not readily available even 
with the state governments, much less with 
the centre and the committee had to rely on 
the status papers prepared by the state 
governments. The committee recommended 
reformulation of the National Forest Policy. 
It recommended that exercise of rights and 
concisions should be restricted only to 
those tribals and agricultural and other rural 
people residing within a maximum distance 
of 8 kms from existing forests. It also recom¬ 
mended that the beneficiaries should not be 
allowed to enter the forests and remove the 
produce and that the supplies should be 
made through departmental depots opened 
outside the forests for this purpose. It also 
recommended that the barter and sale of 
forest produce obtained by the beneficiaries 
should be stopped. The concessions should 
be limited only to the needs of the bene¬ 
ficiary families. The committee recom¬ 
mended that the total quantum of conces¬ 
sional material extracted from the forest 
should be restricted to what the forests can 
bem. It has made several recommendations 
for afforestation on wastelands. The com¬ 


mittee has also recommended severe restric¬ 
tions on the grazing of cattle in forests. 

In 1985, an administrative change of some 
significance took place. The Department of 
Forest was taken out of the control of the 
Ministry of Agriculture and became a 
part of the newly constituted Ministry of 
Environment. 

Draft of National Forest 
Policy, 1987 

While analysing the draft forest policy 
resolution that is being circulated all the 
background outlined above must be taken 
into account. 

In the preamble to the resolution the need 
for a new strategy of forest conservation in 
view of. ever increasing demand for fuel- 
wood, fodder and timber, inadequacy of 
protection measures, etc, is stressed. It is also 
stated that conservation includes preserva¬ 
tion, maintenance, sustainable utilisation, 
restoration and enhancement of the natural 
environment. 

Basic Objectives: The basic objectives of 
the forest policy are stated to be 

(1) Maintenance of environmental stability 
through preservation and where necessary 
restoration of the disturbed ecological 
balance. 

(2) Conservation of the natural heritage of 
the country by preservation of the re¬ 
maining natural forests. 

(3) Checking soil erosion and denudation. 

(4) Increasing substantially the forest/ 
tree cover in the country through massive 
afforcsta.ion and social forestry 
programmes. 

(5) Meeting the requirements of fuelwood, 
fodder, minor forest produce and small 
timber of the rural and tribal populations. 

(6) Increasing the productivity of forests to 
meet essential national needs. 

(7) Encouraging efficient utilisation of forest 
produce and maximising substitution of 
wood. 

(8) Creating a massive people's movement 
with the involvement of women for 
achieving these objectives and to minimise 
pressure on existing forests. 

It is clearly stated that “the principal aim 
of forest policy must be to ensure en¬ 
vironmental stability and ecological balance 
including atmospheric equilibrium which are 
vital to sustenance of all life forms—human, 
animal and plant. The derivation of direct 
economic benefit must be subordinated to 
this principal aim. 

The basic objectives are nearly the same 
as those in the 1894 and 1952 resolutions. 
However, the objectives are spelt out more 
clearly and the clear statement that en¬ 
vironmental stability and ecological balance 
will be preferred to the derivation of direct 
economic benefit is a striking departure 
from the tone of the earlier resolutions. The 
'statement regarding creating a massive 
people’s movement is also not part of the 
earlier resolutions. 

Forest Management: Both the 1894 and 
1952 resolutions gave functional classifica¬ 
tions of forests after stating the basic objec¬ 
tives. This is missing in this resolution. In 
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the essentials of forest management the fitst 
rule stated is about, the protection of existing 
forests and forest land and improvement in 
their productivity. The second Vule states 
that “diversion of good and productive 
agricultural land to forestry should be 
di.scouraged in view of the need for increas¬ 
ed food production”. This is a very good pro¬ 
vision. In many places, absentee landlords 
are resorting to tree farming depriving the 
local people of employment. If these 
landlords use cultivators on crop-sharing 
basis the latter arc termed as tenants and arc 
likely to obtain some rights under the 
prevailing tenancy laws. Using the fields for 
planting commercially valuable trees like 
eucalyptus gives the owner higher yield and 
also immunity from tenancy claims. We find 
fertile lands in certain areas of Maharashtra 
and Karnataka being diverted to tree plan¬ 
tations. It is, therefore, a welcome feature 
of the policy resolution. 

The third rule states that “for the conser¬ 
vation of total biological diversity the 
network of national parks, sanctuaries, 
biosphere reserves and other protected areas 
should be strengthened and extended ade¬ 
quately”. This rule is also very desirable in 
view of the attempts to transform natural 
forests into mono-cultural forests. Whenever 
possible natural forests must be preserved 
as genetic biosphere reserves. 

It is further stated that provision of suf¬ 
ficient fodder, fuel and pasture, specially in 
areas adjoining forests, is necessary as also 
the intensification of afforestation program¬ 
mes with special emphasis on augmenting 
fuelwood production to meet the require¬ 
ments of the rural people. 

It is further stated that minor forest pro¬ 
duce provides sustenance to the tribal 
population and to other communities and 
that such produce should be protected, im¬ 
proved and enhanced, with due regard to 
generation of employment and income. This 
is also a good feature of the policy statement 
as it is estimated that the potential employ¬ 
ment in the collection and sale of minor 
forest produce in India is about 40 million 
person years.*' 

Strategy: The resolution advocates a cer¬ 
tain strategy to achieve the basic objectives 
stated above. This is the most important part 
of the resolution. 

It is stated that the national goal should 
be to have a minimum of one-third of the 
total land area of the country under forest 
or tree cover. In the hilly regions, the arm 
should be to maintain two-thirds of the area 
under such cover in order to prevent erosion 
and land degradation. The earlier resolu¬ 
tions did not mention any proportion of 
land to be under tree cover. 

It is stated that a massive need-based and 
time-bound programme of afforestation and 
tree plantation with particular emphasis on 
fuelwood and fodder development on all 
degraded and denuded lands in the country 
is a national imperative. One fails to under¬ 
stand why the prpgrammes of afforestation, 
with particular.amphasis on fuelwood and 
^fodder dev^^^^llfent, should be restricted to 


degraded alii denuded lands. This can really 
be the maj^ objective of afforestation on 
all lands imluding those in the control of 
the Forest Department. The need for en¬ 
couraging the planting of trees along the 
.sides of roads, railway lines, rivers, streams, 
canals and other unutilised lands under 
state/corporate or institutional ownership is 
also stressed. 

It is laid dow n that village and community 
lands not required for other productive uses 
should be taken up for the development of 
tree crops and foddci resources. The govern¬ 
ment should provide the required technical 
assistance and other inputs. The revenues 
generated through such programmes should 
be given to panchayats who own the lands. 
Vesting of certain ownership rights over trees 
to individuals, particularly to those belong¬ 
ing to the weaker section.s, should be con¬ 
sidered. Thus, the entire concept of social 
forestry and tree patla is accepted as a part 
of forest policy. 

Some importance to tree farming is also 
given in the resolution. It is stated that land 
laws should be modified so as to facilitate 
and motivate individuals and institutions to 
undertake tree farming and growing of fod¬ 
der plants, grasses and legumes. Appropriate^ 
regulations should govern the felling of trees 
on private holdings. This is a very good sug¬ 
gestion. However, those who framed the 
resolution have not realised the effect of 
regulations governing the felling of trees on 
private holdings. The authorities appointed 
under such regulations appear to di.scouragc 
growing of trees on private lands by mak¬ 
ing unrea.sonable demands. Those who have 
their own trees treat them as a sort of 
investment which can be used in times of dif- 
Hculties. Principles of .scientific management 
may dictate that a certain type of tree should 
be felled only when it is ten years old. The 
concerned owner may be in difficulty when 
the tree is three year old. He finds such 
regulations hostile to his interests. 

It is stated in the resolution that schemes 
atid projects which interfere with forests on 
ecologically sensitive areas should be severely 
restricted. Tropical rain/moist forests par¬ 
ticularly in areas like Arunachal Pradesh, 
Kerala, Andaman and Nicobar Islands 
should be totally safeguarded. This is a very 
good point. Htiwever, it is observed more in 
breach than in compliance. Areas in the 
Himalayan region are under stress due to the 
construction of the 'lehri dam. One docs not 
know why the Himalayan region is not men¬ 
tioned. The general experience is that all big 
projects on forest lands are cleared by the 
government as happened in the case of Tehri 
dam and the complex of dams covered under 
the Narmada Development I roject. 

It is pointed out that to meet the growing 
needs for essential goods and services pro¬ 
vided by the forests it is necessary to enhance 
forest cover and productivity of forests. 
However, it is clearly stated that no such pro¬ 
grammes should entail clear felling of 
natqral forests. Exotic species should not be 
introduced through public or private sources 
unless it is established that they arc suitable 


and have no advene impact dn native vegela-' 
tion and environment. 

A special mention is made of people’s 
rights and concession in forest areas, it is 
stated that these rights and concessions 
should primarily be for the bona fide use 
of the community living within and around 
the forest aieas, especially the tribals. These 
rights and concessions should always remain 
related to the carrying capacity of forests. 
This is a very controversial issue. Members 
of tribal communities feel that defining the 
bona fide use and particularly the carrying 
capacity of fore.sts should not be left to the 
forest officials who always treat the demands 
of tribal communities with scam regard. It 
is mentioned that the management of the 
community within and around forests which 
cannot be met by the rights and concessions 
should be met by the development of social 
forestry outside the reserve forests. This is 
also controversial. Forest produce from 
reserved and protected forests is given for 
industrial use, sometimes at throwaway 
prices. Do the tribal communities have no 
claim over such produce? One finds it 
strange that whenever the needs of industries 
are mentioned they are termed as national 
needs, which do not include the needs of 
forest dwellers for fuel, fodder, food, etc. It 
IS this urban and anti-tribal complex that 
treats the forest policy as di.stinct from tribal 
welfare policy. The Dhcbar Commission and 
the Roy Rurnian Committee have clearly 
stressed the need to integrate forest policy 
and tribal development policy to serve the 
interests of both. 

The most controversial issue in the resolu¬ 
tion arises out of the suggestion that “in 
order to discourage indiscriminate entry of 
people in the forests, forest produce and 
substitute materials may be distributed 
through depots to be established by the state 
government. If the principle is accepted that 
entrjvof private persons into forests for col¬ 
lecting fuel is to be avoided, alternative 
arrangerr.crits fi'r fuel supply through depots 
can be augmented!’ 

This provision has been taken from the 
report of the Chaudhari Committee which 
recommended that the privilege of the 
beneficiaries to enter the forests and remove 
the produce they are entitled to should be 
stopped and the supplies be made through 
departmental depots opened outside the 
forests for this purpose.'* This i.s a very 
dangerous proposition which may prove 
harmful to the interest of tribal communities 
and other forest dwellers. The forest depart¬ 
ments in the states have neither the will nor 
the capacity to i un forest depots to meet the 
needs of the tribal communities. Forest 
depots always sell fuel and fodder in open 
auctiqn and an individual tribal cannot be 
expected to participate in such auction and 
get what he wants. The acceptance of this 
principle will lead to serious conflicts bet¬ 
ween forest officials and tribal communities. 
It is stated in the resolution that in making 
these changes rights and interests of tribals 
should be fully protected. However, this is 
only a pious hope that can never be realised. 
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Tbe ictea cifhprcibibittag the peopie ftom 
entering forests to protect forests is a 
favourite one of forest ofTlcials. Such a thing 
is neither practical nor desirable. 

It is stated in the resolution that wherever 
possible wood should be substituted by other 
ma'erials. 

Diversion of Foresi Lands for Other Pur- 
fioses: It is stated th;i( forest lands with tree 
cover should not as tar as possible be utilised 
for non-forest nu. poses. Such a diversion 
should be subject to ih<' ’tost careful ex¬ 
amination b>- specialists lioni the standpoint 
of social eiiv'.!s>!'inciitui '"osts and benefits. 
We have already pointed out 'ihat big pro- 
jc.rs on foicst lands are usually cleared by 
the govcTiiincrii. The central law that forest 
lands cannot be diverted to non-forest uses 
without the prior approval of the central 
government has succeeded in creating some 
minor problems. liven if telephone poles are 
to be erected on forest lands such a permis¬ 
sion becomes necessary and is received after 
long delay. The state governments on the 
other hand appear to use other laws to 
dispose of forest lands. According to a news 
irpori. 144 hectares ol fore.st land in the 
Hana.skantha district of Oujarat was given 
loi the construction of a cement plant in 
spite of opposition from forest officials 
without obtaining prior approval of the cen¬ 
tral government The chief minister who 
took sp' 'a! interest in the transfer claimed 
li- t '.e 4 ot the lorc.st Act empowered 

'• ' i'c j'." ' iiicp’ '. ici-lare forest land 

.1 ti" ■■ .iUij o ■ :i utilised tho.se 
pi '-sis .s' , 1 .. lie the a- d as non-forest land 
anU ts) Iran . ' .-i the land later to a private par¬ 
ty .Stiangely, the central government appears 
to have kept quiet and to have decided not 
to contest the powers claimed by the state 
government. 

Wildlife Conservation: It is suggested that 
forest management should take special care 
of the needs of wildlife conservation. 

Tribal People and Forests: One of the 
striking features of the resolution is its 
reference to the lelationship of tribal com¬ 
munities with the forests. It is recommended 
that having regard to the symbiotic relation¬ 
ship between the tribal people and forests, 
all agencie.s responsible for forest manage¬ 
ment should associate the tribal people 
closely in the protection, regeneration and 
development of forests as well as to provide 
gainful employment to people living in and 
around the forests. It is further suggested 
that to reduce illegal cutting and exploita¬ 
tion. the forest contractors should be replac¬ 
ed institutions like labour co-operatives 
and government corporations. Speciiri atten¬ 
tion should be paid to the protection, 
regeneration and optimum collection of 
MFP along with institutional arrangements 
for its marketing. Family oriented schemes 
for improving the status of tribal bene¬ 
ficiaries and integrated area development 
programmes to meet the needs of the tribal 
economy are also recommended. All these 
suggestions should be praised as the earlier 
forest policy resolutions made no mention 
of the relationship of tribal communities 
with the forest. However, the policy'resolu¬ 


tion hit (idled 10 mention that minimum 
wage rares fdr different types of jobs in 
forests should be stipulated and paid. Today, 
in several states, minimum wages are not 
fixed for different types of Jobs in forests 
and even when they are fixed they are not 
made applicable to the forest department 
and the forest development corporation. If 
the relationship between tribal communities 
and the forest officials is to be improved, 
fair wages must be paid by the forest depart¬ 
ment to all its permanent and temporary 
workers employed directly or indirectly 
through contractors, co-operatives or official 
corporations. 

Shifting, Cultivation: The general recom¬ 
mendation is to find out ways to discourage 
shifting cultivation and to undertake social 
forestry and energy plantation programmes 
on the areas already damaged by such culti¬ 
vation. The policy i.s the .same as one given 
in the 1952 resolution. One does not know 
the steps taken by the government to imple¬ 
ment this policy. It is necessary to define 
shifting cultivation and to find out the area 
that may be damaged by such practices. 
There may be areas wlierc shifting cultiva¬ 
tion is desirable even from the standpoint 
of environment and also for providing 
sustenance to poor tribal communities. In 
the Raigad district of Maharashtra there is 
a peculiar system of cultivation known as 
daii cultivation. Members of the Katkari 
tribe, a primitive tribe from Maharashtra, 
are allotted lands to grow crops of inferior 
grains like ragi and nachani. This has been 
done on fallow lands and the practice is 
going on for several years. Recently forest 
officials have stopped allotting these lands 
for cultivation, thereby depriving the poor 
families of an important source of liveli¬ 
hood. The areas were never under tree cover 
nor are they suitable for permanent cultiva¬ 
tion. Such practices must not be stopped in 
the name of discouraging shifting cultivation. 

Encroachment of Forest Lands: It is laid 
down in the resolution that effective action 
should be taken to prevent the continuance 
of encroachments on forest lands and that, 
“there should be no regularisation of ex¬ 
isting encroachments'*. This is one of the 
most anti-tribal provisions in the resolution. 

A number of thesp encroachments have 
taken place before and during the Second 
World War. Under the ‘Grow More Food’ 
campaign the government adopted a policy 
of encouraging cultivation on all cultivable 
fallow lands. Government officials en¬ 
couraged cultivation of fallow lands In 
forests. The encroachments were regularis¬ 
ed from time to time. The orders to 
regularise encroachments were never pro¬ 
perly implemented. 

The government of Maharashtra issued a 
resolution on December 27, 1978 regularis¬ 
ing encroachments under certain conditions. 
The resolution had severe deilciencies and 
the tribal communities in Maharashtra 
agitated to get the resolution modified. The 
gawernincnt of Maharashtra issued the 
modified resolution on September 12,1979. 
A time-bound programme was fixed to com¬ 
plete the process of regularisation till May 


1980. Howeirer, the resolution has not been 
implemented properly till today. Some 
organisations have filed writ petitions in the 
Supreme Court of India to order the govern¬ 
ment to implement the resolution. These 
petitions are still pending in the Supreme 
Court. 

The government of Madhya Pradesh also 
issued a resolution on October 24, 1978 
regularising encroachments made before 
December 31, 1976. One of the provisions 
of this resolution was that the encroacher 
must keep one-fifth of the regulari.sed land 
under tree cover. The implementation of this 
resolution was also very tardy and even now 
it has not been properly implemented. 

One of the basic reasons of these en¬ 
croachments is the loss of lands owned and 
cultivated by the tribals.'^ In all the areas 
inhabited by the tribal communities the 
lands were owned and cultivated by them. 
However, with the recording' of land rights, 
tlie development of transport and conuner- 
cialisation of agricplture, the process of 
tribal land alienation began to accelerate. 
After independence, the government made 
huge investments in irrigation facilities and 
in providing seeds and fertilisers for agri¬ 
cultural development. The prices of all 
agricultural commodities recorded a steep 
ri.se resulting in acute land hunger. The tribal 
communities were gradually deprived of 
their cultivable lands and a number of land 
transfers took place through force and/or 
fraud.*' Several state governments enacted 
laws to prohibit tribal land alienation. These 
were never properly implemented. The 
government of Maharashtra enacted a law 
for the restoration of alienated lands to the 
former tribal land owners. The law was 
passed unanimously in both the houses of 
the Maharashtra legislature and was hailed 
as revolutionary piece of progressive legisla¬ 
tion by the then revenue minister who had 
moved the bill. It took more than nine 
months to get the president’s assent to the 
Act. It was later op challenged in the 
Supreme Court and was declared valid after 
about 10 years. After it was cleared by the 
Supreme Court in December 1984, the 
government of Maharashtra issued a con¬ 
fidential circulai directing its officials to stay 
the implementation of this Act (Government 
Circular, Confidential, Revenue and Forest 
No Adivasi 1986/CR-251/T-9, dated July 31, 
1986). After severe protest the government 
has now withdrawn the circular on June 4, 
1987. The story of this law and its tardy im¬ 
plementation ha.s been recorded.The pro¬ 
blem of tribal encroachments on forest lands 
cannot be effectively tackled unless aliena¬ 
tion of their lands is effectively checked. 

Fbrest-based Industries: Forest-based 
industrie.s, particularly the paper and rayon 
industries, are the biggest consumers of 
forest produce. The paper industry was en¬ 
couraged after independence by providing 
them bamboo at a nominal price. AH this 
was done in the name of economic develop¬ 
ment. The rayon industry also received forest 
produce at a concessional rate. For the first 
time the present resolution tries to recom¬ 
mend something about the forest produce 
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consumed by forest-based It is 

laid down that forest-based industries should 
raise the raw materials, preferably by esta¬ 
blishment of direct relationship between the 
factory and the individuals who grow it. It 
is,also laid down that forest-based enter¬ 
prises except at the village or cottage level 
.should be permitted only after a careful 
scrutiny of the assured availability of raw 
material is made. It is further suggested that 
in any case the fuel, fodder and timber re¬ 
quirements of the local population should 
not be sacrificed for this purpose. It is also 
recommended that forest-based industries 
should provide employment to local people 
and also involve them fully in raising trees 
and raw material. It is also suggested that 
degraded lands and wastelands, not located 
close to village communities and not likely 
to be taken up by the forest department's 
corporations, may be made available on 
selective basis to forest-based enterprises for 
raising plantations. These plantations may 
be under the joint auspices of the industry 
and the concerned forest department. 
Natural forests should not be exploited to 
start new industries or to expand the existing 
forest-based industries. This is indeed a very 
good provision. However, it remains doubt¬ 
ful as to how far this provision will be 
implemented. 

It is laid down that the practices of supply 
of forest produce to industry at concessional 
prices should cease. Industry should be en¬ 
couraged to use alternative raw materials. 
This is a good provision as supply of forest 
produce to industries in public and private 
sector has been the main factor leading to 
destruction and over-exploitation of natural 
forests. 

TWo alternative models are suggested in 
the resolution for giving wastelands to in¬ 
dustries to grow raw materials required by 
them. Either this should be subject to cur¬ 
rent policy relating to land ceiling and land 
laws or new plantations should be esta¬ 
blished on degraded lands out.side the forests 
in exemption of existing land ceiling laws. 

Forestry Extension: Involvement of educa¬ 
tional institutions right from the primary 
stage to create direct interest in forest and 
their development and conservation is also 
recommended. 

SUMMARY AND COMMENTS 

We have commented upon several provi¬ 
sions in the resolution. In short, it can be 
said that the resolution is definitely an im¬ 
provement over the earlier policy resolutions. 
Basic objectives of forest policy are laid 
down keeping in view the needs of the pre¬ 
sent situation. The considerations of en¬ 
vironmental stability and ecological balance 
are rightly stated to be more important than 
the consideration of direct economic benefit. 
The resolution has also rightly stated that 
at least one-third of the total land area of 
the country should be under forest or tree 
cover. The terms 'forest or tree cover’ is 
significant as the forest officials usually treat 
land under its jurisdiction as forest land 
whether it is under tree cover or not and 
usually ignore the land outside its jurisdic- 


tioiiihgt may be under ttee cover. Commit¬ 
tee 4fter committee has pointed out that 
about SO per cent of the land in the control 
of forest Apartments is not under tree cover. 

The resolution has also emphasised the 
needs of tribal and other communities liv¬ 
ing in the vicinity of forests. It is emphasised 
that these communities must be involved in 
the conservation and development of forests 
and that their essential needs should be 
.satisfied from the forests on a priority basis. 
The emphasis on preserving natural forests 
is a welcomb feature of the resolution. 

However, some provisions of the resolu¬ 
tion are against the interests of the tribal 
communities. The suggestion that entry of 
persons in the forest for collection of 
fuelwood, fodder, etc, should be banned and 
depots outside forests should be opened to 
supply the materials required by them is very 
harmful to their interests. This will cut at 
the root of their rights and concessions over 
forests. The forest department has no ad¬ 
ministrative ability to run these depots which 
may become veritable dens of corruption. 

The problem of encroachment on forests 
ha.s also not been properly understood by 
those who framed the resolution. In many 
cases, the.se encroachments had no tree 
cover. In such circumstances it is unjust to 
recommend that the existing encroachments 
should not be regularised. The problem of 
encroachment can really be solved only by 
effectively prohibiting alienation of tribal 
lands and effectively restoring the lands 
alienated earlier. This has never been done. 
The proper policy .shoftld be to fix a date and 
to see that no encroachments take place after 
the stipulated date. Encroachments on 
lands already under cultivation should be 
regularised. In the process of regularisation 
cultivators should be asked to keep a por¬ 
tion of regularised lands under tree cover. 
The forest departments should be im ¬ 
mediately asked to bring the lands under 
their jurisdiction and not under tree cover 
to include them under afforestation pro¬ 
grammes, rather than increase the extent of 
land under their jurisdiction. A massive pro¬ 
gramme for bringing wastelands under tree 
cover should be launched. 

A number of social forestry programmes 
encourage eucalyptus, pine and other 
valuable tree plantations. An organisation 
in Karnataka has, through the Environment 
Defence Fund in Washington, made an ap¬ 
peal to the president of the World Bank to 
direct the government of Karnataka to 
modify its social forestry programmes to 
give more emphasis on the plantation of 
trees that would meet the needs of the 
rural poor for fuel and fodder and to dis¬ 
courage the growing of commercially 
valuable trees. 

No one can doubt the need for preserving 
and developing already depleted forests. The 
conservation and development of forests are 
bound to benefit the tribal communities and 
also the entire country. This is possible only 
when the existing regulatory and prohibitive 
nature of forest legislation is changed. The 
resolution will remain a mere pious state¬ 


ment of ^IshM unleas it ^ tmA^cAdlnto 

implementable laws and practices. 
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Role of Women in Goa Konkani 
Agitation 

Judith Siqueira 

Chitrangit, an association of women Konkani writers in Goa, took 
an active part in the agitation promoting Konkani as the state's 
official language. But its role was that of a junior partner to the 
Konkani Prajecho Awaz, with hardly any leadership or decision¬ 
making status. The experience of Chitrangit shows that unless 
women seize opportunities for leadership, they will continue to 
perpetuate their inequality vis-a-vis men. 


THE Konkani movement is about sixty 
years old. Students in pre-liberation days, 
leaving Goa to study in other parts of 
India, especially, Bombay and Dharwar, 
^ realised their cultural differences with 
their fellow students. They did not speak 
Marathi as fellow students did. They 
missed Goan food and began to ap¬ 
preciate their cultural identity while out of 
Goa. This led them to commit themselves 
to the development of Konkani literature, 
e\en going into philology to inve.stigate 
whether Konkani was a dialect of Marathi, 
or really an independent language shorn 
of glory by invaders and colonial rulers. 

I hese writers drew their inspiration from 
Vardc Valaulikar whom they consider to 
be the father of the Konkani movement. 

The women's wing of Konkani writers 
IS known as Chitrangit. It was started in 
1980 by Hema Naik, a writer in Konkani, 
who is also the wife of a Konkani 
writer—Pundalik Naik. P Naik was the 
^ >■) convenor of t he Konkani Porjecho Awaz. 

Today we have three generations of 
Konkani writers, not all of them have 
political affiliations, others are of various 
political hues, and not all of them see eye- 
to-eyc on the methods to be used in 
achieving their goals. Some want only 
to write to promote Konkani, and by 
inclination or situation cannot involve 
themselves in agitations. While others 
going by their political experience believe 
that nothing can be achieved in this 
country except through various forms of 
agitations. 

Soon after the bill introducing Konkani 
as official language was thrown out in 
July 1985 with remarks derogatory to 
Konkani by the chief minister a group of 
Konkani writers organised a morcha in 
protest on July 29 that year. The response 
from the public was so heartening that 
their ambitions rose. They wanted to form 
an organisation but had to be clear about 
^ their aims, lb talk about Konkani as of¬ 
ficial language in Devnagiri was fraught 
with political danger, and so they met with 
writers who wrote in the Roman script. 
The Konkani Porjecho Awaz was found^. 


and a memorandum submitted to the 
government on September 10, 1985. The 
KPA was non-political committed to a 
non-violent approach and its leaders 
sought the co-operation of all political 
parties in the achievement of their goals. 
Quick to come to the aid of the KPA in 
the cause of Konkani, was Chitrangit, 
playing a role of support and service to 
the KPA, and acting as a link between the 
KPA and the mass of women, right till 
December 1986. 

For 400 years Goa was ruled by 
Portugal, a feudal dictatorial power. It was 
geographically cut off from other powers 
and politically isolated from India. Goa 
was underdeveloped and backward until 
liberation. Though legally women were 
the equal of men, socially they were 
inferior. Women confined themselves to 
their homes. Rarely did they go even to 
the market. Even during the day they did 
not go out unescorted or in the company 
of other women. 

Now, large numbers of women took to 
the streets shouting slogans and express¬ 
ing their anger at the neglect and even sup¬ 
pression of ‘avoi bash’ braving lathis, 
ruthlessly hurled at them, joining in a 
chain hunger strike, and subscribing to the 
cause. This change in the attitude of 
women over the last 25 years is amazing 
and shows what wdmen can do, given the 
opportunity. 

Yet that women cannot wait for oppor¬ 
tunities for leadership to be given to them 
was clearly brought out in the role of 
Chitrangit in the agitation for Konkani. 
The agitation including the women’s 
morcha was conceived of and organised 
by Chitrangit not as a coequal partner 
with the KPA, but primarily in the role 
of providing support and service in an 
endeavour which was male—not in belief 
that Konkani should have primacy of 
status in Goa, but at the level of leader¬ 
ship and decision-making in realising this 
status for Konkani. 

This is clearly brought out by the fact 
that there were only two women, on the 
KPA committee. The initiative for the 


Konkani agitation, the reaction of the 
KPA to the chief minister when the bill 
in July 1985 was thrown out calling for 
a morcha and forming the KPA seems to 
have come from hindu male writers of 
Konkani. On a committee of ten or twelve 
there were only two women. Members of 
the KPA committee were professional 
lawyers, doctors, writers arid busihessmen. 
The only time convenient for a meeting 
was after six in the evening. This is not 
an hour in Goa, e.specially with poor 
transportation, when women can attend 
meetings. No doubt the conscious inten¬ 
tion was not to leave women out of the 
KPA but it certainly had this effect, and 
that of denying the public the wisdom and 
experience of a large section of the 
population, be.sides .specifically denying to 
women the growth that comes from 
responsibility and participation at the level 
of leadership and decision making and in 
having women confined to supportive 
roles and that of a secondary level of 
leadership. There seemed to be a clear 
hierarchical structure—the KPA initiating 
and leading the Konkani agitation, 
Chitrangit supporting them mobilising the 
public. 

What is interesting about this is that it 
seems to have gone unnoticed and unfelt 
by members of KPA and Chitrangit. 
Members of Chit.angit and KPA believe 
in the equality of men and women. 
However, by the very fact that Chitrangit 
women were excluded from policy and 
decision-making meetings of the KPA and 
accepted this, they have unwittingly 
perpetuated their own inequality with men 
and especially vis-a-vis the KPA. Should 
members of the KPA in their wisdom call 
for another agitation to implement the 
Act making Konkani official language, it 
will be difficult for members of Chitrangit 
to change their role relationships with the 
KPA. Would even the call for an agitation 
be the result of a joint decision made with 
women participating? 

On the KPA were hindu and catholic 
male writers of Konkani, catholic writers 
used the Roman script and hindu writers 
the Devnagiri script. Today there arc no 
catholic women writers in Konkani in 
Goa. It is probably becau.se of the cultural 
distance between the two communities 
that we have only a stray catholic woman 
writer in Konkani who was also a member 
of Chitrangit. 

Women in Chitrangit said that they par¬ 
ticipated in the agitation for Konkani 
because it is 'avoi bash’ (mother tongue) 
and to pre.serve their cultural identity. 
They seemed unaware of the tremendous 
possibility of communal bonding that can 
come from Konkani as official language 
in Devnagiri. Perhaps the women in 
Chitrangit were only mediating what they 
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received from the KPA. If at the ideolo¬ 
gical level the KPA had made clear pro¬ 
nouncements that their goal was Konkani 
as official language in Devnagni not only 
to preserve our cultural identity and for job 
protection but also as a means of develop¬ 
ing communal bonds in Goa thereby say¬ 
ing that religious fundamentalism need 
not be a part of our national life, would 
this not have appealed to more people? 

Members of the Chilrangit felt that the 
violence of December 1986 was justified, 
because the government had turned a 
blind eye and a deaf ear to their peaceful 
demands. Members of the KPA commit¬ 
tee also believed this. The K PA was com¬ 
mitted to a non-violent policy. However 
with the chief minister adamant in his 
stand, they felt they were not icsponsible 
for any outbreak of violence and made an 
announcement to this effea. If leaders aic 
committed to their values and have faith 
in their values, would they have made such 
an announcement? Would they not have 
kept requesting people to continue a 
'peaceful fight’ though this would ha\e 
meant a longer period of struggle? 
Chitrangit also believes that the violence 
led the government into granting official 
language status to Konkani. Chitrangit 

OBITUARY 

Karunakar Gupta 

N M 

CONCEIVED in deceit, born in decep¬ 
tion, nourished in subterfuge, the 
McMahon Line has had a toxic effect, 
brain-damaging the Indian political public 
like a faulty anaesthetic. Its effect on 
India's international standing and its im¬ 
pact on the country’s internal economy 
and politics have been equally deforming. 
(Where would India have stood today had 
the Nehru government, like U Nu’s just 
next door, with a cool eye to real national 
self-interest, negotiated a boundary .settle¬ 
ment with China in the late 19S0s?) If, as 
the evidence suggests, Rajiv Gandhi 
means to do now what his grandfather 
could have done so easily, and settle the 
boundary with China in an agreement 
wholly consonant with his country’s 
strategic, political and economic interests, 
what could Indians see in (he 30 years 
since the late 19S0s except a sterile and 
squalid squabble, provoked with a more 
powerful neighbour which sought only 
cordial co-existence? 

The record of official mendacity, 
academic and journalistic opportunism 
and public gullibility must be shaming for 
Indians to look back on. What consola¬ 
tion there is they may find in the reflec¬ 
tion that the British began it all; and the 
recognition that some few Indians, at 


seons to have unquestioningly and un¬ 
critically accepted the leadership of the 
men. Would the women have felt dif¬ 
ferently if the men had felt differently? If 
there were more women on the commit¬ 
tee participating in committee meetings 
would we have avoided the violence of 
December 1986, and still had Konkani as 
official language? 

A striking phenomenon of Goan life is 
that though a woman may be spoken to 
in Konkani, she answers in English though 
her speaking skills in English are negligi¬ 
ble and though she speaks Konkani at 
home. English is wanted for education 
and jobs and as a status symbol. Konkani 
in Devnagiri as official language now is 
an opportunity to develop a culture in¬ 
clusive of Goan hindus and catholics, a 
culture that will feed the heart of a people 
long kept hungry because of the suppres¬ 
sion of Konkani. People will then no 
longer need English as a status symbol, 
but feel free to express themselves and 
grow in their own language and culture. 
Chitrangit could play a big role in doing 
this, in developing a culture free of 
patriarchal elements, one that unifies 
hindus and Christians, and humanises and 
liberates all people. 


great personal cost, persisted honourably 
in seeking out and proclaiming the truth. 
Outstanding among those was the late 
Karunakar Gupta, whose career illumi¬ 
nates the triumphs and the costs of com¬ 
mitted, selfless scholarship. 

Gupta, a pathfinder in the then young 
academic discipline of international rela¬ 
tions, was working on his doctoral degree 
at the London School of Economics in the 
early l9S0s when his interest was caught 
by the subject that was to dominate his 
intellectual life—and to cripple him pro¬ 
fessionally: The Sino-lndian border ques¬ 
tion. Like others interested in the new 
republic's foreign relations—and who 
among educated Indians was not?—Gupta 
had noted Nehru’s Lok Sabha statement 
in November 1950, to the effect that while 
for many years China’s maps had placed 
the north-eastern boundary beneath the 
foothills, the McMahon Line, 60 miles to 
the north, was to be India’s frontier; and 
had puzzled over the prime minister’s 
phrase, “Map or no map”. Working in 
London 1952-54 on his thesis, “The 
Korean Crisis and the Indian Union”, he 
began also to study his government’s 
China policy, and then to enquire into the 
history of the boundaries which, it was to 
transpire, were in sharp dispute. 


What Gupta discovered in the meticu¬ 
lous, comprehensive research that was the 
hallmark of his scholarship began to raise 
questions and doubts in his mind about 
the direction of China policy and the 
validity of the Indian government's state 
ments about the boundary question. On 
returning to India he joined the Indian 
Council of World Affairs in New Delhi to 
prepare a study of India’s role in world 
affairs. That demanded a chapter on Sino- 
lndian relations, and his researches for 
that took him into the map rooms. There 
he found that while new official mapN 
gave a categorical delineation of India’s 
northern borders the maps of only a few 
years earlier had done no such thing. In 
the 1930s Survey of India maps had shown 
the north-ea.stern boundary where China’s 
maps did, beneath the foothills; and the 
north-western boundary alignment, 
labelled ‘undefined’, had rested on the 
Karakoram Mountains. India’s 19S4 maps, 
substantially advancing the boundary 
alignments in both eastern and western 
sectors, were an example of precisely that 
‘cartographic aggression’ of which the 
Indian press was soon to accuse China. 
Gupta later wrote: 

The surreptitious alteration of survey of 
India maps. . became a primary cause for 
creating widespread mi.sapprehen.sion among 
the Indian public that the Chinese were in 
illegal occupation of more than 14,(100 square 
miles in the western sector of the boundary, 
and also that the Chinese were making un¬ 
justified claims to large areas of south of the 
McMahon Line. 

Those findings, of course, Gupta in¬ 
cluded in his study for the council, with 
the result that its research board suppressed 
his work for four years. “Apparently;’ 
Gupta later noted with characteristic mild¬ 
ness, his analysis of Sino-lndian relations 
in the late 1950s “did not satisfy their 
patriotic zeal, which became the hallmark 
of scholarship in international relations 
(during that period]”. He was able to 
publish his book, as “India in World 
Politics: A Period of TVansition”, only in 
1969; and it was recognised as a major 
contribution in the field, marked by the 
energy of its research and the rigour of 
its analysis—but only outside India. 

As the Sino-lndian dispute exploded in 
conflict Gupta, like all independent 
Indian schoiars, found himself cut off 
from the archival material which would 
allow verification of their government’s 
claims. But unlike the great majority, he 
did not use that as the excuse to accept 
the official line as unchallengeable truth. 
A travel grant from Calcutta University 
in 1969 enabled him to return to London- 
and the files of the India Office Library— 
by then nearly fully opened, so far as 
Gupta’s research was concerned, by the 
newly instituted 30 year rule. Now he 
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could trace the nasiflcations, and identify 
the initial falsifiers; Sir Henry McMahon, 
Sir Charles Bell, Sir Olaf Caroe, knights 
of empire all ready to lie for the govern¬ 
ment in which they were part. He traced 
Caroe’s hand again in 1945 when official 
maps were changed to adumbrate a ten¬ 
tative claim to Aksai Chin—which in 
1954, on Nehru’s orders, was made cate¬ 
gorical. He found that in the last years of 
the war the British were offering to leave 
Tawang to the Tibetans, putting the boun¬ 
dary at Se La, as a—rejected—inducement 
to Lhasa to accept the McMahon align¬ 
ment; and above all, he found of course 
that the Indian government had for years 
been engaged in wholesale, knowing and 
detailed falsification of the record. 

Probably quite a few of his colleagues 
in Indian academia came to know that as 
well as he did, and in fact some were party 
to that falsification. But unlike them, 
Gupta published what his researches 
showed to be the truth; and as a result he 
incurred the implacable hostility of the 
Indian academic establishment and their 
patrons m government. The rest of his life 
was a constant struggle to find the means 
to continue his research, even to sustain 
a livelihood. 

In 1974 he published “The Hidden 
History of the Sino-lndian Frontier”, a 
collection of papers. The British council 
enabled him to return to London again— 
and it must be remembered that in India 
the files on border matters are still open 
only to officials and placemen; and he 
published further papers, collected in 1982 
in “Spotlight on Sino-lndian Frontiers”. 
Every paper he wrote was further evidence 
of his microscopic approach to detail, 
which somehow did not impair his grasp 
of the wider scene; and each, to the extent 
that it undemined or exposed his govern¬ 
ment’s follies and falsehoods, deepened 
the enmity in which lesser men held him. 

Gupta was, perhaps it could go without 
saying, strongly patriotic; where he dif¬ 
fered from most of his colleagues was that 
his patriotism made him hold fast to his 
principles, not eschew them. He held 
Jawaharlal Nehru in the highest esteem, 
as did so many compatriots of his genera¬ 
tion. And that led him to the conclusion— 
for once one reached without evidence— 
that Nehru was the victim not of his own 
misjudgments and deviousness, but of the 
deceptions of his close officials. He rightly 
identified the Historical Division of the 
ministry of external affairs as the source 
of the actual falsifications—its director at 
the time was no more than a willing pro¬ 
pagandist. But perhaps Gupta’s reluctance 
to accept that Nehru, believing that facing 
China mih fails apeomplis was the safest 
way to settle the boundaries, could be a 
knowing party to casuistry and falsehood. 


led him in this one area into misjudgment. 
A disproportion results. Nehru’s stature 
is preserved in Gupta’s accounts, but the 
importance of the Historical Division’s 
role is exaggerated. 

The diplomatic history of the Sino- 
lndian boundaries provided the mains¬ 
tream of Gupta’s lifework. His high merit 
as a scholar, and his unhesitating courage 
to follow the evidence even when it led 
towards career minefields, showed also, 
however, when he worked in quite dif¬ 
ferent fields. In the 1970s, returning to the 
subject of his thesis, he published in China 
Quarterly a paper on the origins of the 
Korean war. At that time (as, very largely, 
still) the conventional wisdom in the West 
was identical to the official Washington 
line; North Korea suddenly invaded the 


THF Partido Komunistang Pilipinas 
founded in the 1930s had launched the 
Hukbong Magpapalaya ng Bayan (Huks 
or people’s army) in the struggle against 
Japanese occupation during the second 
world war. The communists and Red 
fighters mobilised the people, chiefly the 
peasants in the plains of central Luzon 
and to an extent in southern Luzon. 
Betrayal by the leadership which wel¬ 
comed the returning American forces as 
‘friends’ led to the massacre of a large part 
of the Red fighers. But that was not the 
end. The 1948 amnesty agreement with 
the Ouirino regime, installed by the US, 
led to a further massacre of the ‘register¬ 
ing’ Red fighters who surrendered their 
arms on the instructions of the party 
leadership. 

The rightist line of capitulation was 
followed by the adventurist line of trying 
to achieve quick military victory. Ab.surdly 
underestimating the strength of the 
Quirino regime, the 3,000 odd Red fighters 
were launched in attacks that over¬ 
extended and exhausted the revolutionary 
forces. Military defeat in the ensuing en¬ 
circlement and suppression campaigns did 
not end adventurism. Right upto 1955 the 
party leadership described the armed 
struggle as being in the stage of the 
strategic counter-offensive—the final 
stage of the revolutionary war, just prior 


South in June 1950, the North Korean 
charge that the South attacked first was 
a lie Gupta’s paper produced new evidence 
challenging that version; not to attempt 
to prove the reverse, he made clear, but 
only to show that the question as to who 
attacked first was open, and demanded 
further research. ‘The Gupta paper” is 
renowned among scholars whose work 
covers the Korean war. 

“A prophet is not without honour...” 
Karunakar Gupta was held in high respect 
outside India; in Britain, in Japan, in 
China (which he visited in 1980 as the 
guest of the Institute of Modern History), 
in the US. Modest, dedicated, frugal, 
humorous, without self-pity even in severe 
tribulation, he will long be remembered 
with honour and affection. 


to the seizure of nationwide power. 

The almost inevitable swing to the right 
took place in 1955. The party leadership 
prepared to abandon class struggle by an¬ 
nouncing that the main form of struggle 
was the parliamentary struggle. The units 
of the people’s army were ordered to be 
dissolv^a an(i turned into ‘organisational 
brigades’. 

The long night of the McCarthyite anti¬ 
communist crusade that continued 
through the 50s led to the questioning of 
US domination in Filipino culture and all 
other spheres of life. Bourgeois intellec¬ 
tuals like C'laro Mayo Recto, Jose Diokno 
and Renato Constantino once again in¬ 
itiated the process of anti-imperialist 
criticism in all spheres of intellectual life. 
In March 1961 a powerful demonstration 
of young men and women put an end to 
the anti-communist hearings of the 
McC'arthyite committee on Anti-Filipino 
Activities. This demonstration signalled 
the entry of new forces into the Filipino 
national democratic movement. 

The new forces of students and youth, 
men and women were in November 1964 
consolidated in the Kabataang Maka- 
bayan (KM oi Nationalist Youth) headed 
by Jose Maiia Sison. Simultaneously with 
the mass actions (such as demonstrations 
against US bases) a political critique of 
the failures of the left was initiated. This 


Armed Struggle in Philippines 

Uov Nathan 

The contemporary Filipino revolutionary movement goes back to 
the late I96()s when socio-political upheavals were taking place in 
many parts of the world. In December 1968, the Communist 
Party of Philippines was reorganised and since then has 
successfully adopted the path of armed struggle, with mass 
.support in many areas. This report in two parts based on discus¬ 
sions with leaders of the party and the New People's Army traces 
the history of the movement. 
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started inside the old party—Jose Maria 
Sison was a member of its five-man ex¬ 
ecutive committee. But the undemocratic 
attitude of the party leadership did not 
allow the political critique to be developed 
within the party. 

Publicly expounding this political criti¬ 
que in a series of lectures 'Struggle for 
National Democracy’ in 1966, Sison 
pointed out that the old party leadership: 

.. failed all the time to stress the 
fact that the main contradiction within 
Philippine society then was between US 
imperialism and feudalism, on the one 
hand, and the Filipino people, on the 
other. While ail workers, marxist or not. 
demanded Philippine independence from 
US imperialism, the matter of national 
liberation was obscured by the slogans of 
class struggle between the capitalist class 
and the working class!' 

The critique of the old political, 
military and organisational lines cul¬ 
minated in the Congress for the Re¬ 
establishment of the Communist Party of 
the Philippines held (perhaps concluded) 
on December 26, 1968. This Congress 
identified the three main tasks as: 

(1) building a party on the ideology of 
Marxism-Leninism-Mao Zedong Thought 
and the practice of democratic centralism; 

(2) developing people’s war in the coun¬ 
try on the basis of three components— 
armed struggle, agrarian revolution and 
rural bases; and (3) establishing a people’s 
democratic front of all anti-imperialist, 
anti-feudal classes and forces with the 
worker-pea.sant alliance as its core. 

The party reestablishment document 
“Rectify Errors and Rebuild the Party’’ in 
a general manner recognised the central 
role of armed struggle, stressing the 
necessity of making the countryside the 
focus of the party’s work. It argued that 
Mao Zedong’s thesis of a protracted peo¬ 
ple’s war was valid for semi-colonial, semi- 
feudal Philippines. The document stressed 
the necessity of adopting the correct class 
line in the countryside—relying on the 
poor peasants and farm workers, uniting 
with the middle peasants and neutralising 
the rich peasants in order to swipe out 
landlordism. Having just formulated the 
line of protracted people’s war, the docu¬ 
ment obviously could not be very specific 
on military matters, besides noting that 
even in an archipelago like the Philippines 
it would be possible to establish rural 
bases, as through the development of 
guerilla warfare on a national scale the 
enemy’s strength could be dissipated. 

Nuw Armkd Struggle 

The CPP began its efforts to build a 
people’s army in Tarlac province, part of 
the central Luzon plain, an area with a 
long tradition of armed peasant struggle, 
a tradition that had been all but liquidated 
by.Utip revisionist party. In Tarlac there 


were some remnants of the old Huk 
armed struggle. The group was led by 
Bernabe Buscoyne, later to become 
famous as Ka Dante, the first commander 
of the NPA. Dante and his group had 
disobeyed the party’s orders to disband the 
armed units and had been carrying on 
anti-landlord, anti-usurer actions. In the 
absence of a political party accepting the 
path of armed struggle, this group, 
however, had become a roving rebel band. 
The Dante group was one of the links bet¬ 
ween the old armed struggle and the new 
armed struggle. 

In March 1969 the formation of the 
NPA was announced. At that time it con¬ 
sisted of .some 63 people, organised in nine 
squads with about 35 firearms between 
them. These firearms were mainly those 
that had remained with the Dante group, 
plus .some more seized from a dacoit gang 
in the area. The area of operations of the 
NPA was about 30 to 40 villages in varying 
degrees of organisation, constituting a 
mass base of about 60 to 80,000 people. 
Anti-landlord movements to increase the 
share of the crop retained by the peasants 
strengthened the mass base and also pro¬ 
vided contributions which the CPP could 
use to begin its work' in other, new areas. 
The idea was to use Tarlac to develop 
cadres and generate resources that could 
enable the CPP to extend its work in other 
rural areas. This required that the strug¬ 
gle in this area be kept at a moderate level, 
a level that would invite suppression by the 
enemy forces. But contrary to this require¬ 
ment, numerous armed actions were car¬ 
ried out in this area. Ambushes on moving 
police patrols and raids on police stations 
yielded a large number of arms for the 
NPA—the number of firearms incrca.sed 
to something like 250 at the end of three 
months. But such numerous military ac¬ 
tions also invited the attention of the 
enemy and the Armed Forces of the 
Philippines (AFP) launched an immediate 
suppression campaign. 

As it is Ihrlac being a plains area, there 
were not many prospects for growth. In 
initiating the armed struggle itself, the 
objective of the CPP was to reach a posi¬ 
tion of being able to conduct nationwide 
guerilla warfare, something the revisionist 
party had never been able to achieve, 
remaining at best confined to four areas 
in Luzon. The CPP from the beginning 
paid attention to the building of guerilla 
zones in places other than Tarlac, in each 
case choosing the hill-forest regions at 

Some military elements from Ihrlac 
along with other cadres went to begin 
work in Isabella province, in the western 
part of the Sierra Madre range, also to 
Camarenes Sur and a few other places. 
But in these other places the work was un¬ 
successful and could not establish itself. 
Isabella was not jioted for peasant strug- 
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gles. In fact, the cadres of central Luzon, 
which had a history of armed peasant 
struggles, generally tended to look down 
upon the areas of northern Luzon. So the 
CPP had to start from scratch in Isabella. 
Three cadres went from central Luzon to 
initiate the work. The only advantage the 
CPP had was that Sison came from 
northern Luzon. 

Social investigation in the area revealed 
that the majority of the population were 
peasants or semi-proletarians. High rent 
paid by the tenants to the landlords— 
usually two-thirds of the crop was taken 
by the landlords through their agents in 
the villages—and low wages were the chief 
problems of the rural poor. 

The units that-went to initiate work in 
Isabella and other places were organised 
as armed units. Out this does not mean 
that their work was from the beginning 
mainly of a military nature. The job of 
these armed units was to organise the 
people. They undertook mass work and 
only as the people were organised in sup¬ 
port of the armed struggle, were armed 
actions launched. These armed units were 
not Guevara-type forces, building the 
mass movement through armed actions. 
They were more in the nature of what were 
to be later called Armed Propaganda 
Units (APU), whose functions are 
primarily political-organisational and 
only secondarily, military. 

In Isabella mass work began in 1970. 
Rent reduction was the main focus. As 
local support grew, mass organisations 
took shape and local cadres were 
developed, guerilla actions were initiated 
in 1971. By the time of the imposition of 
Martial Law (1972) the CPP had organis¬ 
ed three areas of guerilla operations 
(i e, guerilla fronts). There was a rapid 
growth of armed forces and by 1972 there 
were three companies of 80 to 120 fighters 
each in the region. Some 300 villages were 
organised constituting a mass base of tens 
of thousands. 

The armed actions in Isabella had great 
propaganda value in the cities. But they 
also drew the attention of the enemy to 
the area. In this mountainous region, the 
NPA had been able to build a relatively 
strong base Quick guerilla actions against 
small isolated police posts and moving 
patrols forced the AFP to concentrate in 
larger units in police stations. Guerilla 
actions based on the information supplied 
by the local people and combined with the 
actions of irregulars armed with tradi¬ 
tional weapons, made it difficult for small 
units of the AFP to penetrate the area. Fbr 
large units of the AFP too it became quite 
costly to attack the central regions. Even 
before the imposition of Martial Law in 
, 1972, the AFP was forced to resort to 
aerial bombing of the area. 

(To be concluded) 
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Imperialism and African Economic 
Development 

Santoflh K Mebrotra 

The Development of Capitalism in Africa by John Sender and Sheila Smith; 
Methuen, London and New York, 1986. 


THIS book examines the development pro¬ 
cess in Africa in the pre- and post-colonial 
period, and is a region-specific analysis 
drawing upon Bill Warren’s study critical of 
the dependency school, “Imperialism: 
Pioneer of Capitalism’’ (New Left Books, 
1980, with an introduction by John Sender). 
It argues that imperialism in Africa, both 
in the pre- and post-independence period, 
has given an impetus to the development of 
the forces of production and the formation 
of capitalist social relations. 

The first two substantive chapters deal 
with the colonial period, while the latter two 
concentrate on the post-independence era. 
The first substantive chapter of the book ex¬ 
amines the internal consequences on Africa 
of trade with advanced capitalist countries. 
The consequences were, it is argued, in 
terms of a series of dynamic linkages: The 
most significant linkage stemming from 
specialisation in increased export production 
was the transformation of subsistence goods, 
especially food, into commodities. I.ater 
domestic markets for a very wide range of 
consumer and producer goods expanded 
diamatically on account of the rising 
incomes associated with the growth of wage 
labour and the development of commodity 
forms of production, ^nder and Smith con¬ 
cede that a significant part of the growing 
demand for these new commodities was met 
from imports, but it is often ignored, they 
argue, that it was also met from increased 
domestic production. Backward linkages 
also developed: they took the form of expan¬ 
sion of investment in transport which 
created national markets; encouragement to 
domestic production of inputs to sustain the 
growth of export production: and most im¬ 
portantly the transformation of land-tenure 
relations, and the rapid but uneven develop¬ 
ment of markets in land. Forwatd linkages 
took the form of the development of a series 
of industries processing primary com¬ 
modities. In addition there were fiscal 
linkages of increased production for export: 
although state intervention was limit^ by 
existing sources of revenue, the state in many 
colonies anticipated fiscal and other gains 
from trade by undertaking many large-scale 
and even risky infrastructural investments. 
Sender and Smith discern here a dynamic 
process whereby sute intervention led to the 
growth of exports, which generated increased 
tax revenue, thus- financing further state 
expenditures, which in turn promoted export 
growth, and so on. Of course, they admit, 


there are limitations to this process since col¬ 
onial state intervention was constrained by 
the desire of metropolitan manufacturers 
to limit the establishment of competing 
industries. 

The argument of this chapter is not much 
different from what has been traditionally 
argued, for instance, by nationalist historians 
in the case of India, viz, that while develop¬ 
ment did take place as a result of the col¬ 
onial impact it was limited development. The 
difference perhaps lies in that nationalist 
Indian historians would argue that the form 
this economic growth took led to the 
‘development of underdevelopment’. Bipan 
Chandra, for instance, has argued that the 
colonial economic structure had, in fact, 
become the chief obstacle to the develop¬ 
ment of the country. Sender and Smith 
would disagree vociferously with such a posi¬ 
tion, at least in regard to Africa. 

A Marxist analysis of the development of 
capitalism would be incomplete if it concen¬ 
trated on discussing the development of pro¬ 
ductive forces to the exclusion of social rela¬ 
tions. Sender and Smith therefore argue at 
length that a wage labour force was emerg¬ 
ing in many African countries during the 
19th and first half of the 20th century. 
Generalisations across a large continent are 
difficult but as elsewhere, the initial creation 
of a wage labour force in Africa relied upon 
coercion. However, with time as labour 
became ‘doubly fre^ and the social relations 
of capitalism spread, the need for coercion 
was reduced. Local chiefs often assisted in 
supply of forced labour to plantation.s. 
Political upheavals were a feature of many 
parts of Africa even before colonial conquest 
but after colonial rule was established ex¬ 
soldiers, displaced persons and captives 
became an important source of wage labour 
supply. But scarcity of labour, which could 
be predicted on theoretical grounds, con¬ 
tinued until World War il. Hence the col¬ 
onial state as well as capitalist employers on 
the mines or plantations used forced labour 
for the construction of harbours, roads, 
railways administrative centres and for 
military tasks. The Europeans used the 
following methods: corvee labour for public 
works; recruitment of labour brigades and 
battalions; taxation compulsorily payable in 
the form of labour; private, unregulated 
labour agents rounding up African labour 
by any means, including the taking of 
women and girls as hostages, redeemable 
only by the provision of male labour; 


regulated labour recruitment by private 
labour agents who could call on state 
assistance; convict labour. Soon, however, 
sticks began to be substituted by carrots, 
i e, the substitution of coerced by free labour, 
although the process of proletarianisation 
was fairly uneven. At the same time they 
have tried to demonstiate (for Nigeria, 
Iknzania, Kenya, Ghana, Zimbabwe, Zambia) 
the phenomenal rate of growth of demand 
for wage labour by the colonial state, large- 
and small-scale metropolitan country enter¬ 
prises and white settler enterprises. Not only 
labour demand, but labour supply also grew. 
Labour scarcity was :eplaced by surplus so 
that in the po.st-colonial period surplus 
labour, or unemployment, became a serious 
enough problem to merit attention. 

Unfortunately, iipto this point the book 
is rather unreadable on account of the 
plethora of references, footnotes and names. 
Partly tins is not the authors’ fault—they 
have attempted to support the argument 
from evidence for eleven different African 
countries: Ethiopia, Kenya, 'I'anzania in the 
east, Nigeria. Ivory Coast, Senegal and 
Ghana in the west and Maiwi, Zambia, 
Zimbabwe and Mozambique in the south. 
Hence historical research and socio¬ 
economic data from diveise sources and of 
uneven quality has had to be marshalled to 
support the arsument. The patchiness of the 
supporting evidence forces the authors into 
the stylistic difficulty of having to repeatedly 
force the conclusion out of the material. 
These chapters are strewn with examples of 
section or sub-section endings which began 
‘It may be concluded that...', ‘To summarise 
the argument. .', and ‘This section has 
stressed..In fact one heaves a sigh of relief 
on reaching each ol these landmarks in the 
book, for otherw'ise il may be somewhat dif¬ 
ficult at times fo see the wood for the trees. 

In the third substantive chapter the 
authors’ attention returns to the develop¬ 
ment of forces of production—but this time 
to analyse the possibilities for state interven¬ 
tion opened up by independence to promote 
further capitalist development, the oppor¬ 
tunities made available by the disappearance 
of the colonial stale. While generally approv¬ 
ing of the need for state-led import substi¬ 
tuting industrialisation they are critical of 
certain aspects of state policy to implement 
this objective. For instance, they argue that 
industrialisation requires state intervention 
to ensure an adequate supply of wage goods; 
that has, however, been erroneously inter¬ 
preted to mean a strategy ol self-sufficiency, 
especially in food. This argument is flawed, 
they say, for three reasons: First, the realloca¬ 
tion of resources from export production 
to food production may involve higher 
domestic resource costs. The Sender-Smith 
argument is, in principle, unobjectionable; 
in practice too one finds that radicals have 
made too much of the argument that inten¬ 
sified cash crop production has had an 


^eonomic and Political Weekly December 12, 1987 


2153 




i 


businessmen 

jACiv and 

“^^PROFESSIONALS 





Make Payment Through ^ 

Crossed Cheques or 
Bank Drafts^^ 


Under the provisions of section 40A(3) 
of the Income-tax Act, 1961, any 
expenditure including purchases 
exceeding Rs 2,500 incurred in the 
course of running a business or 
profession is allowed as deduction 
only if the payment towards the 
expenditure is made by a crossed 


cheque drawn on a bank or a crossed 
bank draft. Exceptions to this legal 
requirement are made only in such 
cases or under such circumstances as 
are spelt out in Rule 600 of the 
Income-tax Rules, 1962. 

So, while making payments for 
purchases or any other expenditure 
exceeding Rs. 2,500 incurred in the 
course of carrying on your business or 
profession, always remember to make 
the payment by a crossed cheque or a 
crossed bank draft. 


FURTHER OETAlirs 
^TACT YOUR ITO/PR^ 


INCOME TAX DEPARTMENT 

Directorate of Inspection 

(Research, Statistics and Public Relations) 

New Delhi-110001 

davp 87/390 


Economic and Political IWOekly December 12,19117 




adverse impact on food production in 
Africa. The UNCTAD Secretariat has 
rightly asserted; “The problem is that overall 
agricultural production is growing too 
slowly, and to assert that the problem is too 
rapid an increase in export production... 
is to distort reality in a way which impedes 
solutions!'' 

Secondly, Sender and Smith argue against 
food self-sufficiency on the ground that 
rapid economic growth has historically been 
associated with rising food imports along 
with sharp increases in the capacity to 
finance them. The African countries which 
increased food imports most rapidly in the 
1970s were among the fastest growing, 
i e, Kenya, Ivory Coast and Nigeria. This 
argument may be justified since, in almost 
all sub-Saharan economies, the limited 
import capacity determines the growth 
possibilities, and hence export crop produc¬ 
tion cannot be ignored in any overall 
agricultural strategy. 

Thirdly, the authors argue that if the case 
for food self-sufficiency is based on the 
argument that reliance on imported food 
increases a country’s vulnerability to exter¬ 
nal manipulation, then it is flawed by an in¬ 
adequate understanding of the causes of 
vulnerability. External domination, they feel 
(here their argument does seem to rest on 
gut feeling), can be opposed most effectively 
by the successful pursuit of an indu.strialisa- 
tion project. “The degree of vulnerability 
associated with substantial food imports is 
insignificant in comparison with that cau.sed 
by reliance on imports of lorries, machinery, 
spare parts, vaccines, antibiotics and ba.sic 
chemicals!' 

To argue in this fashion suggests that the 
lessons of the recent (and in parts continu¬ 
ing) famine in sub-Saharan Africa have 
passed the authors by; domestic food pro¬ 
duction must have priority within a balanced 
agricultural and rural development strategy 
to raise overall agricultural performance 
(including cash crop production), which in 
turn must have priority in the national 
development strategy. On account of poor 
overall export prospects for African com¬ 
modities (which limit commercial food 
imports), the uncertainty and delay of food 
aid and the fact that the poorest rural 
households are predominantly deficit food 
producers, domestic food production must 
have priority in the agricultural strategy. 

Sender and Smith marshall a lot of 
evidence (like Bill Warren had done earlier 
for the third world in general) to support 
their conclusion that the development of the 
forces of production in many post-colonial 
African economies has been extremely rapid 
and in that sense post-colonial states suc¬ 
ceeded in using the opportunity presented 
by independence. For anyone familiar with 
the dimensions of Africa’s macro-economic 
decline since the mid-seventies this may 
appear a startling conclusion. However. 
Sender and Smith are really arguing that the 
growth of total GDP between 1960 and 1982 
has been faster than is the historical 


experience of growth of developing countries 
over the period 1900 to 1952-54 (2 per cent 
in those countries for which any evidence is 
available). 

However, for those unfamiliar with 
Africa’s economic crisis, and to put the 
matter in perspective, the contours of the 
African crisis must be spelt out. In low 
income Africa (which includes 8 of the 11 
countries used Sender-Smith as evidence) 
per capita output has declined through the 
seventies and eighties. The decline in its per 
capita output over this period will more than 
offset all Its rise in per capita output over 
the sixties (when, in any case, it had grown 
less than in any other major world region). 
In other words, low-income Africa is poorer 
today than it was at the end of the colonial 
era. Almost every important macro-economic 
indicator has registered a decline over the 
seventies and eighties in low-income sub- 
Saharan Africa. Social services have not 
fared much better. Health conditions in sub- 
Saharan Africa have improved over the past 
few decades, but they remain among the 
worst in the world. In many African coun¬ 
tries the education sector expanded after 
independence. Now it is suffering a reversal 
in the quantity and quality of the service it 
provides. No other developing region of the 
world has experienced such a catastrophic 
decline in economic performance in the post¬ 
colonial era. 

In fact Sender and Smith put forward a 
typology of the determinants of economic 
stagnation and retrogression in sub-Saharan 
Africa in the final chapter. One explanation, 
they say, depends on an anti-state, free 
market analysis and lays the blame for 
economic decline on misallocalion of 
resources created by state intervention 
(directly in the form of parastatals and in¬ 
directly through inappropriate price and ex¬ 
change rate policies) and interference with 
the play of market forces—emphasises, in 
other words, the domestic policy factors. 
Another explanation points the Finger at ex¬ 
ploitative relationships with imperialism— 
basically, the dependencia approach. Within 
the context of these relationships, it is 
argued, capitalist development in sub- 
Saharan Africa is out of the question. A 
weaker version of the second analysis em¬ 
phasises the structural constraints f^aced by 
economies dependent on primary com¬ 
modity exports, resulting from price in¬ 
stability and deteriorating terms of trade- 
making external, as opposed to, domestic 
policy factors responsible for stagnation. 
Sender and Smith's own position is at 
variance with all of these. 

As far as the conventional dependencia 
argument is concerned, the last two chapters 
of the book can be regarded as a well-argued 
critique of that position. Sender and Smith’s 
rebuttal of the World Bank-IMF position is 
also very competent. They argue that the 
World Bank’s analysis which suggests that 
‘undistorted’ market forces have been essen¬ 
tial for economic success is ‘incoherent and 
historically inaccurate’, since state initiatives 


have been critical in all accumulatio ; 
processes, both in and outside pos 
independence Africa. Moreover, the Bmk .'' 
taken to task for the general policy prescrif . 
tion of ‘get the prices right’ and ^1 else wt'- 
follow, including a disappearance of tbv 
foreign exchange constraint to the develo): ! 
ment process. The Bank’s common explani -! 
tion for falling export volumes (and henc 
foreign exchange availability given fallin ;' 
commodity prices) is that the level 
domestic prices offered by state agencies t I 
producers of export crops has been very lo •: 
in real terms, and that prices are also fi - 
below world-market prices. Raising product ^ 
prices will, it is aigued, raise export produt 
tion. However, this position has bee , 
challenged by Sender and Smith on seven ■ 
grounds. First, IMF research on the cn-! 
pirical response of agricultural output t"3 
prices in sub-Saharan Africa suggests tha ’ 
although short-run own price elasticity ma.. 
be positive for some export crops, these at; 
very small. Secondly, the incentive issue ^ 
more complex than one of simply raisin ', 
producer prices. I.abour shortage at pea 
periods is often the critical constraint o 
raising agricultural output. Differences i 
access to education and health facilitit 
within lural areas also influence labor j 
migration, and therefore labour availabilit' 
and thus the degree to which output in ar; 
area can respond to price changes. Third! J! 
if incentive goods, in the form of manufai). 
tured consumer and investment goods, ait 
not plentifully available in rural areas, iii’ 
creased producer prices may not have tlj 
desired impact. Both the domestic supp,'; 
and distribution of agricultural investmeij 
goods must be improved, the authors argui' 
which requires an investment in transpol 
and infrastructure. In addition, they argu|| 
capacity utilisation in industry must impro'j 
if agricultural exports volume is to increasl 
In fact, they rightly argue that in thoif 
countrigs experiencing especially poor expo] 
production trends, the supply of domestica! 
ly produced manufactures has also been ii| 
adequate. These two trends reinforce eac 
other, since shortages of manufactured coi. 
sumer and investment goods reduce tl 
possibilities for increased agricultural expo 
production, while domestic manufacturir 
output falls because of inadequate import! 
inputs, caused by a foreign exchange crise 
Sender and Smith's critique of the strU' 
turalist position (which they call a ‘weak" 
version’ of the dependencia analysis) is mta 
less trenchant and is in fact based on t 
inadequate understanding of the bases of tl, 
policy prescriptions emanating from th 
position. Such a view is in fact support!, 
by the near absence of any references in tl. 
book to literature on those policy measure 
However, before we dwell on the Sende’ 
Smith critique of the structuralist positioi 
let us spell out their own analysis of tl! 
determinants of poor economic perfc 
mance in sub-Saharan Africa. They argi 
that policies have frequently been adoptrj 
which exacerbate the imbalance betwet! 
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iibrciKii exchange requireinents and avail- 
'ability, and that theise policies are the most 
important general explanation of economic 
stagnation on account ol the importance of 
epcporls for the capacity to import. 

Sender and Smith pooh-pooh the argu¬ 
ments of third world nationalists who at¬ 
tribute poor export performance to world 
market conditions, i e, secular declinc.s in 
primary commodity prices, price and 
income-inelastic demand, and the downward 
pressure on prices exerted by international 
monopolies. .Sender and Smith argue that 
there were possibilities for domestic 
initiatives, whatever the world market con¬ 
ditions, since different Afncan economics 
show varying export performance, in many 
case.s, in the same commodity. Those 
economies whielt adopted a domestic 
strategy to maintain the balance between 
foreign exchange availability and reqiiiie- 
ments have maintained growth, raced witii 
falling net barter terms of trade, those coun¬ 
tries which improved their income terms ol 
trade have performed well, in other woids, 
by raising export volumes by more than 
enough to compensate for the decline in 
their relative price. Moreover. the>' argue that 
sub-Saharan Altica’s share I'f total world ex 
ports of selected commodities has tended to 
fall betw'cen 1961-63 and 1980-82 Hence, 
they deduce that if non-A(rican economics 
were able to increase their export sales, then 
world market conditions cannot be blamed 
for Africa’s slow export growth. They point 
out further that only in two commodities, 
coffee and cocoa, Africa’s share of world 
exports together with estimates of price 
elasticity of demand suggest that an expan¬ 
sion of export volumes by Africa as a whole 
would adversely affect export income. Even 
in the case of these two commodities, they 
say, individual country governments must 
not conclude from the futility of export 
expansion for Africa as a whole that they 
. should reduce the growth rate of their export 
volumes. 

One cannot help countering the final 
argument of Sender-Smith with the warning 
William Cline gave those l.OCs attempting 
to emulate the East Asian economics which 
grew very rapidly from the adoption of 
outward-looking market-oriented policies; 
"Elevator salesmen must attach a warning 
label that their product is safe only if not 
overloaded by too many passengers at one 
time!’ Sender and Smith would do well to 
attach a similar caveat to their prescription. 
In fact, even though the individual African 
country share in world exports of specific 
commodities may be miniscule one wonders 
whether such ‘beggar-thy-neighbour’ policies 
(sometimes involving competitive devalua¬ 
tion) are in the larger and long-term interests 
of the region as a whole, let alone the third 
world. The authors ignore the fact that ex¬ 
port sales arc maintained by poor African 
countries in the face of heavy competition, 
inadequate foreign demand and frequent 
'.trade obstacles in order to acquire desperate¬ 
ly iteeded foreign exchange to meet debt ser¬ 


vice commitBients anJ critical import 
requirements. 

Further, recent advances in materials 
science and biotechnology are having and 
will continue to have a profound effect on 
primary commodity demand in the west. 
This is an entirely new phase in the substitu¬ 
tion piocess fnmi natuial products to syn¬ 
thetics accounting lor the low price and 
incomc-elastieity ot demand for primary 
cominoditics. For instance, Avramovic cites 
a Japanese study which shows the decline 
in capper use per unit of gross product in 
industrial countries by .some 25 per cent 
between I960 and 1981.-’ (This trend is 
partly oftset by a rising trend in ‘copper in- 
ten.siiy' in developing countries--33 per 
com ) In fact RIS has estimated that ap- 
paicni consumption by major developed 
countires as a percentage of GDP and as a 
pciceritagc of manufactured output has 
declined between 1971 and 1983 in the ea.se 
of four mincials: bauxite, copper, iron ore 
and manganese.' .A!l these ate major c.x- 
poris of sub-Saharan Africa and constitute 
aiound 15 per cent of non-fuel exports trom 
the region. 1 hese figures make one much less 
sanguine about the prospects for increasing 
piimary commodity exports to the in¬ 
dustrialised West (the developed centrally 
planned economies are another story) ili.m 
Sender-Smith appear to be. In tact here is 
where the underlying rationale for increas¬ 
ed South-South co-operation comes tn, the 
prospects for which .Sender-Smith regard, in 
onr view wrongly, as ‘‘extremely Irmiied". 
The IMF’s "World Economic Outlook” as 
well a,s the OFC D have forecast that output 
and trade in the advanced capitalist coun¬ 
tries is likely to grow slowly over the next 
10-15 yeans. The industrijti.sed countries’ 
recovery from the worst recession since the 
Great Depression of the 1930s is likely to be 
slow. In any case the days of rapid growth 
in output and trade witne.ssed in the two 
decades following Second World War arc 
unlikely to return. This implies bleak pro 
sptects for an increase in the How of resources 
from industrialised countries to Africa and 
weak prospects of a rapid expansion of 
world trade and, in turn, of improvements 
in commodity prices and demand for 
primary commodities. At the same time 
many developing countries have in the in¬ 
terim become seini-industrialised and offer 
technologies which arc often cheaper, or 
more appropriate, or both. Many develop¬ 
ing countries could also buy more raw 
materials, perhaps in a more processed foim. 
No one is suggesting that third world firms 
can substitute the Hows of technology or 
financial resources from the developed world 
or that third world markets could replace 
iho.se of the first world; only that Sender and 
Smith appear to be underestimating the role 
that increased South-South co-operation, in¬ 
cluding among African countries, could 
play in a modified development strategy. In¬ 
creased South-South economic and technical 
co-operation is by no means a panacea; but 
its usefulness is increasingly being recognised 


not merely in government circles in India 
(which can hope to benefit from its general 
acceptance) but also in Africa as well as in 
the World Bank.^ 

In our view, the real criticism of the ‘weak’ 
version of the dependency approach is that 
in their enthusiasm for blaming all the pro¬ 
blems of the developing world on the 
developed countries, the structuralists and 
the idealogucs of the ‘external factors domi¬ 
nant' argument tend to (consciously or 
unconsciously) underplay the internal 
dynamics within developing countries of 
Africa. Or as Sender-Smith appropriately 
put it, consistent with the emphasis on 
antagonisms between North and ^uth, they 
“systematically downgrade the antagonism 
between classes within developing coun¬ 
tries’’. Since structuralists and nationalists 
of this variety are also often in key policy 
and decision-making positions in third world 
countries, they are in many ways (again con¬ 
sciously or unconsciously) responsible for 
reinforcing the status quo domestically while 
being very vociferous about the need for 
restructuring the international economy, 
when in fact, the status quo in both the 
domestic and international economy needs 
questioning. 

[Notes 

1 UNCJAD, "1 he Lea.st Developed Countries: 
1985 Report”, New York, 1986, p 50. 

2 Dragoslav Avramovic, ‘Depression of Export 
Commodity Prices’, Third World Quarterly, 
July 1986, Vol 8. No 3. p 957. 

3 RIS Digest, January-June 1987, p 4. 

4 For suggestions on South-South Co¬ 
operation, see ‘The Afncan Economic Crisis: 
An Agenda for Action' in “African 
Economic Development: An Agenda for the 
Future”, Research and Information System 
for the Non-Aligned and Other Developing 
Countries, New Delhi, 1987; also in the same 
volume, see V R J’anchamukhi and Santosh 
K Mchrotra, ’Africa Fund: Reflections on Its 
Scope and Functions’. 
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Share of Agriculture in Labour Force 

Ashok Rudra 

Labour Absorption in Agriculture by Anne Booth and R M Sundrum; 
Oxford University Press, 1984; Rs 100. 


ANNE BOOFH and R M Sundrum's book 
is one of those which are difficult to review 
for falling between the two stools of being 
a research monograph and a text book. The 
book is essentially a survey of literature in 
the field of development economics of 
agriculture. It presents too few re.search 
results from the authors' own work to be 
treated as a research monograph. But as a 
text book it poses the problem of what 
readers it addresses itself to. Even though 
the title says ‘labour Absorption’, a very 
large range of topics in agricultural 
economics arc made to hang from the peg 
of labour absorption. 

The book is dedicacted to Ishikawa and 
K N Raj and that has got .some significance. 
The book takes off fioin an interesting pro¬ 
position which Ishikawa fiist made in a 
study which he conducted for the AKII'.P 
at a time when Raj was leading lliai ii'ani 
and could claim a share in the credit tor that 
work for sponsoiing it and editing it. The 
proposition in question is that, contraiy to 
the commonly held view, the shaie of 
agricultuic in the labour force doc.s not 
nel'cssarily decrease rnonotonicallv as an 
economy progres.ses on the pa'h of develop¬ 
ment; the historic tendency niiglit be for the 
share to increa.se upio a point and then to 
decrea.se. The operational significance of the 
proposition, if correct, is that agiicullure 
may play a role in tackling the problem of 
unemployment by absorbing a part of the 
increasing labour supply due to population 
growth which cannot possibly all be absorb¬ 
ed in the industrial sector. Ishikawa's basis 
for this contention was his deniunstraiion 
that there was an extremely large variation 
in the intensities with which labour is ab¬ 
sorbed m the different countries cif South 
East Asia, with the more developed of the 
countries including Japan having a much 
higher intcn,sily of labour absorption in 
agriculture than some of the less developed 
countries of the area. Ishikawa's work led 
to a whole train of researchers on different 
aspects of the problem in the different coun¬ 
tries of the region. Most of these researches 
were sponsored and their results published 
by the same ARTEP. If one additional name 
of a researcher is to be mentioned that 
should be that of Vaidyanathan who was 
persisted to work on the problem for many 
years. An overall critical summary and 
assessment of that literature would have been 
by itself a very worthwhile work. The title 
of the book suggests precisely that. But that 
is misguiding. As has been mentioned 
before, labour absorption in agriculture is 
just one topic among many others covered 
in the book. The book devotes separate 
chapters to such matters as size distribution 


of farms, the mechanisation pioccss in 
agriculture, capital formation in agricultuic, 
agricultural involution, the product market, 
etc. Of course, there arc thematic links bet 
ween these different parts; but that kind of 
links may be used to bring in any numher 
of other topics of the Indian and tor tliat 
matter even the world economy. 

This c.xtcnsiveness has necessarily meant 
a price to be paid in terins of intcnsivencss 
of treatment. The survey in each part has, 
ot necessity, to be highly selective. One of 
the eriteiia used for selection seems to be 
to avoid such treatments by oihci researcheis 
which aie cained out in somewhat sophi 
sticated mathematical terms, this has 
pel haps been done keeping in mind the kind 
of readers for which ihe book is meant. This, 
however, makes the coverage .iriificiallv 
lesiricted. It is a comrnc'ii abuse of langua.i’c 
in the field of ecoiiomici to t.dk of 
itiuthematical economics as if it were a 
branch ol the subjcei Thai, of ecu.isc. is 
.lotiseuw, Niaihomaiics is .i laiiguage in 
.U.kIi m.iny Cvonoinisis tiii<i ii cunveiiieni 
■o neat certain kinds of topics While there 
arc many piobicms to which the application 


Rs 50. 

WRITTEN in Oriya in 194.T (not 194.S as the 
blurb inforiiis us) this is a remarkably sen¬ 
sitive work dealing with the Parajas--a tribe 
of Korapiit district in Orissa. The author (an 
official of the colonial bureaucracy) who was 
posted in Koraput. almost brings to life the 
woild of the Piirajas. Like so many facets 
of Orissa this novel had remained unknown 
to the non-^Oriya speaking world, and it is 
good that the publishcis have decided to get 
It translated into English—even if after 47 
years. Over these years Mohanty has emer¬ 
ged as a le.iding writer in Oriya who hits 
received several honours and awards, in¬ 
cluding the Sahitya Academy Award (1955), 
the prestigious Gnanpith Award (1974) and 
the Padma Bhu.san (1981). Incidentally, it is 
a pity that OUP has thought it necessary to 
have Amitabh Ghosh (of “The Glide of 
Reason” fame) ‘recommending’ the book on 
the blurb reflecting their need to get sanc¬ 
tion from a writer successful in the west to 
sell “Paraja". Do Mohanty and “Paraja” 
need this recommendation? 

“Paraja” should be seen in both the 
historical and the literary contexts. Korapiit 
district was quite prominent during the ‘Quit 
India’ Movement. The tribal movement that 


of mathematics may not be particularly 
helpful, while examples abound of such ap¬ 
plications of mathematics as obscure rather 
than illuminate problems, there are indeed 
many topics which canitot be adequately 
dealt with without the help of mathematical 
models. To be specific, during the last 10 to 
15 years, there has been a large amount of 
wotk done attempting to model problems in 
share-tenancy, the labour market in agri¬ 
culture, iiiierlinked-markets. etc. The book 
under review fails to cover them adequately. 

A second point of criticism has to be that 
the works that havp been included in the 
survey have been accepted and presented 
without criticism. Different results by dif¬ 
ferent authors are referred to as if there need 
be no reservations about them. Just to cite 
one example, 'fhc book refers to many 
inicm-rcsuhs in an approving fashion which 
arc arrived at by analysing cross-section 
aggregate data relating to different districts 
Ol stales in India. Micro results can be 
derived from such macro analysis only under 
veiy restrictive conditions which arc not 
examined to see if they hold or not. 

It is a dutv of a critic to point out defects 
111 a woik revicw'cd by him. And serious 
eiiiicism is a tribute paid to the seriousness 
of a woik. Wc liave made the above criti- 
cisni> in ihai spirit. I hey do not diinini.sh 
our appreciaiion ol itn woith and use¬ 
fulness of (he hook, espcciiillv tor research 
siudenrs working in the field of agri¬ 
cult itral csorioniics. 


developed was based on issues that ranged 
from ‘prohibit ion', ‘vegetalianism' and the 
symbolic defiance of colonialism to the more 
(kscinating popular forms of protest against 
the oppressive land and excise cesses, the 
moneylenders, the bonded labour (got!) 
system, the erosion of the ‘moral economy’ 
(which meant the evolution of stringent 
forest laws and restrictions on ‘shifting’ 
cultivation), restrictions on opium consump¬ 
tion and grain ‘riots’. Popular memory still 
retains the ruthless firings at .Maihili and 
Papadahandi, as well as tribal congress 
activists who led the movement, like l.axman 
Naiko. 

Besides the historical selling. Ihe literary 
context which shaped “Paraja” needs to be 
spelt out. In this connection, one can make 
a few generalisations. The peasant emerged 
as a figure in Oriya literature from around 
!890s. Phakir Mohan Senapati’s writings 
(especially “('hha Mana Aiha Gunth"), 
although ambiguous in many ways, given his 
context, did reflect a break by focusing on 
iiiral life and the peasantry. However, the 
development of the anti-imperialist and the 
iinii-fciidal struggles from the 1920s, the 
birth of socialism, the Kisan Sabha and the 


Complex Fabric of Tribal Life 

Bi.sssatnoy Pali 

Paraja by Giopinath Mohanty, 0,\ford University Press, New Delhi, 1987; 
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’ommunisi Party (1930<i) and the popular 
i&ruggles in the princely stateii stirred intel- 
‘;|ectual activity and contributed significantly 
jp narrowing the gulf between the peasant 
iioid the intellectual. This reached an un- 
.'precedented level of sensitivity in the 
'Writings of some eminent literary figures like 
■jlCalindi Charan Panigrahi (“Malira 
iManisha"), Bhagahati Charan Panigrahi 
YSikar" “Anmbha OShesha”and “Hatudi 
■p Da”) and Sachi Rouiray (“Kaja Pua"and 
•'“Anguthi"). Bhagabati Charan’s “Sikar" had 
’been a trend-setter in the .sense that this short 
Story delineated the ‘world views' of the 
'Iribals and portrayed their dilemmas, con- 
iflicts, confusion and their lack of com- 
iprehension of the colonial state, its laws and 
jts codes. 

] “Paraja" captures the historical setting in- 
isofar as the conditions of the tribals are 
iconceined, and one can also feel how this, 
lalong with the literary context have shaped 
•it. The sweep of the various movements 
:.stirred intellectuals (even in the colonial 
^bureaucracy) and “Paraja", perhaps, reflects 
;the climax of this phenomenon in the 
:pre-1947 context. 

“Paraja” deals with the family of Sukru 
.Jani; his two sons (Mandia and I'lkra) and 
ttwo daughters (Jilli and Bili). Set in a Paraja 
;villagc, it deals with Ihcir mtciactiou.s with 
-.co-villagers, the representatives of the 
•colonial state and the /ammdari, the oppres- 
^sive moneylender (Kamachandia Bisoi), as 
jwcll as iutra-familial tclaiionships. 

, The criticism of ‘predictability of things’ 
made by a reviewer (Mukul Kesavan, ‘An 
Oriya Odyssey’, Indian Lxpmi, May .11, 
1987) .seems to assume that liteiature is 
primarily entertainment and, that, thercfoic, 
the greater the surprises the bcitei. If 
“Paraja” repeals a predictable paitctn it is 
because social reality is predictable. In tact, 
.the tragedy of our .society is perhaps, exactly 
■this, that the story ol “Paraja” repeats itself 
even after 44 years. Should we expa't a novel 
ibased on the tribals to by-pass reality in 
order to avoid being predictable? What, 
instead, needs to be appreciated is that 
Mohanty was among a microscopic minority 
,of Oriya literatures in the 1930-1947 phase 
who dwelt on the theme of poverty and 
e.xploitation of tribals. 

“Paraja” neatly weaves the life of Iribals, 
itheir world views and Ihcir cultural complcv 
.within a framework of decline and change. 
The reader is not only mesmerised bv Paraja 
songs but is also to encounter the nainful 
and agonising process leading to the decima¬ 
tion of Sukru iani’s family. Details of inter¬ 
actions with the exploiters, the market 
‘economy and other tribesmen and outcastes 
and perceptions related to self-imagi- pf 
tribals, the erosion of the ‘moral eci .m' 
.(i e, forest rights) liquor and the i .cess ol 
;pauperisation are portrayed wiiii an un- 
iparallcled level of sensitivity. Consequently. 


a reviewer’s cd*ici$m (Madhu Jain, ‘Of 
Inhuman Bondage’, India Today, June IS, 
1987) of Mohanty’s long explanations of 
various festivals and customs of the Parajas 
is extremely superficial. In fact, Mohanty 
needs to be praised for managing to main¬ 
tain a balance between this dimension and 
the various other themes he develops. 

Firstly, “Paraja” outlines the exploitation 
of iribals by the representatives of the sarkar 
and the zamindar, as also the sahukar. But 
it goes a step further by pointing to the 
emergence of exploiters within tribal society 
—whether it is the village naiko (headman) 
who has a got/ or Madhu Ghasi (who pimps 
for Kamachandra Bisoi). This point needs 
to be emphasised since there is a tendency 
among present day social scientists to build 
monolithic tribal categories while studying 
colonial India. 

Again, “Paraja" brilliantly paints the 
complex process of hegemonisation of the 
tribals by their exploiters, as well as the 
tribals’ internalisation of exploitation. These 
contribute to make the exploiters as well as 
exploitation the ’natural order of things’. 
This becomes evident if, for example, one 
grasps how Ramachandra Bisoi evokes awe, 
respa't and fear simultaneously, and the way 
the hatted towards him remains submerged 
by these features most of the time. This 
perception also affected the way of looking 
at the representatives of the Jeypore zamin- 
dari and colonialism—although the farther 
away tht 7 were, the more incomprehensible 
and remote they became. Of course, as por¬ 
trayed in “Paraja", the tribals did not dif¬ 
ferentiate between these different layers of 
authorities and the exploitation perpetuated 
by them. 

This complex process is also portrayed in 
the way Jilh accepts Kamachandra Bisoi 
after being reduced to becoming his mistress 
and after he converts her brothers intogo/M 
and then manipulates to drive them away 
from their land. Similarly, till the very end 
Sukru Jani looks at fate and the possibilities 
of a better future in order to rationalise 
almost everything. The negative self-image 
of the tribals also expresses this complex 
phenomenon. 

The dimension of protest, as we have 
noted earlier, remains submerged throughout 
excepting occasional anger expressed by the 
“Paraja” girls whey then discuss the forest 
guard or when the gotis chat about Bivn or 
Tikra’s angry thoughts regarding Bisoi, and 
his idea of running away to freedom or Jilli’s 
initial reaction on being approached by 
Madhu Ghasi, Bisoi’s pimp. 

The faith in gods, the colonial laws and 
the sahukar’s mercy weigh heavily on the 
Paraja family till the end. However, they are 
finally guided by their own sense of justice 
to axe Bisoi to death, in an attempt to set 
things right, and then go tq the police sub¬ 
inspector ajid report their crime. This 


reminds one of Ghinua in Bhagabati 
Charan's “Sikar”, or similar happenings 
today. 

"t^raja" also delineates man-woman rela¬ 
tionship in a tribal society. For one, it shows 
the gradual subordination of women. 
Although they play an important role, select 
their husbands and the bride-price remains 
as a customary feature, most of the serious 
decisions are taken by men. When Sukru 
Jani and Tikra leave their village to work 
as gotis Mandia Jani a.ssumes responsibility 
of the household, steps into his father’s 
shoes, picks up his father’s mannerisms and 
speaks to his sisters in a tone of authority. 
The predatory sexual designs of the forest 
guard or the sahukar is a sharp reminder of 
the sexual exploitation of tribal women—a 
theme so common even today. 

In the end, we can speak about some ol 
the major limitations of this book. This can 
be summed up as the problem of using 
English by a translator whose mind seems 
to be ’colonised’. Can one ever reconcile to • 
Sukru Jani smoking a ‘cigar’ or a ‘cheroot'? 
The translatoi could have used the word 
‘pinka’ instead (which is commonly u.sed by 
the tribal folk of Koraput) with an expla¬ 
natory note. Equally silly is his idea of 
making Kajodi address her friend Jilli 
teasingly as “Mrs Bagla". Das could have 
retained Mohanty’s ‘Bagli', instead with a 
clarification (explaining Bagla/Bagli in 
gcnder/language terms). 

A reviewer’s recent criticism that the social 
anthropologist in Mohanty often gets the 
better of the writer in him. (Madhu Jain, 
op cit) is based on an insertion by Das, not 
Mohanty: ‘Only, in this primitive world, the 
individual’s wealth is measured in terms of 
the quantity of grain in his attic. On the sur¬ 
face, there is little evidence of class snobbery 
or prejudice, but sooner or later its existence 
becomes inescapably obvious’. These jarring 
lines appear to have been superimposed and 
they could have been easily avoided since 
they hardly add anything significant to the 
original text. 

However, in the end one must say that Das 
has done a remarkable job and in patches 
“Paraja” reminds one of Ignazio Silone’s 
"Fontamara” (London. 1938) or Carlo Levi’s 
“Christ Stopped at Eboli” (New>¥ork, 1966; 
originally written between December, 1943 
and July l944)..Both Mohanty and Das do 
present us with a picture about a life so alien 
to us with a fine sensitivity and seriousness. 


A Connection 

In the review article 'Women’s Struggle in 
Pakistan’ (EPW, December S, pp 2112-2114), the 
names of the authors of the book 'Women of 
Pakisum: IWo Steps Rsrward, One Step Back?' 
were inadvertently Omitted. The authors are 
Khawar Mumtaz and Farida Shaheed. The er¬ 
ror is regretted. 

-Ed 
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SPECIAL ARTICLES 


Political Ecology of Drought and 

Water Scarcity 

Need for an Ecological Water Resources Policy 

Jayanta Bandyopadhyay 

While dmught has been with us for centuries, the present water scarcity poses a wider and more serious pro¬ 
blem to our socio-economic life. Solutions can be sought only on the basis of a comprehensive understanding 
of the ecological factors at the root of the problem. Drought has generally been associated exclusively with devia¬ 
tions in rairfall. In actual fact the current water scarcity is a result of our failure to ensure the stability of the 
water cycle in the course of implementing developmental programmes. 


InlrodiK'tion 

Wri H an amazing lapidity acute scarcity of 
water has grabbed the centre stage of India's 
national life. Through all out development 
decades we have taken water resources for 
granted and today we are suddenly put face 
to face with an acute water scarcity posing 
grave threat to the survival of our people and 
the danger ol a hall to the development of 
the country. It is nut that we did nut spend 
a great deal of inorie^ on water resources. 
But water resource managemem strategy 
in India has so far been guided by the 
philosophy that ‘•water is strictly a fixed 
rcsouice and we cannot really destroy it on 
any significant scale”.’ With this 
philosophy which assumes that water is 
undestroyable because it is renewable, we 
have successfully destroyed much of our 
water resources in our streams and rivers, 
fields and tanks, wells and ponds. Water is 
not available automatically as a renewable 
resource because its renewability is govern¬ 
ed by the ecological processes tliat maintain 
and give stability to the water cycle. 
Disrupted watei cycles can turn water from 
an abundant renewable resource into a 
vanishing non-renewable resource. 

There are enough indicators to establish 
our failure in en.suring the stability of the 
water cycle. State after state is trapped into 
an irreversible and worsening crisis of 
drought, desertification and consequent 
water scarcity, threatening plant, animal and 
human life. The magnitude of the scarcity 
is disproportionately higher than ihe varia¬ 
tion of rainfall from the normal. Uttar 
Pradesh had 17,000 villages without watei 
in the 1960s. In 1972 the number of scarcity 
villages had doubled to 35,000 and by 1985, 
the crises had spread to 70.000 villages. In 
MP, 36,420 villages had no water in 1980. 
This figure had risen to 50,000 in 1982, and 
64,565 in 1985. In Gujarat, the number of 
villages without water shot up from 3,844 
in 1979 to 12,250 in 1986. The number of 
villages facing water scarcity have increased 
from 17,112 in 1979 to 23,000 in 1984 in 
Maharashtra.^ It is by now clear that while 


drought had been with us for centuries as 
an intcgial pan of uncertainty associated 
with tropical weather conditions. Ihe picseni 
level of water scarcity poses a much bigger 
and deeper problem to our socio-economic 
life. The solution lies in out comprehensive 
understanding of the ecological factors 
behind the problem as well as a concerted 
national effort not to find the so'uiion to 
the drought and flood question in simple 
relief but to create long-term ecological 
icgcneration programmes lor the hydro- 
logical stabilisation of our water resource 
systems. The most comprehensive expression 
of this concern is available in the words of 
Vohia: 

The icduction of run-off and soil los-.es 
through a greater emphasis on afforestation 
and better land management must be taken 
up on a nation-wide .scale because such a 
strategy also constitutes our best insurance 
against the recurring droughts and floods 
which take such a heavy toll of our 
economy.-’ 

The ambiguous term 'drought' has been 
rather freely used in our country to explain 
away this process of ever-increasing water 
scarcity. And drought, in turn, has been in¬ 
evitably related exclusively to the deviations 
in rainfall from noripal. However, the most 
alarming and exponential increase in water 
scarcity over the last few years cannot be 
linked exclusively to the abnormalities in 
rainfall because there is no long-term change 
in rainfall, though there have been variations 
in the annual rainfall to some extent.'* Fur¬ 
ther, water scarcity and drought is no longer 
restricted to arid regions with scanty rain¬ 
fall. High rainfall receiving areas like Kerala 
and Goa are also experiencing acute water 
scarcity and have been demanding drought 
relief. In these parts as well as in the 
Himalayan foothills in Eastern India, floods 
are occurring in the same disproportion to 
rainfall variations. Quite clearly the com¬ 
monly made correlation between failure or 
variation in rainfall and drought is simplistic 
and inadequate. Water scarcity and drought 
exist whenever and wherever the links in the 


water cycle arc broken or destabilised. The 
special situation in which rains do not ar¬ 
rive in time or in adequate quantity is only 
one loirn of drought, the meteorological 
drought. There are many other proces.scs 
through which watet scarcity gets generated. 
Deforestation and hydrological destabilisa¬ 
tion in Ihe mountain catchments of rivers 
can make rivers and streams dry up in the 
posi-inonsoon [X’riods In such situations we 
can have surface-waier drought in spite of 
normal rain lull. Similarly .soils can lose their 
effective moisture conserving capacity 
through a complex -xf diverse processes and 
the consequent land aridisation could be 
described as soil-water drought. Again this 
can clearly happen in spile of a normal rain¬ 
fall and good catchment. Finally, the min¬ 
ing of groundwater through excessive pum¬ 
ping can create an almost irreversible 
groundwater drought even under conditions 
of normal and good rainfall as well as good 
soil conditions. While the various forms of 
drought can get generated independently, it 
would however be swong to .see rainwater, 
surface water, soil water and groundwater 
as ecologically disconnected. These systems 
are inseparable and are linked to each other 
through the water cycle that describes the 
dynamics of the continuously moving water 
resource. Under conditions of seasonal rain¬ 
fall streams and rivers have perennial flows 
derived from groundwater and .soil-water 
sources of the catchments. Whereas ground- 
water in flat plains of river basins is re¬ 
charged by surface water available in 
streams, lakes and rivers. Both the surface 
water and groundwater, in the final account, 
are dependent on precipitation for their 
renewal. Except the geological water trap¬ 
ped in deep aquifers, all other water forms 
are ecologically linked to each other. It is in 
this ecological perspective of the water cycle 
that the alarming rise in water scarcity in all 
parts of the country needs to be seen and 
understood. Needless to mention that this 
ecological perspective has to be conveyed not 
only to the officials involved in executing 
water resource projects but to each and every 
citizen because ultimately the water is for ail 
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and 10 a laige ctlont all should be involved 
in piDper husbandry of the vital water 
rcsouiccs. 

DiMtNSIONS OI DUf)Li<;HI AND WAlfrR 
S( ARl 11 > 

Drought is not unique and its description 
is totally dependent on the local conditions 
and the levels of water use. Under the mon- 
soonic weather conditions as in India, deter¬ 
mination of what exactly be counted as 
drought is a complex issue Nevertheless, for 
official purposes of declaring drought in 
some areas a 25-50 per cent departure from 
normal rainfall is considered moderate 
drought while a departure greater than 50 
per cent is csinsidcied >e*-ious drought.'' The 
weather bureau of the US defined drought 
as a “lack of raintall so great and long con¬ 
tinued as 10 affect injuriously the plant and 
animal lilc ot a place and to deplete water 
supplies. In l.gypi those years which do 
not bring a flood in (he Nile iivei is eon- 
sideied drougtil veatsIn India conversely, 
floods hase almost beeonio the prcicquisiie 
for dioiii-'iii fieyond the general spatial 
variations in the peiccprions of drought, 
individu.ii writei uiilisaaon pattern can face 
drought iiidci>endent ol one another, l-oi a 
hydel power t’cncration unit drouglii will not 
mean absoluie lack of water hut drop in 
reservoir level below the intake point, while 
fora latmei, dioiighi will mean lack of.soil 
moisture to inaieh the evapotranspiration 
needs ol the plants. 

In view of this unlimited dimensions of 
water scareiiy ereaiiiig piohlcnis lor human 
sur\ ival and economic activities, most of the 
earlier attempts at defining drought as a 
meteorological phenomenon is incomplete. 
Further, the impact ol similar meteorological 
irregularities may be very diflercnt in two 
parts of the country with different popula¬ 
tion density, soil lype.s, cie. Drought as a 
purely meteorological phenomenon has been 
there from a long time and human economic 
activities as well as changes in ecological en¬ 
dowments like green cover, surely has a long¬ 
term impact on altering the rainfall pattern 
and the wot Id climate. Various attempts have 
been made by climatologists to understand 
the lactors tcsitonsihle for mcicotologically 
generated drought hiii ihe area is still very 
grey.' No doubt the phenomenon of 
meieorological droughi needs detailed and 
long-term studies connected with the shift 
of the Inter Tropical t'onversion /one or 
even solar cycle, but foi facing the immediate 
crisis of water scarcuy in India aiieiiiion also 
needs to be paid uigently to the various other 
forms of droughi enlisted above and com¬ 
monly called hydrological drought. The 
various foims of hydrological drought 
aie presumed to be the reflections of 
meteorological drought. As mentioned 
earlier, this may not be always the case, T!ic 
water crisis comes to us only in the fet- .n of 
hydrological drought- -dry rivers, di y soils, 
dry aquifers. Hence, this lelationship bet¬ 
ween the rainfall variations and the various 


forms of %drological drought, if any, needs 
in depth analysis for evolving an ecologically 
sustainabte water resource policy. 

METEOROIXtGICAL DROUGHT 

India’s weather conditions, like many 
other parts of the tropical world, is 
characterised by short-term fluctuations 
which are not adequately explained. When 
the monsoon appears over India, depressions 
and cyclorRc disturbances can cause ap¬ 
preciable spatial variations in rainfall. At the 
same time these disturbances do not give a 
common pattern. For example, during 1917 
and 1918 monsoon seasons, the number of 
disturbances were equal while 1917 and 1918 
arc the wettest and driest monsoon seasons 
in India during the period 1901-60." Again, 
ihe sca.sonality of rainfall in India when seen 
through a temperate bias, may look like a 
permanent drought condition with evapo¬ 
transpiration exceeding rainfall for 8-9 
months. The average annual rainfall of 
Cherrapunji, 12,000 mms which mainly falls 
in the three to four monsoon months will 
take more than a decade to fall in Ixmdon.'' 

While no long-term trend in rainfall has 
been observed, the frequency of recurrence 
of droughi, described as 25 per cent defl- 
cicncy in rainfall, has been analysed by 
.lodha. According to him 13.2 per cent of 
India's total geographical area has a drought 
frequency of less than three years. Similarly 
11.6 per cent, 36.5 per cent and 30.9 per cent 
of India’s area have a drought frequency of 
3, 4 and 5 years re.spectively."’ 

Tropical vegetation as well as agriculture 
evolved by adapting to condition of 
seasonality of piecipitation and its variabili¬ 
ty. Cropping pattern and water technologies 
had evolved in such a manner that non¬ 
availability of precipitation in non-monsoon 
periods or unexpected dry spells did not 
translate itself into a large scale scarcity. The 
natural vegetation in the tropics has a great 
influence on soil and water conservation. It 
helps the transformation of enormous 
.seasonal rainfall in the upper catchments like 
the western ghats or the Himalaya into 
perennial streams feeding the major rivers 
ol India. There seems to be a relationship 
between vegetation and rainfall but its exact 
nature is yet to be determined. On the basis 
of vegetation and rainfall studies of 29 sta¬ 
tions tor over 100 years, Meher-Homji has 
shown that, as a rule, larger the area of 
deforestation, more are the number of 
criteria showing diminishing tendency of 
rainfall and rainy days." Commenting on 
the relationship of tropical forests and rain¬ 
fall, Salati estimated that as much as 75 per 
cent of the year’s rain in the Amazon basin 
returns from the forests directly back to at¬ 
mosphere.'^ The forest thus effectively in¬ 
creases the possibility of rainfall in the im¬ 
mediate vicinity. Salati warned that the 
destruction of the natural forest cover of the 
Amazon would reduce rainfall and the in¬ 
cident solar energy, instead of being used for 
wdter cv.aporation, would heat the air con¬ 


tributing to the expansion of the desert. 

While such taige scale destruction of the 
tropical rain-forests can tl^reaten to generate 
severe meteorological drought at the global 
level, the question of when drought will 
occur at the micro-climatic level is not easy 
to settle. Rangasami has pointed out that 
with the pattern of rainfall of India, the 
norm of declaring drought when rainfall 
variation is more than 2S per cent is a tricky 
one. In regions like Gujarat, Rajasthan or 
Andhra Pradesh, where rainfall is highly de¬ 
viant from year to year, ‘drought’ can be 
shown in any district in any year.'’ While 
the deviations in rainfall and drought cycle 
has been part and parcel of India’s 
meteorological endowments and changes in 
vegetation pattern may also set some in¬ 
dependent trends, the nature and dimension 
of the present day water scarcity and floods 
do not get totally explained on the basis of 
meteorological drought alone. There are 
strong indications that India’s water crisis 
is more related to the problems of manag¬ 
ing water resources following precipitations. 
In fact, in acutely drought-affected regions 
like Rayalasecrna on the basis of rainfall data 
since 1945, studies have indicated that no 
meteorological drought had occurred 
there.Accordingly, if the people of India 
have to ensure a better water supply for 
themselves, if it is necessary to ensure the 
long-term sustainability of water resources, 
it is also necessary to look into the rea.sons 
for the other forms of drought that actually 
represent the concrete cases of water scareiiy, 
instead of putting all the blame on the 
failure of rainfall in an unscientific manner. 

Surface-Water Orouch r 

In the case of India, surface-water drought 
or drying up of surface-water sources like 
streams and rivers is more related to the 
destabilisation of hydrological stability of 
the catchments rather than rainfall failure 
per se. 

The drying up of Cherrapunji makes an 
interesting case. With the destruction of the 
hydrological capacity of the mixed natural 
forests in the catchment, the above 12,000 
mm of rainfall in Cherrapunji instantly runs 
off accentuating the flood situation in 
Bangladesh and as soon as the monsoon is 
over, the springs and the streams start dry¬ 
ing up and water scarcity haunts the one 
time wettest spot on earth. This creation of 
the surface-water drought through degrada¬ 
tion of catchments amounts to a failure in 
maintaining the ecological processes which 
allow the rainfall to infiltrate and percolate 
to the .underground to be discharged as 
perennial sources. The destruction of the in¬ 
filtration path of the water cycle under 
tropical conditions of seasonal rainfall 
creates floods immediately following the 
rains and water scarcity in the rest of the 
year. Under temperate conditions of more 
uniformly distributed precipitation, bypass¬ 
ing inflltration paths and reducing evapo¬ 
transpiration rates through clearfelling can 


2160 


Economic and Poiitibal Weekly December 12, 1987 



actual]^ increase total water yield in the 
rivers. Results from 30 studies reported by 
Hibbert indicated that a reduction in forest 
cover increased water yield and reforestation 
was accompanied by decreased water 
yield,'* Clearcutting lodge pole pine in 
Colorado increa.sed stream flow by about 30 
per cent and removal of all woody vegeta¬ 
tion from a watershed in Coweeta, North 
Carolina increased stream flow more than 
70 per cent in the first year.'* Over the 
whole of the US about one-fourth of the 
total precipitation escapes as stream flow 
and three-fourth is returned to the at¬ 
mosphere by evapotranspiration. ” 

What is considered an advantage in the 
higher water yields in the conditions of the 
US is clearly disadvantageous in the climatic 
conditions prevailing in important upland 
water-sheds of India. Under conditions of 
extremely concentrated and heavy rainfall 
Hoods arc expected. However, even when 
ratnfall is not that heavy, loss of hydrological 
I unction ol the river catchments in absorb¬ 
ing the rainfall resulting from lack of green 
eoser will also lead to floods, and conse¬ 
quently diought. In one of the reports to the 
government of India FAO recommended 
that under the extended technical assistance 
piograinmc one of the main prescriptions 
for enhancing wood production was to ini- 
pi(ive the accessibility of hill forests to per¬ 
mit belter exploitation."' The results of in¬ 
creased exploitation of catchment forests 
and thcii conversion into (piofiiuble) 
monoculture plantations of commercial 
species like pine oi eucalyptus has been a 
niajoi cause for the eiealion ol floods and 
droughts ill India 

Their ecological unsuilabiliiy conics from 
their inability to provide adequate defence 
to the soil against the direct hit ol the tain 
drops during intense storms. It also comes 
fiom their very poor contiibution to humus 
lormation as against broad leaved species.*" 
In this manner large scale displacement of 
mixed natural forests by monoculture 
cultivation, say of eucalyptus, as in the Terai 
region of Uttar Pradesh, enhances the flash 
Hood iirospects, and consequently, surface- 
water drought. Finally, eucalyptus planta¬ 
tions take away through evapotran.spiralion, 
major portion of the moisture remaining 
back in the soil by virtue of being sclero- 
phitic. As a result of the cumulative impact 
of these processes over 10 years, the water 
yield of experimental plots in the Nilgiris 
showed a significant decrease when the 
natural shola forests and gra.s.slands were 
replaced by eucalyptus plantations.^' 

The question of land use and manage¬ 
ment in the upper catphments, from a more 
general viewpoint, may look to be irrelevant 
to the question of drought in the flat plains. 
But the upper catchments are within the 
single eco-zonc of the same river basins and 
their ecological performance is most vital for 
controlling floods and droughts. In a similar 
experimental comparative study of catch¬ 
ments ill Madagascar between natural 
forests, secondary forests and eucalyptus 


pIantations,'it has been observed that flood 
was 20 per cent higher in the case of eucalyp¬ 
tus plantations and the base How least. In 
the case of natural and secondary forests 
about 50 per cent of the rainfall was con¬ 
tributing to the base flow while for eucalyp¬ 
tus it was only 4 to 19 per cent.^^ In the 
same way chir pine in the Himalayan water¬ 
sheds can transform the hydrological situa¬ 
tion towards floods and drought. Long 
before the Chipko movement took up this 
issue, Mira Behn, the disciple of Mahatma 
Gandhi raised alarm about the threat pos¬ 
ed to surface-water resources by the replace¬ 
ment of or k forests by chir pine.*’ There is, 
however, no thumb rule that under all 
climate conditions trees are beneficial for 
water con.scrvation though some environ¬ 
mentalists have helped the growth ol these 
wrong ideas. In many arid and semi-arid 
areas trees may lead to destruction ol 
water resources thiough heavy demand of 
evapotranspiration 

There are some other important factors 
which have contributed to the enhancement 
of the flood-drought combine. Hydrological 
stability of the upland watersheds has been 
damaged by ecologically ha/ardou.s mining, 
reckless road construction, overgrazing and 
growth of non-terraced agriculture. Quan¬ 
titative infoimation on the.se factors arc 
scanty. The case of Doon Valley in the 
Garhwal Himalayas is important as an ex¬ 
ample. The vallc-y with an average annual 
rainfall of mote than 2,000 turns has rich 
limestone deposit on its northern end inside 
the Mussoorie hills. Quariying of this 
limestone over the last 20.2.'' years has 
drastically changed the surface-water flow 
in the valley luinirig many perennial livers 
into carriers of monsoon floc-d only.-’’ 
Most of these perennial streams were 
icchaiged by rainwatci conserved in thy 
limestone aquifers in the Mussoorie lull. 
Following an appeal to the Supreme Coiiit 
of India by the residents of the valley, the 
limestone quarrying has been stiictly con¬ 
trolled.*' The situation is almost the same 
wherever large scale mining has been 
going on in heavy rainfall receiving moun¬ 
tain watersheds. In south India iron ore min 
ing in the western ghats watersheds ol 
Tungabhadra is creating similar situation of 
drought by reducing the base flow and in- 
crea.sing the silt load iii the river. In the case 
of hill roads, Narayana and Kambabii 
calculated that each 10 metre stretch of 
Himalayan roads contribute 2 tons of debris 
per year to be deposited in the river-beds, 
reservoirs and the flood plains.** 

Throughout the mountain watersheds of 
the country the expansion of uiitetiaced 
agriculture and overgrazing has been con¬ 
tributing to hydrological instability, though 
their exact nature and extent of contribution 
is uncertain and little quantitative informa¬ 
tion is available. The cumulative impact of 
all these factors have been worsening floods 
and droughts even under normal rainfall 
conditions. Fluodprone area .in India has 
increased from 20 million ha in 1971 to 40 


million ha in 1980 while leceni estimates put 
the figure for 1986 as 60 million ha.^' And 
this is happening in the background of con¬ 
tinuous drought .situations. 

Floods, DkouoHix! and Bio Dams 

In an attempt to tackle the pioblems of 
cvci increasing floods and droughts, follow¬ 
ing the footstep.s of British irrigation 
engineers, planned development in India 
gave a tremendous encouragement to the 
large rivet valley projects. From the begin¬ 
ning of the five year plans till now about 
20,(XX) crorc rupees (15 per cent of the total 
plan expenditure) was spent on the river 
valley projects. As a result 1,554 large dams 
were built and many more are at various 
stages of planning and completion. Table 1 
gives the siatewise break-up of these 
dams.^* 

These dams were not only assumed to stop 
the floodwaiers from going down but was 
also to provide irrigation to the respective 
command areas to ensure lood security of 
the country. While most of the puieiitials of 
dam construction in most of our rivers is 
being exhausted quickly, there is no possibili¬ 
ty of three- fourths of the country having in 
any way gained from the water resources 
stocked in the dams purely due to quan¬ 
titative limitations of this technology. 

.Such heavy investments have at best 
touched a fraction of agricultural land in our 
country. What is more disturbing, dams are 
increasingly becoming sources of floods. 
Only recently, on August 31. 1987 several 
areas of Burdwan and Medinipur districts 
of West Bengal were flooded by water 
released by Daniodar Valley C’orporation 
projects and the Kangsabati project.*’ On 
August 27, 1987 in another corner of the 
country, while Gujarat was reeling under 
drought, nearly 50 vill.igcs downstream of 
Kadana dam in Baruda, .Savli and I’adra 
taluks were given alert signal for cvaciiation 
due to flood ill viiw of water released from 
the dam. This was in response to a rainfall 


T.mii i 1: SiAibwisL DisTRiBininN OI 
Dams in India 


Stale 

No of Dam.s 

Andhra Pradesh 

74 

Bihar 

31 

Gujarat 

276 

Himachal I’ludcsh 

3 

Jammu and Kashmir 

7 

Karnataka 

63 

Kerala 

44 

Madhya Pradesh 

l.tl 

Maharashtra 

631 

Meghalaya 

6 

(Jnssa 

39 

Punjab 

2 

Rajasthan 

67 

Tamil Nadu 

77 

Uttar Pradcsii 

84 

West Bengal 

17 

Goa, Daman and Diu 

2 
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in tM catchments of the dam.” Dam in¬ 
duced floods are now occurring almost with 
the same predictability as floods caused by 
excessive overland flows in the catchments. 
In 1978 releases from the Nanak'Sagar, 
Kaulagarh and Begul Bandh dams flooded 
vast areas in the Rohilkhand areas of Uttar 
Pradesh. In the same year when the water 
level in Bhakra dam reached 1,084 ft water 
was released in consideration of the safety 
of the dam making 65,000 people suffer. On 
September 1980 a serious Hood was created 
in Orissa in a similar manner when water 
was released from the Hirakund dam.’* The 
Sharavati floods of July 1980 that had wiped 
out a stretch of 40 kms and affected 27,000 
people was the result of avoiding a threat 
to the Linganamakki dam.^^ These are only 
a few instances of a general trend that due 
to various reasons starting from accelerated 
silting, enhanced run-off in the catchment 
to compulsions of keeping high levels in (he 
dams, the flood in the country has not ef¬ 
fectively been controlled. 

Conversely, the drought protection avail¬ 
able from the dams have also been only a 
fraction of what was promised. Increasingly 
reservoirs are not holding any water in the 
acute drought periods, resulting in tremen¬ 
dous scarcity conditions. ^ 

In spite of such heavy im^tments in water 
resource devciopment through surface water 
storage to control floods and droughts, these 
dams are not able to stand upto their pro¬ 
claimed contributions. The reason lies in the 
non-ecological foundations of the engineer¬ 
ing structure-based approach of our water 
resources. At the basin level no attempt has 
been made to improve in situ water conser¬ 
vation while a small fraction of the total 
agricultural land has been blessed with ex¬ 
cessive water supply ensuring the most in¬ 
efficient use of water for irrigation. The 
overall efficiency of water use in large dams 
is of the order of 35-40 per cent. Food 
pioduction and nutrition security instead, 
should have been more closely linked with 
agriculture based on in situ water conserva¬ 
tion which has the ecological capacity to en¬ 
sure long-term food security. Instead of 
seeing the in situ conservation and smaller 
dams as complementary to big dams, they 
were seen as inefficient competitors. This 
non-ecological approach has resulted in 
excessive silt inflow into the large daihs and 
reduced water holding capacity. Intensive ir¬ 
rigation based agriculture in India, thus, by 
virtue of its all out dependence on non-local 
inputs, will not be able to ensure food and 
nutrition security on a long-term basis. 

Year round availability of surface water 
is not only essential for irrigation but it is 
the only source for large scale supplies to 
the urban-industrial sector and for hydro- 
Hpower generation. Surface-water drought, 
thus, undermiifcs all these activities as has 
been seen in most parts of the country in 
the current year. The reason has been that 
water resources development in India has 
cognitively been limited to-utilisation and 
has not touched ecological husbandry. As 


a result we are left with increasing competi¬ 
tion for a decreasing resource. In this 
background the large dams have surely not 
proven their efficiency. The crisis in surface- 
water is mainly due to the collapse of water 
conservation in the upper catchments. This 
of cdurse should not lead us to assume that 
storage of water by dams and its transfer is 
altogether inefficient. Surely, water has to 
be stored. But in what form, at what scale 
and for what period is a matter still to be 
optimised on ecological grounds in the new 
policy for water resource use. Without such 
an effort the crisis of surface-water drought 
will further deepen independent of rainfall. 
Surface water, however, is limited in its 
availability. Large areas in the country is 
also affected by two other vital forms of 
drought—the scarcity of moisture in soil for 
plant growth or soil-water drought and the 
scarcity of groundwater for both domestic 
and irrigational purposes or groundwater 
drought. These will be taken up in the 
following sections for analysis. 

Son, -Water Drought 

Availability of water in the soil is an essen¬ 
tial pre-condition for plant growth. Soil- 
water drought, however, is a relative category 
dependent on the nature of the plant and 
soil. What could be a drought condition for 
paddy could as well be a condition for ex¬ 
cess soil moisture for dry crops like Bajra 
or Jowar. Hence the choice of crops in India 
had evolved according to the variations of 
climatological and soil conditions. Thble 2 
gives the water requirement of some com¬ 
mon crops and their productivity with 
respect to water input. It is interesting to note 
that when water use will have to be opti¬ 
mised, the indigenous dry crops prove very 
high yielding.^’ Under extreme conditions 
of soil-water drought, however, no plant will 
be able to survive and the condition could 
be described as desertification. 

Ail soils do not have the same resistance 
to drying and will have different needs for 
water inputs. Organic matter inputs increase 
the water holding capacity and hence soils 
rich in organic content do not dry up 
quickly. A 2-5 times increase in the water 
retention in the soil and a 15-20 per cent 
reduction in evaporation has been observed 
with the addition of manure and organic fer¬ 
tiliser.^^ In India black soils occurring 
south of Vindhya mountains and the Malwa 
plateau and many areas of Maharashtra, 
Karnataka etc, have high water holding 
capacity and are resistant to drought. Cotton 
has been grown in these soils along with 
jowar. bRjra and wheat. 

The high moisture retention in the black 
soils allows cultivation of crops like chillies, 
onion etc, without irrigation while they are 
normally irrigated in the lighter soils. In the 
heavier black soil, water depletion is ex¬ 
tremely slow and drought occurs slowly and 
much later than in lighter soils. Thus, there 
is no clear cut meteorological description of 
crop-failuie from drought. It depends on the 


nature of soil, the nature of organic inputs 
as well as the nature of crops. As a response 
to this diverse requirements of soil-crop 
combination, land and water use had 
evolved indigenously in India. 

The indigenous canals, anicuts, tanks and 
wells were a protective support of water for 
the otherwise ecologically suited crops. Con¬ 
trary to it, large scale canal irrigation, a 
trend introduced by the British and con¬ 
tinued in free India, brings in a qualitative 
change in crop selection and water avail¬ 
ability brings in the green revolution package 
of new crop varieties, increased inorganic 
fertiliser and pesticide use and frequent ir¬ 
rigation.^’ The extent of growth of this new 
type of irrigation since 1947 is given in Bible 
3.” The intensive irrigation needs of green 
revolution agriculture has created a largely 
wasteful water requirement in the hope bf 
increased food pr^uction in limited areas 
where irrigation has reached. On the other 
hand the ecological impact of intensive ir¬ 
rigation has been large-scale waterlogging 
and development of wet-deserts in fertile 
agricultural land. Further, this agriculture is 
so precariously dependent on irrigation that 
any delay in supply, either due to actual 
water scarcity or due to mismanaged dis¬ 
tribution, will cause serious soil-water 
drought. On the whole, this method of 
agriculture has increased its vulnerability to 
drought in many ways. It is in the perspec¬ 
tive of this enhanced vulnerability of green 
revolution agriculture and the built in 
resilience of indigenous practices that the 
drought scene in India has to be analysed. 

Since irrigation could not reach all 
agricultural fields and since irrigated 
agriculture preferentially got the institutional 
financial support for inputs, the attention 
of the farmers got focused on the irrigated 
lands. The drylands suffered from lack of 
attention and degradation set in. This pro¬ 
cess of degradation of the soil in the 
drylands has been eloquently described by 
Mann; 

another agricultural result has followed 
in these Deccan canal areas in the draining 
of the manuriai resources of the surrounding 
dry country into the watered region. The 
growing of sugarcane demands a very high 
degree of manuring and every source for 
manures must be tapped, apart from the 
oilcake and artificial manures which are 
brought by the sugarcane growers. For quite 
a large region round the Nira Canal area cat¬ 
tle manure'and other similar materials have 
been drawn into the watered zone with the 


Tabif 2: Water Reouirf.ment and 

PRODUCTlvnY OF IRRIGATED CROPS 


Crop 

Water in 
mm 

Productivity 

kg/ha/mm 

Rice 

950 

1.72 

Ragi 

250 

4.65 

Jowar 

250 

4.47 

Sugarcane 

1250 

- 

Wheat 

400 


Maize 

200 

— 
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mult that the dry crops there have been to 

that extent starved of the manures which they 

might have had.” 

The relative destabilisation of dryland 
agriculture is further aggravated by the 
disproportionate allocation of irrigation 
water to the cash*crops. Thus, while the 
staple crops in drought stricken areas of 
Maharashtra, Karnataka or Andhra Pradesh 
arc denied water, sugarcane fields or grape¬ 
vines are flooded with scarce ground- 
water.’" Thus, a soil-water drought is 
created not by an absolute scarcity of water 
but preferential diversion of limited sources 
of water. The process of degradation of 
dryland agriculture and loss of drought 
resistance is further enhanced by the reduc¬ 
ed crop residues that go back to the soil as 
organic matter. Use of inorganic fertilisers 
and intensive irrigation create the problem 
of ‘lodging’ As a solution to this problem 
dwarf varieties with much less non-grain 
biomass pioductivity were introduced. In 
paddy the reduction of straw is about one- 
third while in sorghum it is two-thirds. 

In anothei major way water intensive 
green revolution agriculture has affected the 
productivity and built-in-diought resistance 
of dryland agiiculture that arises from the 
large-scale use of pesticides in wetland.s. As 
reported by Bandyopadhyay and Reddy 
in an example from Oharwar district of 
Karnataka, crop loss is taking place due 
to soil-water drought, characteristic of 
the region, while there is no perceptible 
meteorological drought in the district.” 
Table 4 gives the rainfall, and rainy days in 
Uharwar over the period 1971-1984. Though 
there is no major indication of a sharp fall 
in total rainfall, crop failure has become 
chronic in Dharwar due to the enhanced 
drought vulnerability of newly introduced 
crops as dc.scribcd in the Ihble. 

Prior to 1965-66, the cropping pattern in 
the region consisted of jowar, cotton, 
groundnut, bajra as main crops, with a 
diversity of other crops as mixed and in rota¬ 
tion. Jowar crop was mixed with pulses like 
madike, avare, niger, toor and green gram 
in the proportion of 1:10 to 1:5. The mixed- 
crop provided an insurance against drought. 
A further insurance against unexpected 
failure of ciops due to low rainfall was the 
cultivation of a very hardy foodcrop called 
‘samey’. In the early 60s the HYV sorghum 
was introduced under irrigated conditions. 
The new crop attracted pests unknown to the 
region. Pesticide was used as part of the 
Green Revolution, which merely transferred 
the pests to neighbouring fields and created 
a new pest for the originally pest free 
indigenous strains of sorghum. This in¬ 
digenous variety was taTl, fodder producing 
variety and the crop was normally 10-12 ft 
high. Thus normal pesticide spraying equip¬ 
ment failed to reach the crop. The farmers, 
after a few failures were forced to stop 
cultivating traditional varieties from 1975-76 
onwards on a large scale. For example, in 
Kurugund village in Dharwad. the area 
under traditional Jowar varieties in 1965-66 
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was 839.12 acres. In 1970-71 it was 973.84 
acres. By 1975-76 it was just four acres and 
from 1980-81 there is no area sown with 
traditional jowar. From 1970-71 gradually 
the area under HYV jowar kept on increas¬ 
ing. In 1970-71 it was 99.06 acres, in 1975-76 
it was 401.74, and in 1980-81 it was 835 acres. 

After having destroyed indigenous crop¬ 
ping systems, the area under Green Revolu¬ 
tion varieties is also decreasing due to uncer¬ 
tain water supply and resultant pronencss to 
crop failure. Tht HYV jowar docs not allow 
mixed cropping, and hence the HYV mono¬ 
culture is more vulnerable to damage by 
pests, or drought than the indigenous mix. 
Pesticide use had killed the hoppers and 
beetles which kept weeds under control. 
Thus weeds like Striga have become a major 
menace for HYV jowar cultivation. The 
HYV also has low non-grain biomass yield. 
This is also not an attractive fodder, as a 
result the organic matter recycling into the 
soil, a critical mechanism for moisture 
conservation and drought proofing, has 
gone out of practice. The combination of 
vulnerabilities of the Green Revolution 
package have created more frequent crop 
failures even under conditions of normal 
rainfall. The fanners are thus b,eing compel¬ 
led to try to cultivate the indigenous varieties 
again. For example in Kurugund village the 
area under HYV jowar which was 832.24 
acres in 1982-83, had dropped to 461.36 acres 
in 1984-85 and in 1985-86 it was 460.15 acres. 
The crop failure in Dharwar can, naively, be 
described as a result of drought but in reality 
it is caused by Green Revolution practices. 
Varieties that were drought resistant and in 
normal rainfall years produced crops that 
could be stored for a few years for facing 
the onslaught of low rainfall years have been 
displaced. With the introduction of HYV 
jowar the fodder production has suddenly 
reduced and the crop has become suscepti¬ 
ble to failure even in short drought periods. 

.The decreased organic matter production 
destroys the only effective means of drought 
control and insurance in drought-prone 
regions where organic matter addition to the 


soil is a significant measure for water con¬ 
servation. Large doses of organic matter 
have traditionally been added to the soil in 
the Deccan which, on the one hand, in¬ 
creases retention of moisture and reduces 
run-off. The success of sustainable agri¬ 
culture has depended on the management 
of the soil moisture reservoir for optimising 
crop production. The non-sustainability of 
agriculture is similarly linked to the ne^ect 
of such drought insurance mechanisms as 
mixed cropping, organic manuring, etc, 
which has increased the vulnerability of 
agriculture to drought. This has initiated 
large-scale and long-term desertification 
trends. Microanalysis of land-use changes in 
other regions also bear out that ecologically 
destructive agricultural development is a 
major reason behind the threat of deser¬ 
tification. Buch reports that; 
in places like Jhabua the so-called green 
revolution is threatening to convert even fairly 
good lands into desert. It is paradoxical that 
whilst the ecosystem of Jhabua almo.st totally 
precludes the possibility of desertification, 
human intervention has in fact created a 
desert.‘'® 

In districts like Jhabua, which are among 
those covered by the Drought Prone Area 
Programme (DPAP), drought proneness has 

Tabi.e 4: Raim-all in Dharwar 


Year 

Rainfall 

mm 

No of Rainy 
Days 

1971 

612.7 

45 

1972 

592.9 

34 

1973 

481.2 

41 

1974 

597.5 

45 

1975 

697.5 

57 

1976 

342.1 

25 

1977 

577.8 

43 

1978 

653.4 

36 

1979 

552.7 

44 

1980 

668.0 

53 

1981 

545.9 

45 

1982 

534.9 

39 

1983 

563.1 

39 

1984 

584.7 

49 


Tabii: 3: Em'ansionof Irrigation in India since Independencf 
Period Outlays/Hxpenditure Potential Created Cumulative 


(in Crores of Rupc^)_ (Millio n Hectares) Potential 



Major 

Minor 

Total 

Major 

Minor 

(Million 


and 



and 


Hectares) 


Medium 



Medium 



Pre-plan 




9.70 

12.90 

22.60 

First Plan 

380 

76 

456 

12.20 

14.06 

26.26 

Second Plan 

380 

142 

522 

14.30 

14.79 

29.09 

Third Plan 

Annual Plans 

581 

328 

909 

16.60 

17.01 

33.61 

(1966-69) 

Fourth Plan 

434 

326 

760 

18.10 

19.00 

37.10 

(1969-74) 

Fifth Plan 

1237 

513 

1750 

20.70 

23.50 

44.20 

(1974-78) 

Annual Plans 

2442 

631 

3073 

24.82 

27.30 

52.12 

(1978-801 

Sixth Plan 

2072 

497 

2569 

26.60 

30.00 

56.60 

(1980-81) 

1225 

284 

1509 

27.55 

31.40 

58.95 
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inciealed because the DPAP activities w«e 
guided by short-term economic returns and 
issues of long-term ecological rehabilitation 
and water conservation in these areas never 
got any serious attention. The status paper 
of DPAP prescribes a shift from millets to 
paddy in spite of the total inappropriateness 
and non-sustainability of paddy cultivation 
in drought-prone areas. 

In drought-prone regions ecologically 
sound and less water demanding methods 
of land and water management for enhanc¬ 
ing agricultural productivity could be 
evolved without the cctension of intensive 
irrigation. The national average productivity 
of irrigated lands is even less than 2 tons/ha. 
In contrast a recent experiment of sorghum 
production with in situ moisture conserva¬ 
tion without extra cost under a rainfall of 
435 mm gave an average yield of 2.187 
tons/ha. The highest yield achieved was 5.32 
tons/ha. 

In fact this experimental data indicates 
clearly the food security and drought pro¬ 
tection can be easily achieved by concen¬ 
trating on dry crops and bringing back to 
the drylands the care and husbandry that 
was denied to it with the arrival of irrigation. 

Ground-Water Drought 

Ground water is the mo.st important 
source for drinking water in almost all parts 
of rural India. The arid and semi-arid 
regions carefully harvested rain-water in a 
series of small tanks to enhance groundwater 
recharge. Except the alluvial areas of the 
Indo-gangetic plains, the rest of the coun¬ 
try, specially the southern half, has very 
limited groundwater potential due to the 
existence of hard rocks. Indeed when acute 
meteorological drought occurs, the ground- 
water becomes a very important resource for 
facing the crisis. Groundwater has also been 
exploited in India quite substantially in the 
past few decades for irrigation. Ikble 5 gives 
the state-wise and year-wise rates of ground- 
water expk'iiation in India.^* The very 
quick growth in the utilisation of ground- 
water is based on the financial support 
given to energised pumps. According to 
Dakshinamurti ct al. 

It is seen that from 1950 to 1960 the develop¬ 
ment of groundwater was about 2.5 pc on 
linear basis, based on the area irrigated from 
groundwater resources during the year 
1950-51. The growth rales from 1960-61 to 
1964-65 was 3.7 pc. It suddenly rose upto 19 
pc from 1964-65 to 1968-69. This sudden and 
high increase in growth rate has been due to 
the advent of high yielding crop varieties, 
mobilisation of institutional resources for 
financing the programmes and stepping up 
of rural electrification.^’ 

Most groundwater utilisation in India is 
from the shallow aquifer zone with depth 
less than 400-500 feet. While to give en¬ 
couragement to irrigation in the arid and 
semi-arid areas pumps have liberally been 
given; the close hydrological link between the 
local surface water sources, the dug wells and 
the shallow aquifer borewells were not given 


due hnpotWice Accordingly, while drought 
is getting mitigated for the cashcrop grow¬ 
ing farmer, energised pumpsets are creating 
new drought for the marginal and poor 
peasants by draining down water table below 
their-reach. This phenomenon has become 
so pervasive in the hard rock areas of 
Maharashtra, Karnataka, Andhra Pradesh, 
etc, that large areas have been black-listed 
to stop groundwater over-exploitation. 
However, in the absence of a proper legisla¬ 
tive tool' this creation of groundwater 
drought is going on. 

In arid regions, where the rainfall itself 
is low, percolation into the ground and 
recharge of groundwater is even lower. Local 
rainfall, in the final analysis, is the only 
source of groundwater recharge, specially in 
the non-alluvial regions. Ikble 6 gives the 
percentage of rainfall available for recharge 
in different geological regions.^^ Sus¬ 
tainable limits for groundwater exploitation 
are therefoic very low. When the rale of 
withdrawal of groundwater exceeds the rate 
of recharge of water through percolaiion, 
groundwater starts getting depleted. Con¬ 
tinuous over-exploitation of groundwater 
then drains the surface water resources in the 
tanks or dugwells making them dry for 
longer periods of the year. In this process 
the weaker and the poorer families ..ic huit 
because the rich can exploit the wafer from 
vleepcr levels. 

Under the current conditions drought is 
more permaneiu and pervasive in most parts 
of peninsular India not because water is not 
dropping from the sky but more because 
water has gone down deep below. With the 
shallow aquifers totally exhausted, the dug- 


wells and tanks will not store water for very 
long, creating a pseudo drought condition. 
The intensification of this pseudo drought 
is due to encouragement to groundwater 
based irrigation sometimes with the declared 
objective of ‘drought-relicr. In this rccard 
let u$ take the case of the region of 
Rayalaseema within which comes some of 
India’s most droughtprone areas. A study by 
Olsen concluded that: 

Irrigation has left us with popular percep¬ 
tion that this drought is more severe and 
more permanent than any past drought. 
Climate change is a myth brought on by the 
novelty of exponential growth in water 
usage... the falling water-table is evidence 
of overuse of water, not of climatic 
change.^’ 

Uiblc 7 shows that in fact there is hardly any 

Tabi r6: Prw rNTAc.n Rainfai i Inuliraiion 
ro GROUNOWAri R Body in Diiit-.ri-nt Rika 
Tsprs AND Formations 


Rock Type/Formation 

Percentage 
Rainfall 
Infiltrating to 
Groundwater 
Body 

Hard lock formations and 


Deccan traps 

10 

Consolidated rocks 


(sand.stone) 

5 10 

River alluvia 

15 21 

lndo-(iangetic alluvuini 

20 

Coastal alluvia 

10 15 

Western Rajasthan dune 


sand 

2 

Intermontane valleys 

15 20 


Tabi e 5: StAtF-wisE Proiections for Deveiopment of Gross Areas Irrigaifd i rom 

Oround-Watfr Schfmfs 

(Figures in thousand hectareJ 


SI State 

No 

Gross 

Irrigated 

Projections for Future Development of Cross 
Irrigated Area 

Area 1968-69 

1973-74 

1978-79 

, 1983-84 

1988-89 

1 Andhra Pradesh 

622.02 

890.34 

1214.10 

1618.80 

2225.85 

2 A.s.sani (including -— 

Nagaland, Mi/oram and 

20.23 

80 94 

223.05 

485.6+ 

Ariinachal Pradesh) 

3 Bihar 

569.00 

809.40 

1133.16 

1618.80 

2225.85 

4 Gujarat 

910.98 

1173.63 

1416 45 

1578.33 

1618 80 

5 Haryana 

547.15 

728.46 

890.34 

971 28 

1011.75 

6 Himachal Pradesh 

2.02 

4.05 

10.11 

20.23 

40.47 

7 Jammu and Kashmir 

2.02 

16.19 

40.47 

80 94 

141.64 

8 Kerala 

8.09 

20.23 

50.58 

101.17 

202,35 

9 Madhya Pradesh 

467.83 

728.46 

1133.16 

1618.80 

2225 85 

10 Maharashtra 

902.07 

1214.10 

1456.92 

1578.33 

1618.80 

11 Mysore 

352.89 

566.58 

849.87 

1173 63 

1618.80 

12 Orissa 

40.06 

80.94 

202.35 

404.70 

607.05 

13 Punjab 

1949.03 

2428.20 

2671.02 

2751.96 

2832.90 

14 Rajasthan 

1426.97 

1618.80 

1821.15 

1942 56 

2023.50 

15 Ibmil Nadu 

951.85 

1335.51 

1659.27 

1780 68 

1821.15 

16 Uttar Pradesh 

4171.24 

5807.40 

7446.48 

9085.51 

10319.85 

17 West Bengal 

16.18 

283.30 

.485.64 

809.40 

1214.10 

18 Union Ibrritories -f 

remaining states 

55.04 

80.94 

101.17 

121.40 

141 64 

All India 

(thousand hectares) 

12994.44 

17806.75 

22663.18 

27519.57 

32375.99 

Volume of water MHM 8.15 

11 25 

14.35 

17.37 

20.45 


Source: Report of the Ibsk Force on Uroundwatt-i Resources (1972). 
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meteorological change in terms of total an¬ 
nual rainfall in Rayalaseema over the 40 
years period from 1946 to 1985. Tkble 8 
presents the growth of the number of elec¬ 
tric pumpsets in Rayalaseema during 
1968-1984. While the practical experience in 
many such districts indicates an over- 
exploitation of groundwater and resultant 
serious drop in water-table, the current 
thinking in the government seems to be 
based on an intentionally created picture 


Table 7: Avek atiI; Annual Yearly Raineai l 
IN Rayalaseema 1946-85 


Year 

Rainfall 
(in mm) 

Year 

Rainfall 
(in mm) 

1946 

1048 

1966 

977 

1947 

476 

1967 

nd 

1948 

631 

1968 

601 

1949 

nd 

1969 

768 

1950 

603 

1970 

649 

1951 

482 

1971 

nd 

1952 

641 

1972 

946 

1953 

915 

1973 

680 

1954 

774 

1974 

734 

1955 

766 

1975 

nd 

19.16 

774 

1976 

698 

1957 

304 

1977 

885 

1958 

763 

1978 

954 

1959 

557 

1979 

882 

1960 

608 

1980 

402 

1961 

587 

1981 

762 

1962 

806 

1982 

548 

1963 

nd 

1983 

765 

1964 

7.37 

1984 

728 

1965 

405 

1985 

678 


Note ; Figures arc the average of annual rain¬ 
fall. Where data for one or more sta¬ 
tions arc missing, nd is entered abo\e. 

Source'. Olsen, K W, 'Manmade Oruiight in 
Rayalaseema' EPW, Vol 22, NO 11, 
1987. 


of groundwtier abundance in all parts of the 
country, in ^t according to a recent docu¬ 
ment of the water resources ministry even 
the districts marked as negative balance 
districts in the 1982 report of the Central 
Groundwater Board has been also shown as 
po.sitive balance districts (Ihble 9). 

In view of the fact that groundwater is our 
last resort, such motivated and unscientific 
data base, if it forms the basis of water 
resource policy, the country will be pushed 
towards an endless disaster, unless Im¬ 
mediate intervention is made at the highest 
level. The recent document, (Annex 1 with 
the Draft Water Policy) presents the figure 
of 41.9 MHM as the utilisablc groundwater 
resources and shows a net positive balance 
groundwater potential of 31.4 MHM after 
deducting a figure of 10.5 MHM, declared 
as Net Draft. It would have been a very com¬ 
fortable situation if these figures would not 
have totally contradicted the scientific 
evaluations of the groundwater situation. 
Dakshinamurti ha.s pointed out in clear 
terms that; 

The working group of the Planning Com¬ 
mission on tlie Task Force on Ground Water 
Resources estimated that the total usable 
groundwater potential would be only 75 to 
80 per cent of the net groundwater recharge 
available and recommended a figure of 20..36 
million hectare-metre per year as the long¬ 
term potential for groundwater development 
in India,.. The total utilisation of ground- 
water, inclusive of irrigation, industry, 
domestic and livestock has been estimated 
at 21.61 million hectare-metres in 1988-89 as 
against 20.36 million hectare-metres of the 
estimated total usable groundwater available 
In the country. It is thus visualised that the 
entire potential is likely to be tapped even 
before the end of the Seventh Five-Year 
Plan (1988-89) unless the recharge rate is 


Taui I 8: NtiMHt K Of Ft Et tRU' Pumpsets 
(AP State flcctiicity Board Figures) 


Year 

C’hiitoor 

District 

Anuniapur 

District 

Rayalaseema 

Andhra 

Pradesh 

1968 

22,353 

10,491 

41,769 

1,22,321 

1974 

41,273 

20.614 

81,992 

2,61.968 

1969 

48,676 

26,425 

98.402 

3,45,396 

1984 

68.585 

39,433 

1,44,639 

5,82,197 

Increase of 1984 over 
1968 (per cent) 

207 

276 

246 

376 


Source: Olsen, K W. 'Manmade Drought in'Rayala.seema', EPH’. Vol 22, No II, 1987. 


Tabie 9: Danoerous Inconsistency in Groundwater AvAtt abii nv DEtwEtN 1982 Daia ot 
CGWB AND 1987 Data til a Reclnt Dikumint ot Ministry oi Waii r Ri sourcf.s 
(all units in million cubic metres) 


District 

Utilirable^Re.squrves 

Net Draft _ 

Groundwater Balance 


1982 

1987 

1982 

1987 

1982 

1987 

Ahmednagar 

583 

1610 

1326 

754 

-743 

-E8S6 

Jalgaon 

623 

1090 

676 

504 

-053 

-t-sse 

Nasik 

916 

1500 

1051 

540 

-135 

-E960 

Sangli 

490 

760 

549 

364 

-059 

+ 396 

Sholapur 

785 

P'l 

797 

495 

012 

+ 835 

Chittoor 

825 

l'A)9 

828 

746 

-003 

+ 1163 

Cuddapah 

425 

1273 

433 

i!'' 

008 

+ 957 

Kolar 

346 

499 

48 

301 

-202 

+ 198 


increased by suitable grauixiwaier redUBging 

techniques.* 

Thus we are lefl with an official optimism 
of enormous groundwater resources going 
against a scientific caution of a groundwater 
drought that is imminent. The reality is 
known to those whose knowledge of ground- 
water is batted on ground truths. 

In Maharashtra, the depletion of ground- 
water can be directly link^ to the expansion 
of energised pumpsets, particularly to 
irrigate sugarcane. While sugarcane is culti¬ 
vated on only 2-3 per cent of Maharashtra's 
land, it consumes several times more water 
than other irrigated crops. This has neces- 
titated intensive use of groundwater leading 
to drying up of wells, both shallow and deep. 
The sugar factories have been actively sup¬ 
porting their shareholders in deepening their 
borcwells. As a result public wells and 
shallow wells belonging to small farmers 
have run dry. During the Sixth Plan 15,302 
out of 17,112 villages with water problems 
were provided with water, leaving only 1,810 
as problem villages. The rapid depletion of 
groundwater resources has, however, in¬ 
creased the problem villages with no source 
of drinking water to a staggering 23,000 
villages. The situation in Maharashtra, 
where there has been no recovery from 
drought since 1972, indicates that over¬ 
exploitation of water for water demanding 
sugarcane cultivation is a primary cause for 
the growing scarcity of water for drinking 
and repeated failure of food-crops. While the 
government cites drinking water .scarcity as 
the reason for increa.sed grants for water 
development and the failures of food crops 
for drought relief, the cultivation and pro¬ 
duction of*sugarcane has expanded. In the 
area around one sugar factory alone, sugar¬ 
cane cultivation with groundwater irrigation 
has increased dramatically over two decades 
( see Table 10). 

Incomes have risen as a result of shifting 
from rainfed coarse grain production to an 
irrigated cash crop. But the costs have been 
heavy. Mancrajree village of Tksgaon taluk 
is among those that have benefited finan¬ 
cially but lost materially by the expansion 
of energised groundwater withdrawal for 
sugarcane cultivation. A new water scheme 
with a potential supply of 50,000 litres was 
commissioned in November 1981 at a cost 
of Rs 6.93 lakhs. The source-well yield lasted 
for one year and it went dry by November 
1982, For increasing yields three bores were 
taken near the well for 60 metres. The yield 
from all the three with power pumps was 
50,000 litre/day for 1982 and all the wells 
had gone dry by November 1983. There is 
continuous tanker service for water supply 
since 1983. In 1984 one bote well of 60 
metres depth was taken in the village and thb 
was found dry. Another bore of 200 metres 
depth was taken which provided water for 
some time but soon went dry. At present 
water is being brought by tanker from a 
distance of 15 km. More than 2,000 privately^ 
owned wells in this sugarcane country have 
also gone dry. 
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In tilt cas( of KarnBtaka, field studies 
undertidcen by the author have established 
that the human suffering associated with 
drought is on the increase almost exclusively 
due to manmade factors. In the district of 
Kolar, which was well known for water con¬ 
servation through a large number of tanks, 
uncontrolled expansion of eucalyptus plan¬ 
tations which have a high water demand and 
unscientific use of groundwater for irrigated 
cash-crops like grapes, vetegables, flowers, 
etc, have resulted in a total groundwater 
drought leading in turn to the quick drying 
up of surface wator sources. As ^ready men¬ 
tioned, shallow groundwater and surface- 
water systems are not disconnected, and 
both are dependent on rainfall for rechaige. 
The traditional tank system was a mechanism 
for increasing recharge of groundwater by 
increasing percolation from surface storage 
of rainwater. The first erosion of these in¬ 
digenous percolation tanks took place dur¬ 
ing the colonial period, and since then, the 
decay of the tanks meant largely for recharge 
of groundwater, has continued. The British 
had linked maintenance grants of water 
works with revenues, and since percolation 
tanks had no irrigation command, they 
ceased to get maintenance grams. The 
destruction of village panchayats, and the 
creation of zamindars and imamdars also 
led to their decay. The current groundwater 
drought has created a readiness among the 
village communities to re-establish collective 
control of water use and carry out restora¬ 
tion of traditional tanks and ponds.'*' 
However, the present ofl'ici.'il policy' seems 
to be more oriented tcjwards privatisation of 
groundwater and its uncontrolled exploita¬ 
tion. It rewards those individuals and groups 
who have acted irresponsibly in water mat¬ 
ters. Common water resources available in 
tanks and dugwclls arc thus being destroyed 
as access to water narrows down to those 
who can afford to regularly deepen their 
energised wells for irrigation of cash crops. 
Through encouraging exploitation of 
groundwatei. under conditions of no con¬ 
trol, the official policy is sharpening the in¬ 
equalities in water access and water use. 
Water “development” as conventionally con¬ 
ceived is thus having a severe polarisation 
effect in the rural society.^* 

The examples of Maharashtra, Andhra 
Pradesh and Karnataka show how ground- 
water mining for commercial agriculture has 
created serious water scarcity leading to 
drinking water shortages and scarcity of 
water for protective irrigation for subsistence 
agriculture. From the various case studies it 


Tabi.e 10: Growth of iKRtoATto Sugarcanf 
IN A Region of Mahara-siifra 


Period 

Area under Sugarcane 


(well irrigated) 


(Hectares) 

1961-62 

3248 

1971-72 

6990 

1981-82 

17612 


is observed that resource and water inten¬ 
sive changes in agriculture; to which only the 
rich have access, has often led to the crea¬ 
tion of drought of which the poor and the 
powerless ate the worst victims. The conver¬ 
sion of temporary meteorological drought 
into a long-term ecological process of deser¬ 
tification arising from groundwater and 
surface-water drought due to ecologically 
destructive development programmes has 
serious political and economic ramifications, 
since the costs are borne by the poor and 
the marginal population, while the short¬ 
term benefits go to the rich sections of the 
rural communities. As Gupta has pointed 
out “planners must recognise that drought 
and its debilitating effects are triggered by 
the same set of macroeconomic policies 
which generate surplus. 

Towards an ecological Water 
Resource policy 

The government of India has recently an¬ 
nounced a new water re.source policy. This 
document, unfortunately, does not totally 
reflect the sense of urgency that one expects 
to be as.sociated with a situation where water 
resource imbalances like floods and droughts 
are wrecking the economy of the country. 
The additional burden of taxes introduced 
.by the union government recently is a good 
indicator of the shape of things in the future. 
Probably the water .situation is too complex 
and a comprehensive understanding is yet 
to be reached. The document fails into the 
standard ‘should be’, thus, prescriptive ap¬ 
proach. It does not provide action guidelines 
for the government and calls for a vague par¬ 
ticipation of the NGOs. Yet the fact that a 
new policy has been announced raises the 
hope that there is enough sensitivity within 
the government about the water manage¬ 
ment situation in the country and all 
windows are not closed. There is scope for 
further refinement of the policy on the basis 
of a wider discussion. 

T his ray of hope makes one optimistic 
that sooner or later the shortcomings of the 
policy will be taken care of and the current 
trend of ever increasing loss from floods and 
drought will be arrested and reversed. 
Drought or fioocis resulting from either 
failure of rainfall or excessive rainfall is a 
product of an intrinsic meteorological 
variability. Such variabilities had been an 
intrinsic part of India's weather conditions, 
and little can be done at this stage to avoid 
such problems. However, a lot can be done 
for limiting the impact of such variations in 
the form of surface-water drought, soil-water 
orought and groundwater drought as well as 
floods that are increasing disproportionately. 
Indigenous knowledge of land and water 
management in the country provides a rich 
guideline for future action. The task has also 
been made rather Ampler by the enormous 
amount of research which has been done in 
the relevant research centres and institutions 
in the country. The main challenge now 
remains in the formuiation of ecological 


resource management programmes * and 
executing them efficiently with the help of 
existing knowledge as well as new research 
findings. 


Strong Points of arid and Semi-Arid 
Region 


In tackling the current crises of water 
resources one has to break out of the tradi¬ 
tional approach to water resource manage¬ 
ment. a trend mainly established by the ir¬ 
rigation experts from England in the late 
19th and early 20th centuries. One has to 
forget that the arid and semi-arid regions 
covering 151 districts of India, accounting 
for about 53.9 per cent of the geographical 
area of the country and about 40 per cent 
of the total population represents a weak, 
dependent socio-economy. Much before the 
British arrived in India and started the big 
canal systems, rich culture and agriculture 
thrived in these dry areas. Sophisticated 
water management and evolved agriculture 
provided reasonable safety against soil-water 
drought and groundwater drought in these 
areas. While describing the strong points of 
dry areas Jodha writes: 


The variability of rainfall has not only 
shaped the farming systems in the region but 
has greatly influenced the public policies and 
programmes for these areas. The only dif¬ 
ference between the two is that through diver¬ 
sification and nexibility of farming systems, 
the farmer tries to adopt both to good and 
to bad rainfall situations, whereas the 
policymaker and administrators often res¬ 
pond only to the negative side of the rain¬ 
fall variability. 


Since the drought prone areas catch the eye 
of the policymaken largely during crisis 
periods (i e, severe drought), their deficien¬ 
cies tend to dominate the policymakers’ 
perception of these areas. Consequently, dry 
regions are often perceived as national 
liabilities. Because of such inaccurate percep¬ 
tions, the proposed solutions often take the 


form of strategies and programmes based on 
perpetual dependence on external resources. 
The most damaging consequence of this defi¬ 
ciency in perception is complete disregard of 
the potential of the areas and of aimroaches 
that could harness this potential.’" 

It is time that the positive aspects of the 
indigenous wisdom of land and water 
management in dry areas be made the star¬ 
ting point of the new water resource policy 
and not the assumption that it is only 
through the intensive irrigation-based green 
revolution a|riculture that we can feed our 
people Once this is accepted, one sees the 
cognitive foundations of the big dams, the 
new temples of India, cracking up giving rise 
to the growth of thousands of in situ con¬ 
servation efforts mushrooming all over the 
dry areas. 

The current picture of the degraded and 
helpless situation of dry areas are mostly 
parts of the colonial legacy. The impact of 
extension of irrigation in dry areas for ex¬ 
portable cash crops by the British has been 
described earlier. The Britishers invested 
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hcHvily on the canals firstly as transporta- 
tii'.n outlets, secondly as carriers of irriga¬ 
tion water. The concept of in siiu cohsci va- 
tion was not attractive to the financial in¬ 
terests of the Britishers though individual 
British officials paid rich rribuies to ihe 
highly evolved tank sy.steni of India, whether 
in Jodhpur in the north or Anantapur in the 
south. In fact when the feasibility of exten¬ 
ding canal irrigation became an unreaiisable 
myth, attention was shifted to impaiving dry 
farming through in situ capturing of soil- 
moisture and the Bombay Diy Farming 
system wa.s recognised in 1933.'’ The cur¬ 
rent all-India Co-ordinated Research Pr<.>jcci 
on Dryland Farming is carrying on action 
research on the concrete strengths and poten¬ 
tialities of dryland farming. When seen from 
an ecokigical viewpoint and the high pro¬ 
ductivity obtained in high nutiitiun dry 
crops with better land and water manage¬ 
ment, it IS this half of Indian agiiculturo 
which is taken to be hopelessly degraded, 
may provide food and nutrition security lo 
the people of India in the long run. Oiii 
water re.sourcc policy accordingly must en 
courage in situ con.servaiion as against the 
large dams of dubious economic efficienc-y. 
At a point of history where the country once 
again is moving towards dependence on 
PL 480 food aid, a closer look at the strength 
of the diy regions is essential 

ECOlOfiKAI RKr.t-Nl-RATiON IHKOUGH 
Pl-OPIE’S Phor-KAMMI-S 

Once the ecological strength of Ihc dry 
areas and the weakness ot the present irriga 
tion system is accepted, ihc progiainme.s for 
minimising monsoon floods and non¬ 
monsoon drought in the form of scarcity of 
surface-water, soil-water and groundwater 
becomes the national task for ccoUigical 
regeneration. While on the basis of scien¬ 
tific analysis the shift in Ihe focus of watci 
resource management from large scale col- 
Icetion in big dams to in situ conservation 
could be obviously seen, operationalising 
such a change will remain a diflicuit tusk, 
since the macro-to-miero shift has impor¬ 
tant iv‘gniiive, organisational, political and 
financial implications. 

It IS possibly these strong limitations that 
always keep our (lolicy documents naively 
vague on operational terms. .After all it is 
diffieut to impress upon the politicians that 
he or she should agicc lo a progiainmc 
where they will not have the opportunity of 
mailing political gams by ’bringing' water 
to a region through 'sanetioiimg' a canal. It 
is difficult to impress upon the highly power¬ 
ful construction industry that collecting alt 
the water in large dams may not be in the 
best economic interest of the country 'This 
is apparent from the manner in which it (the 
big dam lobby) has been able to obtain 
clearance for the Rs 25.000 crorc. 25 years 
Narmada pioject in the teeth of oppo- ;.ion 
by environmentalists throughout th.? coun 
tr>^*^ It is equally difficult to make the 
technocracy agtee to a system where then 
grip on the distribution of irrigation watei 


to water-stafved farms will be less critical. 
It is no less difficult to convince the grape- 
producing farmers that wine is less necessary 
than watei so that wasteful overpumping of 
piccious groundwater should be stopped. 
And finally it is difficult to make any 
government agree to a programme that 
reduces the importance of ‘rclier by con¬ 
trolling Hoods and drought ecologically. The 
‘relief over the years has turned out to be 
more effdetive in ensuring the survival of in¬ 
dividual politicians than the suffering people 
they are supposed lo represent.'^ 

It IS heie that ecological water resource use 
will face the real challenge. With iniensifving 
water crisis, control over water will con- 
stiintc issues of major political conflict. Ac¬ 
cordingly, large scale collection and distribu¬ 
tion of water may not have the sanction of 
science but will have the support of vested 
groups and Ihe new caste-system that has 
evolved around the new temples of India. 
I he challenge in ecologically managing our 
water icsourccs is not a challenge of manag¬ 
ing a desperately scarce resource. The 
challenge is to capture the proverbial water 
god (Indradev) in Ihc millions of ‘temples’, 
ftom the catchment forests to the delta lands 
Through a people’s programme When watei 
resources arc considered m the ecological 
perspective and the whole river basin, from 
the catchments to the delta areas are .seen 
as integral parts of one landmass and water 
budget is then made on the ba.sis of overall 
development of the people, much of the 
acute mlcistute conflicts will subside. For 
example, the whole controntation and con¬ 
fusion over the Tclugu Cianga project can be 
seen as collapsing once the basic assump¬ 
tion that dry areas ate weak and incapable 
of iniprvwing without iirigatiun water is 
scrutinised on a scientific ground.'"' 

In a similar manner groundwater utili.sa- 
tioii needs a more .seientific footing. Lx- 
pei imeiits must be carried on lo measure the 
actual inliltration rates under the changing 
land-covei in various geological rones. A 
general and critical review of large dams and 
canals as well as strict legal control over u.sc 
of groundwater has to get priority, as much 
a.s protection of drinking water sources from 
competition against agricultural and other 
uses. Financial support to ecologically 
destructive water use has to be withdrawn 
in the laiger interest of all people. 

India has not lost her water in an absolute 
scn.se but has lost control over her water. The 
challenge of the ecological water resource 
policy i.s foi the people of India to regain 
that lost control over their water resources. 
New awareness through experiments like 
Pani Chetana in Rajasthan, Pani Panchayat 
or Mukti Sangharsh in Mahara.shtra, Ganga 
MuRii in Bihar and many more, both in the 
voluntary action sphere and in Ihe various 
researsh organisations will bring the collec¬ 
tive wisdom for realising the ecological water 
resource pohev Together with mass affore¬ 
station. mass w atcr conservation through a 
■ people’s programme can only .save this water 
rich country from a water famine. The big¬ 


gest challenge of the 21$t century, for India, 
remains the oldest challenge of nature to 
humanity—managing the water resources 
for food and nutrition security! It is from 
this point of view that the new water policy 
has to be approached. 

Notes 

1 Kalbaug, S S (1986) ‘The Water Crisis’, Mov¬ 
ing Technology, Vol 1 No 3, December, p 3. 

2 For example see, ‘Water Crisis Hits Most 
UP Areas’, Hindustan T/mes (New Delhi), 
June 13, 1983: ‘Acute Water Crisi.s Grips 
Uttar Pradesh’, Indian Express (New Delhi), 
May 19, 1984; ‘Serious Water Crisis in UP 
Hill Districts,’ Indian Express (New Delhi), 
June 15, 1984. 

‘Sagar Crying out for Water’, Indian 
Express (New Delhi), June 16, 1986; 
’Drought in MP Leaves Trail of Misery’, 
Indian Express (New Delhi), July 19, 1985. 
‘Alarming Fall in MP Water Resources’, 
Indian Express (New Delhi), June 23, 1985; 
‘A Drought Hit People’,' Times of India, July 
26, 1987 

‘Stage Show and Survival Struggle’, Indian 
Express (New Delhi), June 26, 1985. 
‘Severe Scarcity Conditions in Orissa', Times 
of India (New Delhi), July 3, 1986. 

‘Plight of Women’, Indian Express (New 
Delhi). July 28, 1986. 

‘Stir in Orissa Over Water Shortage’, Indian 
Express (New Delhi), April 21. 1985. 
‘Ciujarat in for Actuc Water Fanine’, Times 
of India (New Delhi), December 20, 1986. 
‘Solutions that Hold No Water’, Times of 
India (New Delhi), Decembei 8, IW6. 

3 Vohra, U B (1987), ‘Water Resources: Land 
Management Holds Key’, The Economic 
limes (New Delhi), September 10. 

4 Moolcy, D A and Parthasarathi, B (1084), 
‘Fluctuations in All-India Summer Mon¬ 
soon During 1871-1978', Climatic Change. 
Vol 6, pp 287-301; Parthasarathi, B (1984), 
‘Inteiannual and I-ong Term Variability of 
Summer Monsoon Rainfall', Earth Planet 
Science. Vol 93, pp 371-384. 

5 “Report of Ihe Iriigation Commission”, 
(1972) ‘Drought Affected Areas’, Ministry 
of Irrigation and Power (New Delhi), p 16. 

6 Chow, V r (1964), ‘Drought and Low 
Stream Flow’ in Chow, V T (cd), “Hand¬ 
book of Applied Hydrology", McGraw-Hill 
(New York), Section 18-1. 

7 Mason. B J (1979), ‘Computing Climate 
Change’, New Scientist, April 19, 
pp 196-198. 

8 Dhar, O N, et al (1978), Hydrological 
Science Bulletin, lASH Vol 23, No 2. 

9 Black, J (1983), “Hydrology and Water 
Resources in the Tropical Region’’, FIsevier 
(Amsterdam), p 5. 

10 Jodha, N S et al (1987). “The Effect of 
Climatic Variations on Agriculture in Dry 
Tropical Regions of India”, forthcoming. 

11 Meher-Homji, V M (1986), “Dends of Rain¬ 
fall in Relation to Forest Cover", Paper 
presented in Seminar on Control of 
Drought, Desertification and Rmiine, India 
International Centre (New Delhi). 

12 Salati, E (1985), ‘The Forest and the 
Hydrological Cycle’, Paper presented in 
UNU Conference on Climatic, Biotic and 
Human Interactions in the Humid Tropics 


2168 


Economic and Political Weekly December 12, 1987 



(Sto. hte JX)S Cunpai). 

13 Rangmmi, Amrita (1986), 'Mismanage¬ 
ment of Financing in Draught Rdief, I^per 
presented in Seminar on Control of 
Draught, Desertification and Famine, India 
International Centre (New Delhi). 

14 Olsen, K W (1987); 'Mamnade Drought in 
Rayalaseema’, Economic and Political 
Weekly, Vol XXII, No II, March 14. 
pp 441-43. 

15 Hibbert, A R (1967), ‘Forest Treatment 
Effects and Water Yield’, in Sopee W E and 
Lull H W (eds), “Forest Hydrology”, 
Pergamon (Oxford). 

16 Wilm. H G and Dumfofd, E G (1948), ‘Ef¬ 
fect of Timber Cutting on Water Available 
for Stream Flow from a Lodgepole Pine 
Forest’, USDA, Technical Bulletin, p 1968. 

17 Ackerman, E and Loff, G (1959), 
“Technology in American Water Develop¬ 
ment”, John Hopkins Press (Baltimore). 

18 Nair, C T S (I98S), ‘Crisis in Forest Resource 
Management’ in Bandyopadhyay, J, et at 
(eds) “India's Environment: Crisis and 
Responses”, Natraj Publishers (Dehradun), 
p 13. 

19 Bandyopadhyay, J (1985), “Rehabilitation 
of Upland Watersheds”, the World Commis¬ 
sion on Environment and Development 
(Geneva). 

20 Shiva, V and Bandyopadhyay, J (1986), 
“Ecological Audit of Eucalyptus Cultiva¬ 
tion” Research Foundation for Science and 
Ecology (Dehradun). 

21 Gupta, R K (1986), 'Role of Eucalyptus in 
Soil and Water Conservation with Reference 
to Social Agro-Forestry' in Sharma, J K et 
al, (eds), "Eucalyptus in India: Past, Pre¬ 
sent and Future”. Kerala Ftirest Research 
Institute (Peechi), pp 139-48. 

22 Bailly, C et al (1985), ‘'The Ecological 
Impacts of Eucalyptus”, FAO (Rome). 

23 Bandyopadhyay, J and Shiva, Vandana 
(1987), ‘Chipko’ seminar, February. 

24 Bandyopadhyay J, et al (1984), “The Doon 
Valley Ecosystem” Research Foundation 
for Science and Ecology, (Dehradun); 
Bandyopadhyay, J and Shiva Vandana 
(1985) ‘The Conflict Over Limestone Quar¬ 
rying in Doon Valley’ Environmental Con¬ 
servation, Vol 12, No 2, Summer, pp 131-39. 

25 Shiva, V and tondyopadhyay, J (1985), 
Mountain Kesearch and Development, 
Vol IS. No 3, p 294. 

26 Narayana, V V D and Rambabu (1983), 
‘Estimation of Soil Erosion in India’ Jour- 
nal of Irrigation and Drainage Engineering, 
Vol 109, No 4, pp 409-34. 

27 ‘India Among Most Disaster Prone’, Indian 
Express (New Delhi), September I, 1987. 

28 “Register of Large Dams in India (1979)” 
CBIP, New Delhi. 

29 Ghosh, Barun (1987), ‘DVC Discharge 
Floods Fresh Hooghly Areas' The Telegraph 
(Calcutta), September I. 

3() 'Alert in Gujarat Villages’ The Times of 
' India (New Delhi), August 28, 1987. 

31 Dogra, Bharat (1987), ‘Flood Control— 
Rulure at the Soured’, Aquaworld , Volume 
i. No 4, April, pp 113-16. 

32 Paranjapye, Vijay (1981), ‘Dams; Are We 
Damned?' in Sharma L T and Sharma R 
(eds), “Major Dams>—A Second Look”. 
Gandhi Peace Foundation (New Delhi). 

33 Oiriappa, S (1983), “Wuer Use Efficiency 


in Agricidture", Oxford and IBH (New 
Delhi), p 49; Aiyer, AKYN (1975), “Prin- 
ciples of Crop Husbandry in India”, The 
Bangaiore Printing and Publishing Com¬ 
pany (Bangalore), p 97. 

34 Kovda, Victor A (1980), “Land Aridisation 
and Drought Control”, Westview Press, 
(Boulder), p 117. 

35 Dakshinamurti C, et al (1973), “Water 
Resources of India”, )^ter Technology Cen¬ 
tre. lARl (New Delhi), p 25. 

36 Hota N R (198u), ‘Political Economy of Ir¬ 
rigation in India', Aquaworld, No 6, p 199. 

37 Mann, H S Harold (1958), ‘The Economic 
Results and Possibilities of irrigation’, 
Indian Journal of Agricultural Economics, 
Vol II. No 2. 

38 Dandekar, V M (1986), ‘A National Poli^ 
for Distribution of Irrigated ^^^ter in 
Drought-Prone Areas’, Paper presented at 
seminar on Control of Drought, Deser¬ 
tification and Famine, India International 
Centre, (New Delhi); Omvedt Gail (1985), 
‘Maharashtra Fighting Famine’, Economic 
and Political Weekiv, Vol XX, No 44, 
pp 1855-56. 

39 Bandyopadhyay J, Reddy S T S et al (1985), 
“Green Revolution and Drought in 
Dharwar”, Report for UN University, 
lokyo. 

40 Buch, M N, “Drought in Jabua", Paper 
presented in Seminar on Control of 
Drought, Deseaification and Famine, India 
International Centre (New Delhi). 

41 Ministry of Agriculture “Status Paper on 
DPAP”, New Delhi, (mimeo) undated. 

42 “Report of Thsk Force on Groundwater 
Resources” (1972), Government of India, 
(New Delhi). 

43 Dakshinamurti C et al, op cit, p 104. 


44 Raghava Rao et al (1%9), ‘An Estimation 
of Groundwater Potendal of India’, Soil and 
Witer Management Symposium, Hissar, 

p6. 

45 Olsen K W (1987), ‘Manmade Drought in 
Rayalaseema* &onomic and Political 
Weekly, Vol XXII, No II. March 14. 
pp 441-43. 

46 Dakshinamurti C et al, op cit, pp 104-106. 

47 Reddy, STS (personal communications); 
“Report of the Expert Committee on 
Utilisation of River Waters” (1985), 
Volume I, Government of Andhra Pradesh 
(Hyderabad). 

48 For a broader description of the polarisa¬ 
tion process see .Bandyopadhyay, J and 
Shiva, V (1982), ‘The Political Economy of 
Technological Polarisation’, Economic 
and Political Weekly, Vol XVII, No 45, 
November 6. 

49 Gupta, A (1986), “Drought and Depriva¬ 
tion: Socio-Ecology of Stress, Survival and 
Surrender”, Paper presented at Seminar on 
Control of Drought, Desertification and 
Famine, India International Centre (New 
Delhi). 

50 Jodha, N S el al (1987), op cit. 

51 Ibid. 

52 Vohra, B B, op cit. 

53 For a detailed analysis on the ‘leakage' in 
relief see Rangasami, Amrita (1974) ‘Finan¬ 
cing Famine Relief—Calling a Bluff, 
Economic and Political Weekly, Vol IX, 
No 45-46, pp 1885-88. 

54 Foi the details of river basin ecosystems 
study see Bandyopadhyay, J. et al (1987), 
“The Krishna Basin Ecosystem”, Research 
Foundation for Science and Ecology, 
(Dehradun). 


SAGE 


Publishers of 
Professional 
Social ScieiK c' 


POLITICAL DISCOURSE 

Exptontloni In Indian and Western Political Thought 

edited by BHIKIjU PAREKH and THOAAAS B^NTHAM 

'This.is an ambitious volume that reflects the major concerns of contemporary political 
theory, sometimes by a head-on confrontation with the main issues, and at other times 
imasinatjve re-interpretation.' 

-Seminar 

At both the national and international levels, the politics of conversation, dialogue and 
discourse is giving way to the depoliticised rule of the proponents of 'scientific, 
objective knowledge' of society and history. The perspective informing the essays in 
this collection is the need to check this scientistic invasion of the practical field of 
politics so as to restore the discursive or dialogical mode. 

314 pa9«/B40 x 165 mm/Rs 195 0tb)/1987 


SAGE PUBLICATIONS INDIA PRIVATE LIMITED 
Post Box 4215. New Delhi 110048 



Economic and Political Weekly December 12, 1987 


2169 


Dialectics of Defeat 

Some Reflections on Literature, Theatre and Music in 

Colonial India 

G P Deshpande 

Trends and tendencies in Indian literature and theatre today owe their origin to the colonial experience. In the 
three language areas dealt with here the patterns of aesthetic and creative enterprise of those times were remarkably 
similar. The scope of the argument here is limited to the nineteenth century when the bhadralok of British India 
tried to imitate Victorian mores and morals. And it was in contra-distinction to the arrogance and ideals of the 
age that India's search for a bourgeois sensibility and identity was carried out. 


Now IS a phase of fatigue in history and yet 
here are crowds of men and women engaged 
in preparation. 

Tliey yearn for ushering in a new spotless 
earth in accord with their vision of the 
humanity forging ahead. 

—Jibanananda Das 
VHAT this essay attempts to do is properly 
peaking the subject of a book. It tries and 
akes a look at what happened to the 
lesthetic and creative experience and urges 
>f the people of India during colonial times, 
t could be called colonial aesthetic ex- 
lerience What follows, therefore, is not a 
iterary history of modern India. Rather it 
s an attempt to identify some trends and 
endencies in Indian literatures and theatre 
vhich owe their origins to the colonial ex- 
>erience. The three language areas that I 
lave kept in view for the purpose of the 
irgument which follows are those of 
lengali, Hindi and Marathi. However, it is 
ny belief that the tendencies discussed here 
ire not limited to these areas only. In other 
ireas and languages too these tendencies 
nust be no less visible and marked. The only 
lifference might be chronological as, for 
xample, it is in the case of the three 
anguages discussed here. The dates of the 
Irst ‘modern’ plays in Indian languages 
night vary. They, in fact, do; but that has 
nore to do with the time of the British tak- 
ng over a given area under their imperial 
vings. Otherwise the aesthetic and creative 
xperience of the Indian people during 
he colonial period shows remarkable 
imilarities. 

There are no doubt, differences too. But 
hey are outside the scope of this paper. 
Vhat I am concerned with are the patterns 
>f, and tendencies in the, aesthetic and 
native enterprise of Indian people during 
:oIonial times illustrated by select examples 
rom the above mentioned language-areas. 

What follows is by no means a literary or 
lesthetic hi.story of the three language areas, 
n fact an attempt has been made to keep 
he number of author-names and titles to the 
ninimum. At times important writers or 
soets are left out. Authors like Jibanananda 
9as or Hari Narayan Apte would have 
laturally featured in any literary history. As 
.his essay does not claim to be literary 
listory scHne significant omissions from this 
iccount have been left as they are. It is 
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also possible that other commentators or 
historians might choose different or better 
examples to illustrate the trends and tenden¬ 
cies than I have chosen. In any case the at¬ 
tempt has been to describe a trend or a 
tendency and see its connections with and 
the roots in the colonial experience. In 
that sense, which author or a playwright 
represents that tendency best is not very cen¬ 
tral to my argument. 

As will be seen the scope of the argument 
has been in the main limited to the nine¬ 
teenth century. References to the twentieth 
century are not missing but essentially they 
are complementary in character. The year 
1800 provides the starting point. The nine¬ 
teenth century was the high noon of British 
Imperialism and the rule of Queen Victoria 
(she ascended the throne in 1837) which 
spans the century, showed in many ways the 
quintessential characteristics of imperialism. 
The bhadra lok (the gentry) of British India 
tried to imitate the Victorian mores and 
morals. Modernity, capitalism, liberalism, 
new literary forms came to India in their 
Victorian avatara (incarnation). And it was 
in contra-distinction to the arrogance and 
ideals of the Victorian age that India’s search 
for a bourgeois sensibility and identity was 
carried out. Our sensibility did not quite 
become bourgeois but that is another mat¬ 
ter. The desire or the objective of the new 
western-educated elite certainly was that. It 
thought that not failure but non-bourgeois 
(i e, non-western) aim was the crimel Or so 
it would seem. 

I 

The single most important intervention 
that colonialism made in the cultural life of 
India over the last two centuries has been 
the establishment of the Fort William Col¬ 
lege in Calcutta in 18(X). Rarely are the 
historical events so obedient of the compul¬ 
sions of the calendar. Come nineteenth cen¬ 
tury and begins right in the first year of that 
century a new era in the history of Indian 
literature and theatre, an ara of imperial 
intervention. The college was established by 
the East India Company to train its ad¬ 
ministrators in the languages of India. The 
college provided facilities for leaching San¬ 
skrit, Arabic, Persian, Hindustani, Bengali, 
Ihmil, Marathi, and Kannada. The dty of 
Calcutta which was an obscure little village 


when the British acquired k in the late seven¬ 
teenth century had by now become a major 
centre of political and economic power. The 
empire had spread and the British rulers at 
Calcutta needed an army of trained ad¬ 
ministrators who could deal with the natives 
and their problems in the vernacular. Fort 
William College was established with that 
purpose in mind. Close, to Calcutta in 
Srirampore the missionaries had established 
the first printing press and started bringing 
out theological works like the “Dharma 
Pustak”, the title of the Bengali translation 
of the Bible. 

Any account of literary movements in col¬ 
onial India will have to give due credit to the 
role played by these institutions in the new 
literature and theatre that grew and 
developed in the whole of India in the 19th 
century. Through these institutions col¬ 
onialism made an intervention in the field 
of arts and literature which had far-reacKIng 
consequences. With the decline of Sanskrit 
as an instrument of cultural expression 
several things had died. The most notable 
casualty of that phenomenon had been the 
decline and eventual eclipse of theatre. 
Works in Sanskrit continued to be written 
once in a way. Secular aesthetics was not 
altogether unknown to Indian tradition, 
both classical and folk, but it had ceased to 
make an impact in any significant way. The 
bhakti movement and the resurgence of 
poetry that it brought from the 12th to the 
17th centuries had also been forgotten. The 
bhakti poetry by the end of the 18th cen¬ 
tury was no longer read as poetry or even 
as poeuy of the revolt against brahminism 
which it in fact was. A strange lapse of 
memory had occurred. Poets like Ibkaram 
or Kabir were now being interpreted essen¬ 
tially as writers of ‘devotional poetry’. A 
measure of the decline of Sanskrit criticism 
can be had from the work of Madhusudan 
Saraswati, arcritic who was a contemporary 
of Akbar and of the poet Tblsidasa. 
Madhusudan Saraswati’s Work on the rasa 
theory pleaded for the inclusion of the 
bhakti in the rasas. But his discussion of the 
bhakti rasa makes no reference to Tblsidasa 
his contemporary and easily the most well 
known of the bhakti poets of north India 
or Hindusthan as it was then called. Literary 
criticism thus, had become a dead enterprise 
well before colonial rule came to India. 
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Brifish intervention in the Held of 
literature, therefore, could not have come at 
a mote appropriate time. Fort William 
College began its work by standardising the 
languages which it was teaching. It compil¬ 
ed and published first dictionaries in these 
languages. Not that there were no dic¬ 
tionaries in Indian languages. Nevertheless 
the development of dictionaries is partly a 
function of a given language being a 
language of administration, statecraft and 
.so on. British rule contributed to the growth 
of Indian vernaculars by turning them into 
useful and usable instruments of statecraft. 
With the exception of Marathi during the 
Maratha ascendancy in western India, no 
Indian language was used as an official 
language throughout the medieval period of 
Indian history. That situation changed with 
the British. I'he dominance of Persian in 
most parts of northern India as the language 
of high culture and high administration 
came to an end finally. The British started 
the schools in the native languages. The 
Bombay presidency seems to have taken the 
lead in the matter. By the middle of the nine¬ 
teenth century there were more Marathi 
medium schools in Maharashtra than ever. 
The Fort William College began its activities 
with the rendering of "Hitopades’\ “Pan- 
chatantra" or “fWa/ PanchavinsatF' and 
other popular Sanskrit works in Indian ver¬ 
naculars. In so doing the pandits in its 
monoploy. opened new vistas before the 
‘natives’ in the use of their languages. It 
looked as if the colonialists had seen the 
wisdom of the ancient Indian Vyakarana 
formulation; saktam padam (‘the word is 
powerful') (some liberty has been taken in 
the translation of saktam padam. It was 
possible and necessary as the sutra is clearly 
taken out of its context. Besides stesa is a 
permissible literary device after alfl) and had 
decided to master the native word with a 
view to dominating the native. But it was not 
a one-way traffic. Dominance and loot con¬ 
stitute the essence of imperialism. At the 
same time it is also true that domestically 
new kind of economic relations were being 
introduced. The colonial state was very 
unlike any earlier form of state that the 
Indian people had known. India was forced 
into a new era. To describe this era as an era 
of modernity is not really saying much. 
What happened during the colonial phase 
was that “different sides of the great geo¬ 
political divide... two worlds and 'two 
histories”,' to use Perry Anderson’s phrases 
(of course, used by him in e different con¬ 
text) confronted each other. This confron¬ 
tation was bound to have as strange and 
unlikely results as the confrontation itself. 

On the cultural plane the contradictory 
nature of the results was the most obvious. 
A sensitive mind was reacting to things 
European at times with great enthusiasm, at 
times with defiance but most often in a way 
which was a mixture of both of these. 
Nowhere else is this.mixed response clearly 
visible as in literature and theatre. Probably 
the literary movements of the |9ch century 


India bring out vividly the fact that the 
phenomena in movement quite often evince 
contradictory manifestations. The Indian 
elite's relationship with colonialism is one 
such case. The Held of literature and theatre 
shows that better than any other. 

The impact of English was so 
thoroughgoing that even the syntax in Indian 
languages underwent change. There is one 
whole book aptly entitled as the English in¬ 
carnation of the Marathi prose.^ To cite just 
one example, a sentence like the following: 
‘1 told him that I would meet him at 7.00 
pm’ was unknown to the traditional speech. 
IVaditionally a speaker of Marathi always 
said; 

‘1 would meet him at 7.00 pm, I told him’ 
or ‘I do not see the sight which you see’ 
would become in the traditional Marathi 
speech: ‘You are seeing sight I do not see’ 
and so on. 

The sentence-structure changed. Mode of 
speech changed. It is interesting to .see how 
the traditional forms of address changed. 
The colonial experience made us aware of 
‘culture’ as a separate world of di.scoursc. No 
Indian language had a separate term for 
‘culture’ before the colonial times. Obviously 
this did not mean that there was no culture. 
What it means is that culture as an 
autonomous world of discourse did not 
exist. Everything was dharma. Going to a 
temple was a dharma, singing a raga or a 
ragini was also a dharma. Dharma docs not 
in this context mean religion. It indicates a 
space which an individual creates or obtains 
in a given area action, duty or creation. I'his 
space was a part of the total whole. It was 
a continuous space. Hence such diverse ac¬ 
tions as singing or worshipping or pro¬ 
creating were all described as dharma. It was 
a secular concept except that its secular 
meaning is not as relevant to this discussion 
as the fact it disallowed discontinuities in 
discourse. Encounter with coloniali.sm and 
through it with capitalism brought us the 
world of autonomous cultural discourse. 
The word ‘sanskriu" commonly used for 
culture in almost all Indian langauges is in 
fact an invention of the colonial times. The 
other word being proposed at that time was 
kristi. Loosely .translated it would mean 
‘cultivation’ and would be a near-exact 
translation of the German ‘bildung’. It is not 
that there was no history to the word 'san- 
skriiP. There was. The "AitereyaBrahmana" 
refers to begetting progeny also as ‘silpa’ (the 
art of sculpture), hence as ‘samskara’.^ At 
any rate, Ilabindranath Ihgore preferred san- 
skriti to kristi partly because of these roots 
partly also because kristi tinlike its mean¬ 
ing in classical Sanskrit meant the five jatis 
or su^-groups of the aryans, pan- 
chakrstayah, namely Anu, Druhu, TUrwas, 
Yadu and Puru.* Suniti Kumar Chatterjee 
drew Tagore’s attention to the usage of the 
word sanskriti in Marathi (sometime in 1922) 
in the sense of culture.’ Be that as it may, 
finding words for anything is to define it. 
An attempt was made to define 'culture*, 
define the limits~of cultural discourse and 


its autonomy. In a sense the European oc¬ 
cupation forced us to define several things. 
Cultural discourse was one of them. 
Whether it is Thgore or Acharya Javdekar 
or Acharya Hazari Prasad Dwivedi, several 
Indian intellectuals and writers have at dif¬ 
ferent times commented upon ‘culture’ an^ 
a proper word for it. 

The linguistic experience of the Indian 
people underwent a change during this 
period. It was, of course, different in dif¬ 
ferent areas. In north India the colonial 
period marked the final emergence of Hindi 
with the Oevanagari script as the language 
of cultural expression. Ronald Stuart 
McGregor has succinctly described the 
phenomenon... “While Hindustani and 
Persian might serve the East India Company 
as languages of commerce and law it was 
realised by some that there would henceforth 
be a role in north India for another form 
of language, which should not rely as heavily 
as Hindustani on Persian and Arabic 
vocabularly, but should approximate more 
nearly in vocabulary and cultural affiliation 
to the various regional and local dialects 
spoken by the mass of population and 
should be written in the Devanagari script. 
Perhaps Brijbhasa itself might serve but 
given the currency, of the Qelhi speech 
(sometimes referred to as Khari Btfli) it was 
inevitable that the latter should become the 
basis of the new language, Sanskritic rather 
than Persian in cultural affiliation, not 
‘created by the Hritish’ hut owing its main 
development to new conditions, brought 
about by their presence, which mgins to 
come into prominence in the early t9th cen¬ 
tury. ..” (Emphasis added).* 

'The case of the emergence of Hindi has 
been cited because quite unwittingly the col¬ 
onial initiative contributed to the process of 
forging the dialects in the north Indian 
region into a language capable of modern, 
cultural expression. This was true not only 
of Hindi but alst^of other Indian languages. 
The early 19th century writers at least some 
of them gave the British more credit for it 
than they deserved. See for example what 
Ramakamal Sen had to say in his preface to 
his l^engali-English Dictionary (1830): 
Whatever has been done towards the revival 
of the Bengali language; its improvement and 
in fact the establishment of it as a language, 
must be attributed to that excellent man 
Carey and his colleagues (emphasis added).^ 
Carey was professor of Bengali and San¬ 
skrit at the Fort William College. In short 
the credit which Sen wished to attribute to 
Carey was, in fact by laksana (suggested 
meaning) being attributed to the British rule. 

II 

That was, however, not the only 
‘creditable’ aspect of the cultural experience 
of the colonial times. Formalisation of the 
modern language occuired through the pro¬ 
minence that prose acquired in Indian 
literatures during the colonial period. Pro¬ 
se traditions ware not entirely absent in ver- 
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nacular literatures in pre-colonial times. In 
Marathi the beginnings of the literary tradi¬ 
tion are associated with the prose writing of 
the Mahanubhavas (12th century*AO). In 
Hindi or Bengali, however, the prose realty 
begins with the colonitd period. Pre-colonial 
literary expression was necessarily in poetry. 
It has partly to do with the oral tradition 
which has dominated the Indian civilisation. 
With the printing press, prose became a 
feasible mode of cultural exinession. The 
first half of the nineteenth century is the 
period when prose styles emerge in dif^rant 
Indian languages. With writers like 
Krishnashastri Chiplunkar and his son 
Vishnushastri (Marathi), and Ram Mohan 
Ray (Bengali) prose became “the vehicle of 
philosophic exposition and religious and 
social polemic’’.* There is some point in 
putting Chiplunkar, father and son, and 
Ram Mohan Ray together becau.se they 
represent the opposite poles of polemic^ 
d^ate that began with Ram Mohan Ray and 
reached its high point in Joti Rao Phule. The 
Chiplunkars represented the other and the 
opposite side of the debate. 

jyotirao Phule who died in 1880 is only 
now attracting historians’ attention—which 
is a pity. Phule unlike Ram Mohan Ray who 
was for reformed vedantism was a complete 
rebel against the brahmanical tradition and 
had an organic link with the social ethos that 
the low-caste Marathi bhakti poetry 
represented. Modern Indian historiography 
has ignored this man until very recently and 
the commonly heard dalit criticism that the 
high caste, English-educated historians felt 
at home with the positions taken and the 
reforms advocated by people like Ram 
Mohan Ray and Agarkar but would not 
want to touch a Kunbi (low peasant) like 
Phule with a barge pole is not entirely 
baseless. The dalit critics do not 
underestimate the contribution of R^a Ram 
Mohan Ray and others. But they might like 
to believe that Phule rather than Ram 
Mohan Ray “is one of those great men who 
are born at a critical moment in their coun¬ 
try’s history, and who shape its destiny’’.* 
One^may or may not share the view about 
tiie bhadralok preference for somebody of 
their stock; it is however, true that beginning 
roughly with the middle of the nineteenth 
century prose not only became a vehicle of 
philosophic exposition but also the incisive 
record of the “diagnosis of our time”. The 
essay of that name Karl Mannheim 
begins thus: 

Let us take the attitude of a doctor who tries 
to give a scientific diagnosis of the illness 
from which we all suffer. There is no doubt 
that our society has been taken ill. What is 
the disease, and what would be its cute? If 
1 had to summarise the situation in a single 
sentence I would say; '“Vfe are living in an 
age’ of transition.. .’’*** 

In a way Ram Mohan Ray and Jyotirao 
Phule were also talking of transition except 
that they were not uncertain about the tran¬ 
sition as Karl Mannheim was about the tran¬ 
sition that he was analysing. On the con¬ 


trary, they iMere looking forward to it. This 
is the reason that even in their sharpest 
polemics the early social reformers and the 
essayists ate optimistic. Ix>oking back the 
most striking tfuality of the Indian ver¬ 
nacular prose whether of Ram Mohan Ray 
or Agarkar and Phule is the general sense 
of optimism that seems to underlay their 
writing. Agarkar, Phule and Ram Mohan 
Ray are critical of the society and quite 
ruthless in their diagnoses but they are never 
pessimistic about the future of their socie¬ 
ty. They are the men of vision, Jibananan- 
da Das talks about in his poem cited at the 
top of this essay. Phule is in fact militantly 
optimistic. He was the first Indian to have 
introduced peasantry as a class in his 
writing. Rosalind O’ Hanlon has discussed 
his writing at some length in her recent study 
of Mahatma Jyotirao Phule and low caste 
protest in I9th century western India." Hi.s 
most eloquent piece of writing is about what 
the peasants can do about their miserable 
lot and exploitation. It is entitled “the whip 
of the peasantry’’ (“Setkaryacha Asud”). 
Phule thought in caste terms. His concern 
about ca.ste, however, was not limited to pro¬ 
testing against the homo hierarcMcus that 
the caste-system postulated. He was talking 
about homo economincus but in terms of 
the varnas. His literary output has remain¬ 
ed largely ignored because of the bhadralok 
dominance of our historiography. Otherwise 
it would have been easy to see that he was 
India’s first ‘radical’ pli^wright, essayist and 
poet. Even the ‘le^ criticism has failed to 
come to terms with the .‘militant optimism’ 
of Phule’s writing. In a colonialism and 
the fact that Phule was not as fiercely anti- 
imperalist as Tilak might have been respon¬ 
sible fofit. Be that as it may, the colonial 
experience made the Indian intellectual and 
writer aware of the movement of history. 
Phule represents its most important exam¬ 
ple because in the latter half of the 19th cen¬ 
tury as a representative of the lower castes 
and classes he saw the inevitable change in 
our society and how British imperialism was 
historically playing a progressive role. He ar¬ 
ticulated the dialectics of defeat. He hfid no 
use for the liberals’ enthusiasm for British 
rule and at the same time saw vividly the 
limitations of the orthodox nationalist 
programme. 

The encounter with the west seems to have 
produced quite a spectrum of attitudes and 
responses both towards the west and towards 
India. Michael Madhusudan Dutt represents 
a typical case oT the confusion and the 
bewildering responses of the time. This 
talented playwright and poet to u^om one 
can safely attribute the credit of writing the 
first genuinely modern play ih India (“5ar- 
mistha", I8S8) was even doubtful about 
writing in Bengali. He wrote some rather 
tepid verse in English but before long 
discovered that his essays in writing in 
English made no impact on anyone. His en¬ 
thusiasm about the things western was so 
extraordinary that he wrote of his favourite 
poet Milton: “Nothing can be better than 


Milton... I don’t think it impossible to 
equal Virgil, Kalldas and Tisso. Though 
glorious, still they are mortal poets. Milton 
is divine;”* 

This comparison of Milton with the an¬ 
cient Indian poet like Kalidas is interesting 
in view of what Warren Hastings had said 
in his letter to Nathanael Smith on the 
“Bhagavad Gita": 

It will not be fair to try its relative worth by 
a comparison with the original text of the 
first standards of European composition; but 
let these be taken even in the most esteemed 
of their prose translations and in that equal 
scale let their merits be wnghed. I should-oot 
fear to place in opposition to the best FreiKh 
versions of the most admired passages of the 
Iliad or Odyssey, or of theyirrr and the sixth 
books oj our own Milton, highly as / 
venerate the latter, the English translation of 
the Mahabharata (emphasis added). 

These two responses are separated by dose 
to one hundred years. Warren Hastings 
wrote that letter in 1784. Madhusudan Dun’s 
remark belongs to the late fifties of the 19th 
century. More than two hundred years after 
the Hastings’ letter it is easy to see that he 
was closer to the truth than .Madhusudan 
Dutt. But that was because Hastings wrote 
from a position of colonial dominance and 
hence could take a more detached view of 
the two traditions involved. Madhusudan 
Dutt was a victim of the colonial situation. 
That was bound to lead to a sceptical at¬ 
titude towards his own inheritance. His con¬ 
version to Christianity itself or his claim that 
he was writing Indian mythology in Greek 
style showed his ambivalence towards the 
Indian tradition. The nineteenth century 
intellectual-writer was caught between the 
two tendencies of either the rejection of the 
tradition or of excessive glorification of that 
tradition. It is doubtful if the east and west 
really met in the nineteenth century. Rather 
they confronted each other. Michael Madhu¬ 
sudan Dutt and Vishnushastri Chiplunkar 
represented the two mutually opposite types 
of writers that this confrontation produced. 

There were also interesting parallels bet¬ 
ween the European attitudes of the nine¬ 
teenth century and the Indian ones. It was 
an age of the new. The words nava, navin 
or nutan (all meaning new) seem to 
dominate the thinking of the intellectuals 
and writers of the nineteenth century. Com¬ 
pare this to Holbrook Jackson’s assessment 
of “The Eighteen Nineties’’. In the book of 
that name “he characterised the eighteen 
nineties as typified by books titled “The New 
Hedonism’’ and “The New Fiction’’ and by 
movements calling themselves the ‘New 
Paganism’, the ‘New Voluptuousness’, and in 
obvious reaction, the ‘New Remorse’, but 
also the ‘New Spirit’, ‘New Humour’, ‘The 
New Realism’, ‘The New Drama’, to say 
nothing of ‘New Unionism’ and the ‘New 
Woman”’.'* This is not to suggest that the 
Indian ‘new’ was the same as European 
‘new’ of the late nineteenth century. They 
could not )iave been. The Eurtqiean ‘new’ 
was the ’new’ of the bourgeois experience; 
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the ‘dew’ of the triumphut powen.uKl 
peopli^ The Indian ‘new’ -wai ^ ‘new’ of 
the c^feated colonised people. But the search 
for the ‘new* becomes inevitable when you 
become a part of the process of capitalisa¬ 
tion (clearly in an extended and secondary 
way). 

The critic of society also takes forms at 
times comparable to the European critic. 
Agarkar wrote more thanlTive essays on ‘the 
dress of our menfolk’ in the 1880s. His 
discussion of the Indian dress (prevalent 
among the upper-caste Maharashtrians of 
the time) was not very friendly or ap¬ 
preciative.Had he bMn a novelist he 
would have made his character dismiss it in 
much the same way as Marcel Proust had 
his dandified Block renounce the watch 
and the* umbrella as “insipid bourgeois 
implements.”'^ Agarkar’s critics of the 
headgear, the coat, the jacket of his contem¬ 
poraries in Pune is, of course, in different 
terms. Nevertheless, the parallels are strik¬ 
ing. Different perspectives emerge from the 
different positions that an essayist like 
Agarkar in a colonial society occupied and 
a novelist like Proust did in France. But the 
newly educated Hindu in the nineteenth cen¬ 
tury India was in a self-critical mood. His 
self-criticism like that of “many bourgeois” 
of the nineteenth century Europe, as Peter 
Gay has pointed out, turned itself into “self- 
lacOTation”. This might, perhaps, explain the 
contemporary Hindu revivalism in India and 
the high tide of conservatism in western 
Europe. 

Very much like the bourgeoisie in the nine¬ 
teenth century Europe the educated hindu 
of that generation indulged in, to use Peter 
Gay's words again, “collective denunciations 
with an aridity that would have done honour 
to a tribe of masochists”.'* This led to the 
phenomenon which George Bernard Shaw 
very aptly described in his preface to 
Dickens’ novel “Hard Times” in 1912. He 
said: “The first half of the nineteenth cen¬ 
tury considered itself the greatest of all cen¬ 
turies. The second discovered that it was the 
wickedest”. In India the time frame was dif¬ 
ferent. But the reversal of estimate was 
almost similar. A tradition created by Keshab 
Chandra Sen or M G Ranade, Madhusudan 
Dun or Agarkar and Phule was replaced by 
the one created by Bankim Chatterjee and 
Vishnushastri Chiplunkar. The ‘new’ 
thought was considered to be the greatest 
thing in the early part of our colonial ex¬ 
perience. Before long it was discovered to be 
the wickedest. 

Partly this was to be expected. As in 
Europe in India too ‘The triumphs of the 
new, of the secular, of science were far from 
complete and untUsputed”. In 1895, Emile 
.Durkheim could deplore these times of 
“raiascent mysticism".'* In India, however, 
there were not many to deploig the times. 
Arbind Ghosh and his “Savi/ri” celebrated 
‘the renascent mysticism’. Rabindranath 
Ikgote. KmhavsUt and Premchand represen¬ 
ted the high point of Indiaq creativity being 


truly unlveTsal. On the whtde these are ex¬ 
ceptions whidi prove the rule that in a col- 
onial'sodety utiderstanding the specificity 
of the colonial situation and thus 
establishing and reasserting the identity were 
the main objectives of the creative pursuits. 

This may be the reason why the novel as 
a genre never really took off in India. Again 
Ikgore, Bankim Chandra, Premchand and 
Ketkar could be cited as great novelists. Yet 
it would be true to say that the Indian novel 
really comes into its own in post-colonial 
times. Lukacs argued that the novel was the 
genre of the bourgeois epoch. It is doubtful 
if in a colonised society one can actually 
speak of a proper bourgeois epoch. Indian 
literatures boasted of various forms of 
narrative. They were fasciiuting and varied. 
What is not clear is whether they could be 
described as novel proper. The nineteenth 
and early twentieth century Indian novel was 
closer to traditional narrative rather than the 
polyphonic novel that Bakhtin talked of. 
Balzac in a famous statement in the preface 
to “La Comedie Humane” asserted that he 
wanted to compete with civil society, not 
simply “represent” it.“ The Indian novel 
has remained largely representational. There 
has been highly interesting work done lately 
on Bankim Chandra Chatterjee and Ketkar. 
The insights that these works provide on the 
fiction of these writers are very useful. Yet 
it does not quite etablish them as creators 
of modern fiction which represents “a pro¬ 
blematic hero whose ideals were more or less 
systematically contradicted by social reali¬ 
ty” or as works like those of “critical realists 
like Balzac and Tolstoy” which “disclose 
dimensions of contemporary history that 
challenged their own explicit ideologies”*' 
In aestltptic terms the Indian bourgeois sen¬ 
sibility is scarcely Hfty years old. In earlier 
times it rose to these heights only in bits and 
flashes. That is the reason perhaps why the 
Indian short story offered a richer fare than 
the Indian novel. Our great novels have been 
a proto-history of the novel. The history has 
just begun. 

It might be useful to refer to the fact that 
some contemporary observers of the literary 
scene had seen the limitations of the Indian 
novel. A good example of this is the essay 
on novel that Rajwade wrote in 1905. He was 
highly critical of the contemporary Indian 
novel and has even suggested that Indian 
novelists do not understand ‘realism’ and 
that they do not see the distinction between 
‘natural’ and ‘realistic’.** 

In poetry, however, extraordinary heights 
were reached. Rabindranath Ihgore is the 
most well known example and hardly needs 
any elaboration here:The romantic tradition 
in Indian poetry has been quite strong. 
Modern Indian poetry begins with Madhu¬ 
sudan Dutt. In terms of form this extra- 
orditury man made many experiments. He 
was the first to write sormets in any Indian 
language. He was also the first one toliave 
discovered the music of the blank verse. His 


compositions in the traditional matni vrttas 
(Sanskrit variation of the rhymed verse) are 
not insignificant. In Hindi, Marathi and 
Bengali like in other languages of India 
poetry took to newer forms. The soimet and 
blank verse were the most notable ones. 
Romantic verse became popular towards the 
end of the nineteenth century. In Marathi,' 
for example, the most glorious period of 
romantic poetry comes to an end sometime 
in 1920. This romanticism was, however, 
marked by despair. Images of darkness, long 
endless nights, loneliness, pessimism mark 
these writings. There were few like Ikgore 
or Keshavsut whose poetry rose over this. 
But they are exceptions. Some critics might 
doubt that too berause they would think that 
these images were a necessary part of their 
craft and creativity. One book of criticism 
of this poetry (in Marathi) was entitled as 
“Andhara Yatra” (journey into darkness).** 
A defeated people were articulating their 
romanticism. It could have only been 
romanticism of despair. Dialectics of defeat 
results in a co-existence of despair and 
romanticism. One has not seen {“Andhara 
Yatra” included) much writing on the end- 
century romantics which places their roman¬ 
tic despair in the context of our colonial ex¬ 
perience What sustained our poetry was the 
fact that the bulk of Indian writing had been 
in poetic term. It was a genre with the 
longest and the most productive history in 
our literatures. The result was that the new 
poet in India was on firmer ground when 
he attempted poetry than prose. His colonial 
experience in a peculiar way contributed to 
his search for the reasons for his despair. 
There is a short essay by Rahul Sankrityayan 
on Bharatendu Harishchandra. It is called 
“Bharatendu aur Pushkin".^ The thnut of 
Sankrityayan’s argument is to compare the 
rebellious spirit of the two poets. If 
Bharatendu was worried about the “Bharat 
Duidasha”, Pushkin was worried about the 
decline of Russig, its backwa^ness. He was 
pained as much as an Indian of the colonial 
times was, to have to argue that Russia has 
history. Rahul’s observations (which can be 
extended to many poets in other Indian 
languages) are not important because of the 
parallels and the similarities that he sees in 
the poetry of the two men. [He, in fact, finds 
it interesting that the two men lived rather 
short lives. Pushkin’s lifespan was not 
greater than that of Bharatendu's.] It is 
doubtful, however, if Bharatendu had ever 
read Pushkin. He could not have The 
similarities in their verse could be dismiss¬ 
ed as entirely coincidental. Rahul’s observa¬ 
tions are important because he has related 
the work of the two poets to the state in 
which they found their country. One can, 
perhaps, take the argument one step ahead. 
Indian poetry of the nineteenth uid the early 
twentieth century was an expreuion of a 
damaged civilisation. Imperialism introdu¬ 
ced new forms, new modes of expression. 
But it never completely integrated the 
aesthetic of new Indian literature with its 
own. It could not have. This is more 
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apparent in tne poetry of the colonial period 
than perhaps in any other form. 

Ill 

Drama was another area where (he col¬ 
onial age introduced and contributed several 
new, hitherto unknown forms. In fact, it was 
an enterprising Russian gentleman, one 
Lebedoff. who produced the first ‘modern’ 
play in Calcutta on November 11, 1795. It 
was in English. It appears that there was a 
second performance of this play on March 
21, 1796.^’ The first modern play by an 
Indian was also written in English. K M 
Banerji wrote “a play in a western manner”, 
‘‘The Persecuted” in 1832.^* Soon after 
however theatre activity began in the 
Presidency areas. Prasanna Kumar Ihgore 
founded the Hindu Natak Mandaii in 
December 1831. Balsastri Jambhekar wrote 
an editorial note in the first ever Marathi 
periodical Darpana which he had founded 
in 1832 welcoming the establishment of the 
Natak Mandaii.The first Marathi 
‘modern' play went on stage on November 3, 
1843. It was written by Visnudas Bhave. 
Lakshman Simha (1826-96) has been credi¬ 
ted by Maegregor with being the father of 
literature in Hindi proper. He translated 
“Sakuntala" in 1863. He may have been in¬ 
debted in this enterprise to Iswarchandra 
Vidyasagar's Bengali prose translation of the 
“Sakuntala” which came out in 1854.^^ The 
Marathi and Malayalee “Sakuntala” went on 
stage in 1880. 

Understandably Shakespeare seems to 
have provided a major, source for early 
translators. Hamlet. Macbeth, Othello, Mer¬ 
chant of Venice seem to have been par¬ 
ticularly popular. Likewise Sanskrit plays 
provided the other inexhaustible source. 

Maybe because of the strong tradition of 
folk and regional theatre, drama became 
easily the most prestigious and popular 
form. In his short span of life Bharatendu 
Harishchandra wrote close to two score plays 
both translations and originals. Right from 
the beginning of the modern Indian drama 
the folk and classical forms have dominated 
the mode of dramatic composition. Sahasra- 
buddhe traces the history of the Marathi 
drama strangely from 1880 (the date of 
Kirloskar’s “Sakuntala” going on stage) 
because he thought that Bhave’s plays did 
not represent modern drama. Bhave’s plays 
mi«d “elements from bharud, tamasha, 
lain, dasavatara and so on”.^’ This is the 
most extraordinary statement to make; not 
only because it does injustice to Bhave but 
also because it postulates a misplaced con¬ 
tradiction between the traditional forms of 
theatre and modern drama. The exact op¬ 
posite of this attitude was heard by the pre¬ 
sent writer in a seminar in Delhi where a 
former official of the Sangit Natak Akademi 
claimed the credit for introducing and adop¬ 
ting folk forms for the use of modern 
theatre. A good one hundred and forty years 
before the official had spoken the process 
had begun. Even Kirloskar who, according 


to Sahasrabuddhe Ls the first genuine 
modern playwright did the same. Bharaten¬ 
du used forms like bhana and sattaka in the 
nineteenth century. In Bharatendu’s plays, 
however, it is still the case that dialogues are 
written in standard Hindi but the verse is 
written in dialect presumably the Braj Bhasa. 
After all Ijdluji l.al, one of the founders of 
modern Hindi diction had himself said in 
1808: “Everyone speaks Braj Bhasa, it is a:j 
great as Sanskrit. All poets use it. They think 
it to be the source of the great rasa!’’^ It 
would appear that even in Bharatendu’s time 
the Hindi play was linguistically a mixed 
affair. 

Theatre acquired over the years a major 
political significance. Many writers attemp¬ 
ted to use theatre in the anti-imperialist 
struggle Khadilkar whose major writing ex¬ 
tends from 1890$ to about middle 1920s was 
immensely popular and gifted playwright. 
He also became a political playwright. A 
number of his plays were banned. He was 
jailed a number of times. The use of 
allegory, satire, recreation and reinterpreta¬ 
tion of history in modern, nationalist terms 
became a feature of Indian playwriting. 

At the .same time from 1870s onwards 
Indian theatre showed remarkable range of 
formal experimentation. On the one hand 
the traditional forms like Dasavatara or 
Yaksagana contributed to the richness of 
fare along with the Sanskrit forms like 
Prahasana or Bhana. On the other the Parsi 
theatre which became popular after the 
1870s depended upon its rich and complex 
narrative, influences of Marathi and Gujarati 
theatre, it generally tended towards being a 
very dazzling spectacle and a go(xl narrative. 
Manmohan Vasu in his play on Harish¬ 
chandra written in 187S went fairly close to 
the yatra form. The point I am trying to 
make that there was a tremendous formal 
experimentation in the early years of Indian 
theatre Natya sangit so very popular on the 
Marathi stage will be mentioned later. But 
its role in formal experimentation should not 
be undermined. 

At the first years of the twentieth century 
theatre had become quite popular and you 
have playwrights living off their work. G B 
Deval might be the first playwright in India 
who went to a £ourt of law to establish his 
royalty rights and won the case! Admittedly 
it is in the twentieth century that Bengali and 
Marathi theatre reach their high point, a 
period which has not been covered in this 
paper. The excellence of Thgore or a 
Khadilkar is seen essentially in the twentieth 
century. (Although Tagore’s first piay was 
written in 1881 and Khadilkar’s in 1891). But 
by the turn of the century the modern 
theatre had come to stay and was a flourish¬ 
ing tradition in Maharashtra and Bengal. 

In many ways the modern theatre was the 
Indian's attempt to come to terms with his 
heritage and to face the situation created by 
colonialism and the new ideas and bad 
effects that it generated. Thus Bharatendu 
attacked the hypocrisy of the brahmanical 
s<}ciety in his plays like ‘Vaidiki Hinsa Hinsa 


na BhJjvati or Deval attacked the practice of 
marrying off young girls to elderly men in 
Ids “Sarada”. 

Later in 'Ikgore and Khadilkar drama 
attains some height in terms of content as 
well. In short, theatre became- a vehicle 
through which modem Iiulian discovered his 
self, his tradition, philosophical positions 
and also political and philosophical mean¬ 
ing of existence. In addition to that the 
‘modern’ theatre helped (decades before the 
Sangit Natak Akademy was bora) the tradi¬ 
tional forms survive. Just as modern in¬ 
dustry ruined the indigenous handicrafts 
here. The modern theatre and lata- the 
cinema could have done the same. But that 
did not happen. In terms of music, acting 
styles, story matter, amalgamation of dif¬ 
ferent forms and variety of concerns social, 
political and philosophical, of the play¬ 
wrights, modern Indian drama came of age 
in the twentieth century. The active drama 
movements at least in son^e parts of the 
country were also a function of the asser¬ 
tion of identity of those people whether in 
Bengal or Maharashtra or Kerala. 

IV 

Assertion of identity and retrieval of a 
cultural tradition arc best exemplified by the 
popularity and spread of the Hindustani 
(north Indian) classical music outside north 
India where gharanas (the schools) of the 
Hindustani music are ba.sed. This is not to 
say that the Hindustani music was not 
popular in outlying areas like Maharashtra 
or Bengal earlier. Indeed the Peshwa court 
in Pune patronised visiting vocal classical 
singers from north India in the eighteenth 
century. What happened in the nineteenth 
century is that we now had major practi¬ 
tioners of music, i e. vocalists and instru¬ 
mentalists emerging in areas like Maharashtra 
and Bengal, in the case of Maharashtra this 
is particularly notable. Gwalior in north 
India which has been a home of one of the 
gharanas of Hindustani music was ruled by 
a Maratha ruling family. Yet prior to the 
nineteenth century you do not hear of any 
significant Maharashtrian pandit of music. 
The tradition of Pune-based musicians 
begins with the nineteenth century. (This 
would be true of almost all provinces where 
Hindustani music is popular, namely Bengal, 
Gujarat, Orissa and Assam. You see even in 
these provinces major names in Hindustani 
classical music emerging in the nineteenth 
century and after). The popularity has if 
anything increased in the twentieth century. 
K L Bhole a major historian of music and 
later day music director of the Prabhat Film 
Company in the thirties and forties has 
recorded that in the late nineteenth century 
three outstanding names emerged on the 
Maharashtra musical scene: Balkrishna 
Buwa Ichalkaranjikar, Ramakrishnabuwa 
Vaze and Bhaskarbuwa Bakhle.^' All of 
them had gone to the north and spent several 
years learning music. They did more than 
anyone else to popularise Hindustani 
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ctassical music in Maharashtra. A legend has 
it that Pandit Bhatkhande who made the 
first attempt to transform the essentially oral 
tradition of music into a written one was 
once asked why he was ‘writing’ the music 
down. His reply among other things illus¬ 
trates the point made above. He is reported 
to have said “Maharashtra does not have 
much of art. I thought it should iu least have 
science!*’ 

Earlier in the eighteenth century Hindu¬ 
stani music was popular at the court of the 
Peshwas in Pune. But the singers and the 
instrumentalists were from the north. The 
court patronised them. A popular theatre 
form in Maharashtra was the Tbmasha. The 
singing in the Tamasha depended upon a 
lyrical form called the Lavani. Pteshwa 
^jirao-II encouraged a new form of Lavani 
which was (like the Khayat Gayaki of the 
north) sung not in a Tamasha but at the 
court. Honaji Bala was the poet who wrote 
this kind of iMvani which was called 
Bailhakichi Lavani (The Lavani which was 
sung in a court or was sung sitting unlike 
the traditional one which was accompanied 
with a dance). This iMvani was clearly an 
extension of the Khayal Gayaki. Neverthe¬ 
less in formal terms it did not sever its con¬ 
nection with the mainstream Lavani. In 
other words, Maharashtra seems to have 
turned in a significant measure to practis¬ 
ing Hindustani music essentially in the col¬ 
onial age. By and large it would be true to 
say that it was in colonial age that the 
classical Hindustani music became really 
popular in terms of the number of its prac¬ 
titioners outside of north India. I have 
always wondered why it was so. One po.ssible 
explanation could be that in pre-capitalist 
societies like India there is a wide variety of 
art forms and rich classical traditions. But 
these are essentially local in character. If you 
wanted to study music of Agra or Gwalior 
gharana you had actually to travel there. 
Classical musicians did travel but the 
musical traditions did not. It was a bit like 
localised commodity production. The 
gharanas managed to retain their purity by 
resisting emigration. With the new political 
set-up this tradition broke down. The three 
masters of whom Bhole wrote in his book 
came back to Maharashtra and with them 
began the chapter of Hindustani classical 
music that the history of Maharashtra had 
hitherto lacked. The new socio-economic 
order that colonialism sought to create in the 
whole of India is partly responsible for this. 

Secondly, in Maharashtra at any rate the 
elite had just lost political power. In 1818 
Pune fell to the British. The Pune brahmins 
now had to assert their identity in some area 
other than politics. They turned to culture 
as means of asserting an identity and a role. 
■’Raditionally they had in any case been the 
inteliectuals. It was not altogether unknown 
for them to turn away from brahmanical 
functions. Quite a number of them were 
landlords and as such capable of patronis¬ 
ing art at local level. The dominance of 
landlords and abseiuee landlords in the 


sphere of arts and aesthetics is partly to be 
attributed to their being a leisure class of a 
kind. It is no accident that the smaller states 
of the Deccan (which were ailowed to sur¬ 
vive by the British) became major centres of 
music^ .activity. For example, Miraj became 
a centre of musical instruments.’^ In the 
twentieth century Miraj became famous not 
only for the sitars it manufactured but also 
because of Abdul Karim Khan easily the 
most well known vocalist of the Kirana 
Gharana who lived there. 

It does seem that the spread and popula¬ 
rity of the Hindustani classical music in the 
19th century (in our century it has if 
anything grown) were a function of this 
assertion of the Indian cultural identity. A 
demoralised people who had lost political 
power was trying to define itself, seek fulfil¬ 
ment for itself in the manifest excellence of 
the Indian musical tradition. Understandably, 
it went hand in hand with the more general 
search for meaning of India and the Indian 
tradition. Colonialism and the opposition 
to it revealed the metaphysics of Indian 
music. The most well known example in 
terms of form of this Quest and its fulfil¬ 
ment in mu.sic is the ex|>erimcntation that 
Rabindranath Tagore did with the ragas 
generally known as Rabindra Sangit. This 
is not the place to go into the meaning and 
irnportance of Rabindra Sangit. Nor is the 
present writer competent to do so. There 
seems little doubt, however, that there is 
perhaps no better example of modern India 
coming to terms with the classical tradition 
not merely in terms of its technical details 
but also in terms of retrieving the philo¬ 
sophical and aesthetic world of .that 
tradition. 

imperalism forces you to take a look at 
yourself, constantly to redefine yourself. The 
aesthetic pursuits of coloni.sed people are for 
that reason the most fascinating. Aesthetics 
of music is by its nature resistant to syste¬ 
matic articulation. Indian music has yet to 
find its Adorno. In any case what Adorno 
says might be of interest here. He talks of 
open forms in music. In the western tradi¬ 
tion he thinks the developments of ‘open 
form' has gone through two stages. Now the 
Indian musicaUtradition is essentially one 
of open forms. The ragas encourage an 
extraordinary degree of improvisation or 
even of “vagueticss and .oscillations’’, to 
borrow Adorno's description of the Motzar- 
tian Rondo. I do not mean to suggest that 
Adorno’s account is useful to understand the 
developments in Indian music. Reference to 
his work has been made just to point out 
that the practitioners of music during 
colonial times did in fact show “the intuitive 
sense of form’’ (Formgefuhi) that Adorno 
sees in Bach.” Tagore’s Rabindra Sangit 
shows that. 

The less well known and at times unduly 
criticised if not actually maligned formsd ex¬ 
perimentation in music was the nalya sangit 
in Marathi. It was adaptation of the classical 
vocal tradition for the use of theatre. Dur¬ 
ing its best period, i e, from 1880 to 1920 


the raga form underwent an aesthetically 
magniHcent change. The raga structure was 
made to look like what a Japanese Bonsai 
tree. A natya git (the lyric in the musical) 
demonstrated all the features of a raga in 
encapsulated form. It was raga music 
rendered self-consciously in a theatrical 
form. Bal Gandharva^ easily the greatest 
singer-actor the Indian theatre produced 
(this year happens to be his birth centenary 
year) had the intuitive sense of form 
(Formgefuhi) referred to above. Kumar 
Gandharva the well known and the most 
creative of the contemporary vocalists paid 
tribute to the master by cutting a disc of his 
renderings of the master’s songs. The disc 
had an apt title “Mala Umajicle Bal 
Gandharva” (“Bal Gandharva as I under¬ 
stand him”). Come the twenties and the early 
creativity of the natya sangita disappears. 
Most of the latter-day singers treat natya 
sangita more as an abridged version of the 
raga rather than as a form in its own right. 
It is perhaps no coincidence that Bal 
Gandharva which was his adopted name 
given to him by no less a person than 
Lokmanya Tilak. A typical example of the 
close link between the nationalist movement 
and the arts. The full significance of the 
natya sangit cannot be understood unless 
one places it against the backdrop of the 
colonial experience and the search for more 
meaningful art forms that the experience 
seem# to have entailed. 

The most ob\ ious change that colonialism 
made to our musical taste consisted in the 
introduction of the gramophone record. It 
brought Indians face to face or, shall wc say, 
ear to car with art in what Walter Benjamin 
has called “the age of mechanical reproduc¬ 
tion”. It is a matter of considerable debate 
if this business of 'mechanical reproduction' 
of art is altogether a good thing to happen. 
We need not go into that here except to say 
that the disc music went into far corners of 
India in a way sin which it had not gone 
before. Besides this must have been a unique 
experience for an average Indian that he 
could now own music. He had owned books. 
He had owned portraits and paintings. He 
had owned craft objects. He had never 
owned music That brcame possible now. 
It would be difficult to describe it but a 
change came over the ‘traditional* attitude 
to music Music was either in a temple or 
in the court of a king or of a zamindar or 
in the chambers of courtesans in urban 
centres. Now it entered the living room. In 
a caste-society like India’s this has had 
tremendous social significance. It would be 
a permissible overstatement that the inter¬ 
face between Indian sensibility and col¬ 
onialism gave the musician a kind of social 
respectability which he did not and could not 
possess for at least a thousand years. In a 
sense the dark age was over for him. 

V 

This survey has been rather sketchy and 
manifestly inadequate But it gives some idea 
of what our aesthetic experience during 
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colonial times was like. >Ve need a theoretical 
perspective which would bring together in 
a systematic way the aspects mentioned 
above. Amilcar Cabral has written in « con¬ 
sistent manner on colonialism and culture. 
His insight—that “national liberation” is 
“necessarily a cultural get”^* is more than 
borpe out Jby the above survey. But his 
theories cannot be entirely applicable to the 
situation of colonial India. He had Africa 
and Portuguese colonialism in mind. He has 
characterised the African situation thus: 
One of the gravest errors, if not the worst, 
committed by the colonial powers in Africa 
was to have ignored or underestimated the 
cuftuial strength of African peoples. This 
attitude was particularly blatant in the case 
of the Portuguese colonial domination which 
not only categorically denied the existence 
of African cultural values... but also >tub- 
bomly refused to allow any political freedom 
of expression.^’ 

It is easy to see that the description would 
apply to the colonies of Portugal or France. 
The nature of the British colonial state was 
different. Further, unlike in French and Por¬ 
tuguese colonics in Africa or the Caribbean 
India had a flourishing indigenous linguistic 
and literary tradition. There was no ques¬ 
tion as Madhusudan Dutt’s example demon¬ 
strates. Indian writers becoming in the main 
writers in Englishi For a writer in colonial 
India was not faced with the problem which, 
for example, Aime Cessaire was faced with. 
Cessaire writes: 

... for me French was a tool jthat 1 wanted to 
use in developing a new means of expression. 

I wanted to create an Antillean French, a 
black French that, while still being French, 
had a black character.”^ 

Ihgore or Khadilkar or Premchand was not 
creating a ‘brown’ English. His tool wa.s Hot 
and could not have been English. He was 
an inheritor of a classical literary and 
musical tradition. This is an important dif¬ 
ference. Nor would it be historically accurate 
to suggest that the west denied the existence 
of Indian (or for that matter Chinese) 
cultural values. It was interested in reduc¬ 
ing those values to a secondary position. 
These differences, namely, an existence of 
fairly old literary and linguistic traditions 
and inheritance of a classical tradition in arts 
make the Indian situation very different. I 
do not mean to say that the things Indian 
vrere superior to the things African. I mean 
to suggest that they were different. We, 
therefore, need a theoretician of the Indian 
form of colonial aesthetic experience. 

In case of countries like India what col¬ 
onialism aid was to set in motion a process 
of retrieval of culture. Colonialism in 
cultural terms was, like a period of disturb¬ 
ed sleep for these ancient people. They lost 
some, they gained some. In short, col¬ 
onialism has been a mixed experience as 
much in cultural sphere as in sphere', of 
economy and polity. In India the dcicat at 
the hands of colonialism has had a dialec¬ 
tics of its own. It resulted in the suppression 
of the Indian people. At the same time and 


because of h, it led to the retrieval of 
cultural, classical traditions and languages. 
That in sum was our colonial aesthetic ex¬ 
perience which was also anti-colonial 
aesthetic experience. 

Notes 

[An earlier draft of this paper was presented 
at the Joint Indo-Soviet Seminar in Leningrad 
in August 1987. The Seminar was organised by 
the Orimtai Institute in Moscow and the Nehru 
Museum and Library. My thanks ate due to 
Ram Bapat, Prabhat Patnaik, C P Chandra¬ 
sekhar, Anil Bhatti, Utsa Patnaik, Gyanendra 
Pande who commented upon the earlier draft. 
Needless to say that I alone am responsible for 
the views expressed in the paper or such errors 
and mistakes as there might be in the paper.) 
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DISCUSSION 


An Ideology for the Provincial 
Propertied Class 

K Baiagopal 


I WAS reviewing a book and not the ac¬ 
tivities of the Shetkari Sanghauna (EPW, 
September S-12). I do not think I referred 
to that organisation even once in the review; 
Sharad Joshi is mentioned only because 
there is an article of his in the book and my 
comment was only on his article, and not 
on the movement he leads. What I was try¬ 
ing to convey in the review is that wc are 
witnessing the consolidation of a certain 
cla.s$ in the 'districts’, the class which I have, 
with deliberate vagueness, called the ‘pro¬ 
vincial propertied class’ as I do not wish to 
use the more usual variant, the 'regional 
bourgeoisie because of all that the expres¬ 
sion conveys in the light of European history. 
And I was trying to say that the opinions 
expressed in the articles under review collec¬ 
tively constitute an ideology that perfectly 
suits the consolidation of this cla.ss. 1'his is 
not, by itself, a comment on the “farmers’ 
movements’’, though there is much that one 
can say about tho.se movements in the light 
of this understanding. 

However, I will not try to evade with this 
statement the obligation to put on record my 
political views regarding the important 
points raised by Gail Omvedt and Chetna 
Galla {EPW, November 7). Moral obligation 
apart, it is necessary that we discuss these 
issues because they are central to any break¬ 
through in the stagnant conditions of the 
Indian revolution. (The fact that I say the 
Indian revolution is itself a political opinion 
and not just a conventional expression, as 
Omvedt and Galla will be the first to point 
out.) 

Contradiction among THt Peoplf? 

lb begin at a convenient point, I do not 
think that Karamchedu represents a ‘contra¬ 
diction among the peopl^. The point is not 
proved by counting the number of the dead 
and the raped; that fact that six men and 
three women suffered these fates, respec¬ 
tively, does not by itself mean tHat it is not 
a contradiction among the people. 1 am 
aware of this. But, equally, the point is not 
proved the other way around by computing 
the landholding statistics of the assailants. 
It has always bent the poor who have fought 
the battles of the rich. All the world’s armies 
have been made up of half starved men who 
have left half starved families bbhind. That 
these foot soldiers are not enemies of each 
bther is obvious in the case of mercenary and 
professional armies, but it is equally true of 
men who have gone on a rampage under the 
thrust of a conviction, whether the convic¬ 
tion consists of rdiipous bigotry, caste ar¬ 
rogance or fbqdal attachment to a landlord. 

In other words, it it true that most of the 
asiailants of Kanunchedu (and all Karain- 


chedus) are what one may loosely call ‘mid¬ 
dle pcasahts’. That this should not happen, 
that they do not belong to the other side, 
is a point on which we are all unanimous. 
But how to bring them over to this side is 
a question that, to begin with, hinges on our 
understanding of what they are doing on the 
other side in the first place. There are two 
possible answers to this: one, the middle 
peasants, exploited through unequal terms 
of trade and uneven investment of resources 
by the urban capitalists (including the im¬ 
perialists) and the state, take it out on the 
dalits by beating them up and killing them 
once in a while. In Karamchedu, for exam¬ 
ple, unremunerativc tobacco cultivation can 
be said to have caused the killing. The 
analogy which Omvedt and Galla draw with 
the oppressed worker taking it out on his 
hapless wife is apt as far as it goes. If wc 
take this as the essence of the matter- -and 
only if we do—it becomes a contr.idiction 
among the people. It becomes a peasant vs 
labourer contradiction, and any other class 
that may exist in rural India is irrelevant to 
our understanding of these conflicts. It is 
also irrelevant that whereas tobacco is 
grown all over Ciuntur and Prakasam 
districts, the only two villages where 
murderous attacks have taken place in re¬ 
cent times (Karamchedu in Prakasam and 
Necrukonda in Guntur) are native villages 
of rich and influential men in the state’s 
power structure: NTR’s son-in-law in one 
case and a minister of his cabinet in the 
other. 

And then, of course, the only political line 
open to us is to unite the peasants and the 
labourers against big capital, the .state and 
imperialism. Of course, there can still be dif¬ 
ferences on many other questions; do we en¬ 
visage a revolutionary alternative or a more 
humane settlement of the terms of existing 
social relations? If the former, then what is 
the nature of the alternative we seek? What 
is the strategy of the struggle? Under whose 
(class) leadership the struggle will take place? 
and so on. But, whichever we choose, there 
wip be a general de-emphasising of wage and 
land struggles, because they tend to divide 
rather than unite the landless and the landed. 
Instead, issues like remunerative prices— 
with the promise that labourers will get bet¬ 
ter wages once the farmers get better 
prices—for agricultural produce, anti-state 
issues like irrigation, drought and social 
amenities, and anti-capital issues like high 
cost and inappropriate technology, defore¬ 
station and destruction of the environment, 
will be taken up. And attempts will be made 
to overcome existing divisions between the 
landless and the landed; for instance, 
casteism will become a 'central question’ as 
Omvedt and Galla emphasise. 
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Thi.s is one possible answer to our dilem¬ 
ma. To seek a second answer is not to reject 
the importance of any of the individual 
issues enumerated above; it is not the issues 
of agitation that we are quarrelling about, 
but the political perspective of the agitation. 
To seek a second answer, then, we should 
first stop thinking of rural India in terms 
of peasant and labourer. It is not enough to 
modify this by identifying an ‘upper section’ 
of the rich peasantry, or granting magnani¬ 
mously that there do exist landlords in 
benighted places like Bihar. We have to look 
at what is a very real class, which cannot be 
called ‘peasant’—rich or super-rich—by any 
stretch of one’s imagination. This class can¬ 
not be specified exclusively in terms of 
landlords, though it has emerged through a 
further development of the landlord class. 
To this day a major part of its interests are 
in landholding but it straddles the rural and 
the non-monopoly urban economy. 

This class is finding itself starved of 
avenues and means of enrichment (not 
necessarily investment). Profitable cultiva¬ 
tion, without which it is deprived of 
resources, both in the form of its own 
surplus accumulation in its own fields, and 
in the form of rural ‘household savings’ 
which it handles through a variety of for¬ 
mal and informal, legal and illegal, finan¬ 
cing arrangements, is a matter of concern 
to this class. Its other concern is with the 
resources superintended by the state, which 
arc perceived as being employed lopsidcdly 
for the benefit of monopoly capital, both 
because of the closeness of dominant sta¬ 
tions of the Congress party to the mono¬ 
polists and because of the very nature of our 
economic structure. 

The natural coastituency of this class is 
the village. It is only if it can consolidate the 
village behind ik that it can win its battle 
against monopoly capital and the state. It 
is felicitous in the use of the peasant idiom, 
it is heir to a feudal tradition of a leader’s 
role in the village, and some of the peasant 
concerns are of concern to it too. The better- 
off sections of the peasantry therefore fall 
in line, aided further by the fact that caste 
usually functions as a common link between 
the two classes, though there are plenty of 
conflicts between them, too. But the real dif¬ 
ficulty comes with the rural poor—landless 
and poor peasants. Their concerns are dif¬ 
ferent and distinct from those of the rural 
rich and often in conflict with them, to boot. 
Caste acts as a further dividing factor. This 
is where the need for the ideology of village 
unity comes in, and this is where the need 
to put down the rural poor brutally once in 
a while comes in. The feudal subordination 
of the middle peasantry to the provincial 
rich, links of caste, and a partial commorudi- 
ty of economic interests, help in creating an 
army of foot soldiers from out of the middle 
peasantry to put down the poor. This is the 
essential meaning of the Kanmehedus of 
contemporary India. These are not conflicts 
among the people, but politically necesury 
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assaults upon the rural poor in the course 
of the consolidation of the dominance of a 
major fraction of India’s exploiting classes. 

If this answer is accepted, how do we face 
the situation? How do we build the 'alliance 
of popular forces’? Do we build them at all 
and why? These questions have no meaning, 
let alone an answer, outside a political 
framework. 1 have to .state my framework, 
not because it is new, but because it probably 
answers to the dc.scription of the 'one-point 
programmes’ which Omvedt and Galla are 
critical about. It is the traditional Marxist 
framework of capture of stale power by the 
working people in order to build socialism 
and transform society towards the stage of 
communism. In India’s context, 80 per cent 
of the revolutionary masses will be the rural 
poor and landless peasants. When we talk 
of alliances, it is alliances for their revolu¬ 
tion and alliances for them that we mean. 

ENEMVor iHt Masses 

The class of the provincial rich is an 
enemy of the masses along with imperialism 
and big capital. And the rural poor, the core 
of the revolutionary masses, must be 
organised first and foremost against this 
class in the struggle for their liberation. All 
other struggles of the rural people—like for 
instance the middle peasantry’s struggle for 
more' equitable terms of trade—must be 
structured strategically and tactically into 
this struggle. It is only through the struggle 
against this class that the masses will meet 
with and contend against big capital and im¬ 
perialism in a revolutionary way. Any other 
way of organising the poor directly against 
big capital and imperialism will be either an 
infructuous attempt or at best a reformist 
programme. In plainer language, you can¬ 
not organise the rural poor directly around 
issues like drought, deforestation or exploita¬ 
tion by urban capital in a revolutionary way. 
These issues have to be built into a struggle 
that is structured around a fight against their 
immediate oppressors, the landlords in their 
present manifestation. 

To my mind, this is one of the principal 
ideas taught by the CPI-ML movement, and 
one of the many crucial points that 
distinguish it from the ‘grassroots radical 
movements’ that are being heralded a lot 
today. And whatever else of the Naxalbari 
heritage that we may like to discard, this 
much cannot be discarded. The question still 
arises: how does one structure the middle 
peasantry’s demands into this line, how does 
one form an alliance with it, and how does 
one prevent the middle peasants from acting 
as foot soldiers of the provincial rich? How 
to breach the caste barrier is part of this 
question. If I may be allowed to coin an 
aphorism, caste cannot be fought by fighting 
caste. Nor can it be fought by the idealistic 
inculcation of secular values, which is—at 
best—the method tried by the two parlia¬ 
mentary communist parties. Caste—and I 
say this at the risk of sounding terribly old- 
fashioned—can only be fought through class 
struggles. 

lUdIwr than go on like an oracle, let me 


try to elaborate on the basis of the (admit¬ 
tedly very limited) experience of the CPI-ML 
groups in Andhra Pradesh. I must add (since 
some people have described me as a spokes¬ 
person for the CPI-ML groups) that these 
are my observations and I do not know 
whether the groups would agree with me. 
The groups have been functioning basically 
in two kinds of areas—plains and forests. 
In the plains areas they have faced this pro¬ 
blem of uniting the rural poor and the mid¬ 
dle peasants, often transcending the barrier 
of caste. In the forests, where a sizeable 
number of non-tribal small peasants have 
settled down alongside the tribals, they have 
faced the problem of uniting the tribals and 
the non-tribal poor. Whatever success they 
have achieved has been obtained, not by 
taking up directly middle class peasant issues 
like remunerative prices in parallel with 
landless labourers’ issues, nor by fighting 
‘caste’, but (i) by building a widespread and 
militant movement among the poorest 
classes, demonstrating this strength in actual 
struggles with the rural rich and the .state and 
thus, on the basis of their strength, winning 
over the middle peasantry; and (ii) by 
educating and organising the middle peasan¬ 
try to take up the fight against the landlords, 
who oppress them through feudal social 
dominance and through the control over 
rural credit, marketing and the political and 
economic structure.^ of ‘development’. The 
Tight against big capital and the state has 
been generally taken up as a further dcvclo|> 
ment of this fight against the rural rich. 
This, it seems to me, is the only revolutionary 
way of winning over the rural middle classes 
to an.'alliance of popular forces’. In view of 
the brutal repression on the CPI-ML move¬ 
ment in Andhra Pradesh, and the interven¬ 
tion of caste carnages in Bihar, the feasibility 
of this line except to a limited extent and in 
a limited area, is being questioned. 

I have no ready-made reply, except to 
reiterate that there is no other revolutionary 
way of handling the .situation, though there 
probably are many meaningful ways of reac¬ 
ting to it if one is willing to settle for 
something less than a revolution. And 
perhaps, instead of searching for admirable 
qualities of democratic organisation in mid¬ 
dle class movements, our time would be 
better spent if we sought for the right tactics, 
forms of struggle and forms of organisation 
for sustaining a militant movement of the 
rural poor until it reaches the strength 
required to attract the middle classes to itself, 
and for su.staining a struggle of the middle 
peasants against the provincial rich, which 
is much more difficult than building anti¬ 
capital and anti-state middle peasant move¬ 
ments. The failure of the CPI-ML movement 
is the failure to find the right answer to this 
question, and it has not been helped by the 
large-scale desertion of intellectuals who 
hailed it to the skies when the weather was 
fair. 

Farmers- movements 

We can now conclude with the ‘farmers’ 
movements’. 1 will take it that we are talking 


of the movements of those peasants to 
whom the quotation from “The Civil War 
in France” given by Omvedt and Galla 
applies. The quotation has no relevance 
whatsoever to the provincial rich. I will grant 
for the sake of debate that the Shetkari 
Sanghatana represents such peasants. 

That these peasants have a genuine cause, 
and that it deserves the sympathy or^il 
democrats, is beyond argument. But that is 
to say nothing about how one reacts to them 
politically. There is a middle peasant class, 
but there can be no middle peasant politics. 
What appears as middle peasant politics is 
an ephcmml phenomenon that has got to 
choose sooner or later between the rural rich 
and the poor. And so long as their outlook 
is that ‘the main exploiters of the peasants 
are the urban capitalists and the state’ the 
class is naturally impelled to choose the 
former. On the other hand, the middle 
peasantry that is exploited by the urban 
capitalists through unequal terms of trade 
is oppressed in many ways by the provincial 
elite which dominates not only the village 
society but also the regional trade, marketing, 
credit and business. But the feudal hold this 
class has over the middle peasantry makes 
a struggle against it difficult. A farmers’ 
movement that tihfu.scales this reality by ex¬ 
clusively focusing on agricultural prices and 
costs is a farmers’ movement that is ready 
for being co-opted into the elite's army. That 
farmers’ movement Ls against the ‘alliance 
of popular forces’. It is from this perspec¬ 
tive that one is critical of the farmers’ 
movements. Not everyone may agree with 
me, but it seems to me that the question 
‘‘where is the ‘rich peasant’ leadership and 
where is the ‘proletarian’ leadership” is 
settled by analysis at this level, and not by 
forms of organi.sation or the attitude 
adopted towards women. Even there, if the 
Shetkari Sanghatana has taken a stand in 
favour of equal property rights for women 
and the Rytu Coolie Sangham (RCS) has 
not, that is only a reflection of the nature 
of the classes they organise. To most 
members of the RCS, property rights are a 
largely irrelevant matter. They fight for land, 
but their fight has not had the kind of suc¬ 
cess where they have to discuss who will in¬ 
herit the land. Actually, wherever they have 
managed to wrench some land from a 
landlord or the government they have been 
cultivating it in common by co-operative 
effort. 

The right question to have asked at 
Warangal would have been whether the RCS 
is fighting for equal wages to men and 
women for equal work. The an.swer is mixed. 
For work of the same type they have fought 
for and got equal wages, but they have not 
been able to articulate and establish the prin¬ 
ciple that work of the same duration must 
get the same wage. As a consequence, work 
that is done predominantly (but not ex¬ 
clusively) by women, like transplanting and 
weeding paddy fields, is paid less than work 
that is normally done by men. And a 
legitimate critique would lie here. 
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Technology and Agrarian Relations 

Are changes in technology and introduction of commercial crops sufficient 
to cause a breakdown of traditional agrarian relations? A study of jtymani 
relations in a village in Karnataka demonstrates that while some chtinges do 
take place in agrarian relations as a result of ne«’ technology and 
introduction of commercial crops, traditional agrarian relations 
continue in some form or another. 2217 

Wotnen^s Employment in Rural India 

Macro-statistics on women’s employment understate the number of women 
workers in rural areas because women are seen primarily as housewives and 
mothers and even when they perform productive, non-domestic work, this is 
not identified as such. Female participation rates in rural areas arc also 
highly correlated to poverty and landlessness and in areas where incomes 
have gone up women tend to withdraw from the labour market. 2207 


Living Beyond Our Means I Reform and Revolt 


That savings in India have reached a 
very high level may be a soothing 
myth. That the focus of economic 
policy should now shift to giving an 
impetus to increased consumption 
through tax concessions and other 
means can be a dangerous 
delusion 2190 


Taken for a Ride? 

The INF Treaty which the 
superpowers have just concluded is 
being sold b> the media as the first 
authentic and therefore a truly 
historic tstep towards nuclear 
disarmament. Is this fact or fiction 
and have Reagan and Gorbachev, or 
rather the power structures they 
preside over, taken us all 
for a ride? 2192 


Gandhian Alternative 

A proper understanding of the 
Gandhian concept of Swaraj and the 
role, symbolic and substantive, of 
women within it can provide a 
critique of liberalism and its 
particular definition of Indian 
nationalism. 2225 


Malaysian Jitters 

The crackdown by the Malaysian 
government on a wide cross-section 
of dissidents icflecis a suspicion 
that all those who do not join 
mainstream politics must be 
communisK or some shade nt the 
left. In some respects this 
assessment is not far wrong. 2'2(t3 

Age of Violence 

There is great violence in Vivian 
Richards. There was little of it m 
James Baldwin, who died of cancer 
recently in the south of France T he 
genres difler, but the chasm is not 
just of genres. It is the generational 
gap which provides the clue. 

Violence has come of age. 2I8'1 


When leform, instead of being a by¬ 
product of the revolutionary 
movement, becomes an end in itself, 
then it may wind up as farce~as is 
demonstrated by the government’s 
efforts to eliminate bonded 
labour. 2197 

In an effort to placate the so-called 
backward castes, the Tblugu Desam 
governincni in Andhra Pradesh is 
curtailing the benefits accruing to the 
scheduled castes and tribes under the 
IRDP programme as well as the weaker 
sections' housing programme. 2200 

Every year in December thousands 
of daliis congregate in Bombay for 
the Ambedkar jayanti celebrations to 
rally round the symbol of Babasaheb 
and all that it means; a 
challenge to upper caste hegemony 
and the creation of an alternative 
identity which stands in 
opposition to It. 2199 


Sone River's Load 
of Death 

While scientists ponder, argue and 
ohfu.scale, the Sone river rolls on 
sluggishly carrying its load of 
deadly paper mill effluents 2195 


Yesterday's 'Anti-IMationals' 

In the elections to the Nagaland 
assembly the Congress(I) strongly 
appealed to icgional, even 
chauvinistic, sentiments and 
collaborated with forces it has 
long been describing as 
‘antinational' 2193 

The f ongressfD’s own electoral 
tactics 111 Nagaland did not, however. 
Slop the iinniii home ininisicr ttoin 
avcusing the Andhta Pradesh ehicl 
mmisicr ot encouraging ‘anti- 
nalioiial' lorcys because 
he had campaigned 
for the Naga National 
Democratic Patty. 2182 













LETTERS TO EDITOR 


Not in Defence of Heroes 

IN paragraph three of his response 
(November 28) to my piece of October 3, 
Sumanta Banerj^ (SB) has Hnaliy raised 
the questions my answers to which would 
not differ very much from his. Yes, the 
only conclusions permissible from the 
CPl(M) beha>riour (praxis is perhaps too 
sacred a word not worthy of application 
to “our newly discovered heroes") is that 
on the question of the teachers’ strike 
what the party’s Delhi hand was doing 
was unknown to its eastern and the 
western hands. There is no evidence to 
suggest that 14 Ashoka Road knew any¬ 
thing about what was going on. 14 Ashoka 
Road either did not have a perception of 
the matter or, if it had, it could not and 
did not impose it on Chakravarti and 
Thekedath (SSC and KT). This is not 
mysterious when it comes to Indian com¬ 
munist parties. SB should know that 
better than anyone else. 

W; are nobody’s admirers. B T Ranadive 
was mentioned by name in SB’s article. As 
we did not find any evidence to even 
remotely support SB's allegations against 
him in this matter we had to defend him. 
if he had quoted Ganashakti and Jyoti 
Basu we would have had no quarrel. In 
any case we do not think the CPI(M) is 
blameless and said so in our article. 

No, it is not necessary to go to the 
central leaders of the CPI(M) as to 
whether or not their party showed ade¬ 
quate “sense of responsibility in both 
leading the strike and coming to an agree¬ 
ment". We do not think it did. What we 
objected to however was the timing and 
therefore politics of SB’s article. To have 
come out with A tirade against the CPi(M) 
when M M P Singh was actually leading 
a struggle cannot have been an Academic 
exercise. You do not triviaiise the issues 
in the midst of a continuing struggle. 
SSC and KT are of the CPl(M). So is 
M M P Singh. To come to the conclusion 
on CPi(M) behaviour when M M P Singh 
was continuing the light which, let alone 
B T Ranadive, even Jyoti Basu and 
Ganashakti had not disowned, was unfair 
to the DUTA. After all if SSC and KT 
could be made scapegoats, even M M P 
Singh and DUTA could have been too. 
The fact of the matter was that they were 
not, a political fact which SB chose to 
ignore and triviaiise. No matter how 
carefully we read his (always very 
readable) writing, we cannot accept the 
logic that his description of M M P Singh 
as a CPi(M) leader against the back¬ 
ground of a vitriolic attack on his party 
does not amount to isolating him or to 
treating the DUTA struggle as an island. 


SB can always argue against the CPl(Nf). 
We do not mind that, have never minded 
that. But to spread confusion in the 
DUTA ranks, which everyone else 
doing, was not expected of SE If any¬ 
thing, we can be accused of being ad¬ 
mirers of SB inasmuch as we were shocked 
that he did so. Now that Javed and the 
OTF have lost the DUTA presidentship, 
the point is all the more relevant. Let us 
be clear on one point. If the islands of ‘left 
strongholds’ are indeed few and if a strug¬ 
gle is going on, the least one expects is 
non-opposition and non-trivialisation, if 
not actual support. SB obviously does not 
believe in such rules of the game. Con¬ 
sequently he had decided to debunk us by 
calling us admirers of the CPl(M). We do 
not see that anything we said amounted 
to that. If we defend Balagopal’s strug¬ 
gle we do not become admirers of the 
m"’ or the n"' faction of the CPI(ML); 
how come defending M M P Singh and 
DUTA makes us admirers of one faction 
or the other of this party or the other? 
We realise it more than SB that India is 
at present moment a heroless land. 

As for SB’s final advice, to join debate 
with him on anything is clearly impossible 
because if we did he would find another 
set of heroes we admire. There are more 
interesting things to do in life than being 
called admirers of heroes, sometimes 
these, sometimes those. Besides there can 
be little debate with those who triviaiise 
the issues and attack the pariics concerned 
when a struggle is actually going on. Now 
that Rathi has taken over the DUTA by 
a combined effort of all concerned, SB 
can rest content. Whether Delhi Univer¬ 
sity teachers constitute the mainland or 
an island, it is lost to the DTF. If hundred 
factors are responsible for this, the con¬ 
fusion spread by SB and his like is one of 

them. » 

G P Deshpanue 

New Delhi 


No Basis 

I REVIEWED “Culture and Power" by 
Akos Ostor {EPW, June 7, 1986). The 
review was an unfavourable one. The 
author has thought it fit to hurl at me a 
whole lot of abuses (EPW, June 6, 1987). 
I thought it is not done to argue with a 
reviewer. In any case, I do not want to 
argue with the reviewer of a review. I am 
however amused to find in his long, angry, 
passages many things purporting to be my 
views and ideas as if he was reviewing a 
book Of mine or rather the entire corpus 
of my tif^s work. What is presented below 
is only a small sample ot his comments 
on me. 


... he has a firm handle on reality since he 
can call on the verities of Marxism. 
Understanding society is for him merdy a 
question of putting facts into a preconceived 
framework, so he is incapable of stretching 
his mind around an alternative that quesdons 
the very basis of his threadbare formulae. 

.. .in his sense of law-like generalisations 
deriving from already assumed axioms. 
Rudra would have one believe he knows the 
way the world works; his job is to illustrate 
already established truths. But these ‘truths’ 
are never ciplored. 

The ‘theories* Rudra so fervently desires are 
nothing more than hunches and expectations 
in the form of generalisations. 

I wonder how Akos Ostor came to form 
such judgments about me. Surely not on 
the basis of the review that 1 wrote of his 
book? Can he quote a single passage from 
my review to provide basis to the above 
characterisation of my world-view? 

Ostor describes my review as being irate. 
His knowledge of English must be much 
superior to his knowledge of Bengali. 
What adjective would he choose to 
describe his own rejoinder? 
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Command Performance 


T he report of the Thakkar-Natarajan commission of enquiry 
into the Fairfax affair is a truly pathetic document. On a 
crucial item of the commission’s terms of reference—the precise 
nature of the engagement of Fairfax Inc by the government of 
India—the report more or less unquestioningly endorses the 
government’s position that the arrangement was for Fairfax to 
function only as an ‘informer’. In spite of the fact that the 
concerned government officials’ contacts with Fairfax were very 
much more active and vigorous than would be the case with a 
mere ‘informer’, the commission is loth to probe this matter and 
come to a different conclusion. To have done so would have been 
acutely embarrassing to the government since the minister of 
slate for finance had on April 15 this year stated quite 
categorically in the Rajya Sabha that the government had merely 
“authorised the Fairfax Group Inc of USA to collect information 
in regard to investigation of certain cases of violations of the 
Foreign Exchange Regulation Act’’. At the same time, the com¬ 
mission is most eloquent in its assertions that the engagement 
of Fairfax did indeed pose a grave threat to the country’s security. 
It is aghast that the agency should have been employed without 
adequate verification of its credentials and antecedents and 
without ensuring that it did not “act as a double agent and 
engage in a campaign of disinformation and blackmail which 
might occasion great harm and damage to the National Interest”. 
The fear is expressed again and again that “engaging such an 
agency in such a fashion can therefore imperil or endanger 
national security’’. The commi.ssion is also free with its indict¬ 
ments of V P Singh and the then Revenue Secretary and the 
then Director of Enforcement for not entering into a written 
agreement with Fairfax, for not maintaining written records of 
the dealings with the agency, for having kept the prime minister 
and the government in the dark, and so on. Indeed the com¬ 
mission concludes that the situation in the finance ministry under 
V P Singh was “prima facie intolerable’’. Given the current 
political equations, Rajiv Gandhi and the ruling party could not 
have asked better of the commission. But what about the gapjpg 
contradiction between these grave indictments by the commission 
and its own judgment that the government had engaged Fairfax 
as only an ‘informer’? If in fact Fairfax’s role was so peripheral, 
then in what manner did it pose a threat to national security? 
And did it then at all matter that the prime minister and the 
cabinet were not kept informed or even that there were no 
“contemporaneous written records”? 

Criticisms have also been levelled against the procedures 
adopted by the Thakkar-Natarajan commission. Though it was 
clear from the outset that the commission’s enquiry would 
involve sitting in judgment on the conduct of certain individuals, 
such as V P Singh, V C Pande and Bhure Lai, among others, 
none of them was allowed to exercise any of the rights available 
to them under seaions 8B and 8C of the Commissions-of Inquiry 
Act—the right to be heard by the commission and to produce 
evidence in defence, to cross-examine witnesses and to be 
represemed before the commission by a lawyer. It has also been 
pointed out that the commission has suppressed facts and 
information brought to its notice, such as those contained in 


V P Singh’s written statement to the commission. It is difficult 
to explain why two sitting judges of the Supreme Court should 
choose to cut corners in this manner unless the reason be that 
they wm: prepared to go to any lengths to save the prime minister 
and the government from politically embarrassing disclosures, 
such as would certainly have been forthcoming had V P Singh 
and the former Revenue Secretary and Director of Enforcement 
been permitted to address the commission, produce evidence in 
their defence, cross-examine witnesses, etc. For the same reason 

V P Singh’s written statement had to be ignored since not doing 
so would have meant confronting the former finance minister’s 
categoric assertion that he had informed the prime minister of 
Fairfax’s engagement on three different occasions and on each 
of these the prime minister had approved of the action. Danial 
Latifi, a senior Supreme Court lawyer, has described the 
I'hakkar-Natarajan commission’s report as not worth the paper 
it is written on and in the debate in the Rajya Sabha opposition 
MPs have pointed out that the only outcome of the report would 
be to bring cheer to corrupt businessmen since the strictures 
passed by the commission arc bound to demoralise even those 
few government functionaries who are honest and courageous 
enough to try to bring to book this category of powerful 
crooks. 

Indeed the entire Fairfax affair has to be seen as a 
demonstration of the growing control of business over our public 
life. Starting with the forged letters which provided the pretext 
for the CBI to arrest the author of a series of articles on the 
doings of Reliance Industries (which also happened to be the 
main object of Fairfax’s investigations), the business group 
concerned has shown awesome ability to manipulate government 
agencies, political parties and political opinion, in the 
Congress(I) and in the opposition, to scuttle, attempts to 
investigate its misdeeds. So as to galvanise the prime minister 
and the Congress(J) into action, it was deliberately made out 
that personalities close to Rajiv Gandhi were under investigation 
by Fairfax. The opposition too fell for the bait sensing that here 
was another scandal involving the government no less potent 
than the Bofors one. And for good measure was raised the bogey 
of Fairfax with its alleged CIA links constituting a threat to the 
country’s .security. Opposition parties used this to attack the 
government, whereas Congress{l) politicians trained their guns 
on V P Singh, but they all alike served the purpose of the 
business house concerned. The issue was no longer the colossal 
economic crimes of the business house, which had been under 
invc.stigation by different government departments for .some time 
and on which considerable evidence had already been gathered, 
but the doings of the government or more specifically of the 
then finance minister and a couple of officials under him, so 
much so that when the Thakkar-Natarajan commission was 
appointed only the latter issue figured m its terms of reference. 
In this sense the Fairfax affair is a landmark m the growth of 
business power in the country’s public life and is a far more 
significant episode than the Bofors scandal which, despite the 
vast sums involved, in essence represents political corruption of 
a garden variety. 
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poin ICS 

Who Is Anti-National’? 

UNION home minister Buta Singh's 
‘clarification’ of his reported observations 
against the Andhra Pradesh chief minister 
N T Rama Rao during his recent visit to 
Guntur makes the whole situation much 
worse and shows the union home minister 
as even more irresponsible than he was 
presumed to be when he was reported to 
have described the Andhra Pradesh chief 
minister as ‘anti-national’. In his ‘clarifica¬ 
tion’, the union home minister has now 
said that he never characterised N T Rama 
Rao as ‘anti-national’, but that he had 
charged him with extending support to 
and canvassing in by-elections on behalf 
of political parties which were ‘anti- 
national*. Thus, instead of levelling grave 
charges against an individual the union 
home minister has levelled charges against 
political parties. Specifically he has also 
helpfully mentioned Kama Rao’s recent 
campaign in Nagaland where he spoke 
from the platform of the Naga National 
Democratic Party (NNDP) in Dimapur 
and Kohima. 

Is it then the union home minister’s 
contention that the NNDP, a recognised 
regional political party of Nagaland, pro¬ 
perly registered with the Klcction Com¬ 
mission, which moreover had been in 
office on three different occa.sions, twice 
in its earlier incarnation as the United 
Democratic Front and once as NNDP, is 
an ‘anti-national’ political format ion? Is 
it his contention that Vizol, who was twice 
chief minister of Nagaland (after taking 
the usual oaths) and Vamuzo, leader of 
the NNDP in the new assembly, and 17 
colleagues ol his, who too have sworn to 
abide by the constitution of India, are all 
‘anti-national'? It is amazing how utterly 
insensitive political leaders in Delhi can 
be towards smaller political formations in 
the states, especially the relatively smaller 
states which lack any clout in Delhi and 
do not have representation in parliament. 
What is the union home minister’s ca.se 
for characterising NNDP as ‘anti- 
national’? That Us leaders have a soft 
corner for Phizo? If that were the ca.se, 
can the fact that numerous Coiigress(I) 
politicians in Nagaland, including several 
recently elected Ml-'Xs and ministers, have 
much more than a soft corner for another 
insurgent group, the National Socialist 
Council of Nagaland (NSCN) make the 
Congress(l) too ‘anti-national’? The situa¬ 
tion in Nagaland, it scarcely needs to be 
added, is highly complex, and the super¬ 
ficial appearance of normal conditions, 
periodic elections, a functioning ad¬ 
ministration and the relatively tolerable 
levels of corruption and inefficiency 
cannot conceal the fact that the ‘political 
question’ in the state still needs to be 
resolved. Even the state unit of the 
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Congress(l} acknowledged this fact in its 
election manifesto. Indeed, the union 
home minister should know that his own 
colleagues in government and administra¬ 
tion are presently engaged in the delicate 
task 6f securing the return of the so-called 
underground to the constitutional path, 
though the exercise at present appears to 
be rather selective and is aimed only at the 
‘socialists’ in the so-called underground. 
But sooner or later it will have to include 
the ‘federals’ as well, as indeed acknow¬ 
ledged in the election manifesto of the 
state unit of the Congress(t). 

It is no great secret that the NNDP 
bears organic links to the Federal govern¬ 
ment and to the Naga National Council; 
even less of a secret is the fact that during 
the last elections the Congress(l) derived 
significant support from the NSCN; and 
certainly persons known to be very close 
to NSCN were elected on the Congress(I) 
ticket. But these have to be .seen as part 
of the more complicated unresolved 
political problem in the state and cannot 
be used as'issues to score debating points 
in parliament. 

Further, political leaders appear to 
bandy about expressions like ‘anti- 
national’ merely to suit their immediate 
tactical objectives. The West Bengal chief 
minister, Jyoii Basu, kept on characteris¬ 
ing the GNLF agitation and its leader 
Subash Ghisingh as ‘anti-national’ for 
over a year at the beginning of the troubles 
in the hills, but of late has been more 
circumspect in his utterances. It looks as 
if an inconvenient political formation, 
becomes ipsu facto anti-national, but 
one’s polemical sights are readjusted when 
there are signs of an accommodation. 1'he 
most notable instance is of course that of 
the Mizo National Front; patience, 
political sophistication and some conces¬ 
sions have now made Laldcnga utter 
homilies on national integration from the 
parade ground in Aizawl which had been 
besieged by his men a little over twenty 
years ago. May one expect a little more 
patience and wisdom from the union 
home minister—in the ‘national interest’? 

LEFT PARTIES 

What Next? 

THE massive Left rally in Delhi on 
December 9—the first of its kind and the 
largest gathering ever mobilised by any 
political party in the capital till now—is 
a shot in the arm of the Indian Left move- 
tpent. But it is also a challenge to the Left 
leaders. Where do they go from here? 

The major demands around which the 
rally was held can provide a common plat¬ 
form • for the opposition parties. The 
resignation of Rajiv Gandhi and a mid¬ 
term poll, along with socio-economic 
demands like drought and flood relief, 
steps to curb price rise, provision of 


minimum.wages, putting down of separa¬ 
tist and communal forces, end to oppres¬ 
sion of women and weaker sections, intro¬ 
duction of electoral reforms, restructur¬ 
ing of centre-state relations—all these 
should be acceptable to the non-com¬ 
munist opposition parties, which are 
described as ‘secular and democratic 
forces’ by the communists who want to 
exclude the BJP, Muslim League and the 
other various religious and communal 
groups from a united front. 

As a first step, the Left plans to organise 
a ‘Bharat Bandh’. But it cannot be an 
indefinite bandh that would paralyse the 
economy and administration forcing Rajiv 
to resign. Such a programme would in¬ 
volve a massive co-ordination on the trade 
union front all over India—a poiisibility 
yet to be realised. With the rumpus over 
the Bofors-Fairfax .scandal getting fainter 
and fainter now, there does not seem to 
be any chance of the opposition turning 
the tables on Rajiv again in parliament. 
Both the Left and the non-communist 
opposition parties are left with the streets 
and the ‘maidans’. Although V P Singh 
is still drawing crowds, in the absence of 
concrete programmes, the repetition of the 
same allegations may soon wear off the 
euphoria of popular support. 

In .such a situation, if the Ijcft can come 
up with a viable operative programme, or 
a series of mounting actions within a well- 
defined strategy, it can change the balance 
of forces in its favour. Jyoti Basu sounded 
confident at the Delhi rally when he 
claimed that with its achievements in 
Kerala, West Bengal and Tripura, the l>eft 
could now prove its worth if voted to 
power at the centre. He felt that even the 
Hindi belt was also now looking for a 
change in leadership. 

It is true that there is a general desire 
for a change in leadership given the all 
round frustration with the established 
political parties—whether the Congress(I) 
or the various opposition parties. The Left 
parties have a comparatively better image 
as non-communal, non-castcist and pro- 
poor forces. But they are yet to make their 
presence felt in the vast Flindi belt as well 
as in the west. Here they may have to go 
along, for quite some time at least, with 
the various parties and leaders who are 
thoroughly unreliable as far as their 
secular or democratic commitments are 
concerned. A Devi Lai or a Bahuguna 
cannot be trusted as firm alliets, given their 
past record. Even in the south, the Left 
will have to go a long way to edge out 
NTR frbm the Andhra Pradesh political 
scene which at one time used to be a com¬ 
munist stronghold. In the meantime 
Telegu Desam will probably continue to 
be treated as a ‘secular and democratic’ 
ally by the CP1<M), in spite of misgivings 
openly expressed by the CPI. 

This.brings us to another disquieting 
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developitaent which if not checked, may' 
damage (he image of the Left. Differences 
among the Left parties are often taking 
ugly forms. In Andhra Pradesh, the 
CPI(M) is openly attacking the CPI for 
launching a campaign against NTR’s cor¬ 
rupt government. To be able to have NTR 
as an ally, the CPl(M) seems to be ready 
to pay the price of remaining a silent 
observer to his nepotism and repressive 
measures. In Kerala again, clashes bet¬ 
ween CPI and CPI(M) activists have tarni¬ 
shed the image of the ruling l^ft Demo¬ 
cratic Front. In West Bengal, the Forward 
Bloc (a constituent of the Left Front there), 
is getting embroiled in clashes with the 
CPl(M) in its attempt to wrest as many 
seats as possible from the CPI(M) in the 
coming ‘panchayat’ elections. If the Left 
parties want to emerge as a national 
force—a necessity in the present situation 
—their leaders must see to it that they 
remain united at the grassroots level in the 
states. 

DARJEELING 

New Phase of 
Gorkhaland Movement 

SUBASH GHISINGH can no longer take 
advantage of the differences between the 
centre and the West Bengal government 
on the Gorkha nationality problem. For 
presently there are virtually no differences 
between the centre and the state govern¬ 
ment on how to deal with the Gorkha 
National Liberation Front (CiNl.F). The 
union home minister Buia Singh tind the 
West Bengal chief minister Jyoti Basu 
have made it clear that there was no ques¬ 
tion of extending the territorial jurisdic¬ 
tion of the proposed Darjeeling Hill 
Development Council and of changing its 
nomenclat.ire to include the cxprcs.sion 
‘Gorkhaland’. 

According to the state government, the 
GNLF’s earlier demand that the sub¬ 
divisions of Darjeeling, Kurseong and 
Kalimpong constitute the proposed Hill 
Development Council 'was accepted and 
the details of the structure, composition 
and powers of the proposed council were 
formulated and conveyed to the centre to 
form the basis of talks with the GNLF. 
But the GNLF wenf back on its earlier 
commitment and submitted a 12-point 
memorandum to the union home minister 
on October 22 in which, in addition to a 
demand for more powers to the proposed 
council, it included the demand for an 
extension of its territorial jurisdiction to 
include parts of the Dooars areas of 
Jalpaiguri and a part of, Siliguri sub¬ 
division. According to the state govern¬ 
ment neither did these areas have a 
mtgority of Nepali speaking people nor 
was there geographical contiguity to the 
hill sub-divisions. Thus, there was no basis 


for this demand and hence it could not 
be conceded. Regarding the demand that 
the proposed hill council be named the 
Gorkhaland Hill Council, the state 
government felt that it would amount to 
an implicit recognition of the demand for 
statehood and division of West Bengal 
and so it could not be conceded. 

In a major development on December 8 
the GNLF and iti frontal organisations 
decided not to “compromise on the 
nomenclature of the hill development 
council and the demand for inclusion of 
parts of Siliguri and the Dooars in the 
council”. Just.the day before. Subash 
Ghisingh was planning to send a GNLF 
delegation to New Delhi to conclude the 
talks on the hill council. But now he said 
that “since my partymen and the common 
Gorkhas are not willing to accept the 
council without the name of Gorkhaland 
and without parts of Siliguri and Dooars, 
1 have no alternative .but to reject the 
offer”. 

Ghisingh’s hand has been forced by the 
hardliners in the Front who have now 
stepped up their militant activity to gain 
control of the organisation. One wonders 
whether the pre.sent militancy marks a new 
phase of the movement. Clearly, Ghisingh 
has yielded to the pressure of the mili¬ 
tants. Meanwhile, Jyoti Basu has reimpo- 
sed the Anti-Terrorist Act to deal with the 
situation. The Act had been withdrawn 
some lime back when the GNLF came to 
the MCgoiiating table. It is indeed para¬ 
doxical that an avowedly Marxist govern- 
iticnt should suspend democratic rights to 
deal with its political opponent.s. 

CENTRAL AMERICA 

Peace Plan's Progress 

IT is more than four months since the 
signing of the Central American peace 
plan. The time-table may have slipped 
somewhat—the November 5 deadline for 
ceasefire in all the countries has not been 
kept. But on dhe whole the agreement 
appears to be succeeding in its objective 
of forging a regional commitment to bring 
about greater stability. 

In keeping with one of the provi.sions 
of the peace plan which required govern¬ 
ments to guarantee “full freedom for 
television, radio and the press”, Nicaragua 
ha.s lifted the ban on the publication of 
the opposition la Prensa which had been 
closed down for 15 months. The San- 
dinistas have also allowed the operation 
of Radio Catoiica since October 2. 
Following this, Daniel Ortega announced 
that the emergency which had been im¬ 
posed in March 1982 would also be lifted. 
Soon after the meeting of the foreign 
ministers of the five countries who signed 
the agreement in October, Ortega announ¬ 
ced that new amnesty laws were to be 


passed in Nicaragua releasing about a 
thousand political prisoners, excluding of 
course former Samoza guardsmen. The 
government also declared four regions of 
the country to be neutral zones, sending 
peace commissions to persuade the Con¬ 
tras to lay down arms. It even reversed its 
earlier position of refusing to begin talks 
with the US-backed rebels by appointing 
Cardinal Miguel Obando, archbishop of 
Managua and a strong critic of the San- 
dinistas, as mediator and the head of the 
National Reconciliation Commission. The 
commission comprises the vice-president 
Sergio Ramirez on behalf of the govern¬ 
ment, Mauricro Diaz of the Popular 
Social Christian Party for the opposition 
as well as a leading protestant churchman 
as a non-political representative. It is 
obvious that Nicaragua is serious and 
determined to rapidly fulfil the require¬ 
ments of the Arias plan, but whether it 
will be allowed to do so is quite another 
matter. Ortega has.repeatedly staled while 
the Sandinistas are committed to “total 
party political pluralism”, they will not 
allow the gains of the revolution to be 
eroded, in any case the country is not 
obliged to push through further democra¬ 
tic reforms unless the US simultaneously 
suspends aid to the Contras. 

There is not much indication that the 
Reagan admiiiisiiatiun is keen on dis¬ 
sociating itself ♦rom the ‘freedom fighters’ 
under its pioiection. Piesideiii Reagan 
performed what has been ternied a lur- 
nalxiul recently at the meeting of loieign 
ministers of the .11 nation Organisation of 
American States when he announced that 
he was willing to hold high-level talks w ith 
the Sandinistas as soon as they opened 
indirect discussions with the Contras. This 
is certainly quite a change from Reagan's 
earlier .stand that the Central American 
peace plan wasT’fatally flawed’. However, 
the administration ha.s promised not to 
seek push through $ 270 million military 
aid bill “until next year”, which could be 
as early as January. 

In the meanwhile, El Salvador too has 
taken several steps to implement the 
Guatemala agreement. It has declared 
unilateral ceaseFtre and released 500 
political prisoners. This has prompted the 
return of the self-exiled leaders of the left 
movement, Reuben Zamora and Guillermo 
Ungo of the Democratic Revolutionary 
Front (FDR) the political ally of the 
Faribundo Marti Liberation Front 
(FMLF), the umbrella organisation of five 
rebel groups, accompanied by observers 
from Europe and Latin America to parti¬ 
cipate in talks with president Jose Duarte. 
However, this has also heightened tensions 
in the country, especially after the Duarte 
government began to pul together the case 
against the head of the ultra-rightist 
Republican Nationalist Alliance in con¬ 
nection .with the murder of civil right 
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champion Archbishop Romero in 1980. 

In sum, (here are innumerable reasons 
why ihc agreement could disimegrate. But 
equally it would appear that there arc other 


BUSINESS 


NEW ISSUES MARKET 

In Poor Shape 

IT is an ironic coincidence that Dalai 
Street struck a new low for the year on 
December 10. the day the RBI governor, 
R N Malhotra, visited the exchange—said 
to have been the first-ever visit by a 
• governor of the Reserve Bank to any stock 
exchange in the country. In this address 
to the governing body of the exchange, 
Malhotra made quite a few observations 
which need mention and call for com¬ 
ment. He said that the current trends on 
the stock markets were “quite peculiar” 
and “out of tune with the actual situa¬ 
tion”; the market was depressed while the 
economy displayed many positive signs, 
particularly in the industrial sector. The 
working results of companies currently 
available were better than those of the 
previous year in about 75 per cent of the 
cases and despite the drought industrial 
production was expected to grow at about 
7 per cent in the current year. 

Referring to equity prices, he said that 
the “fluctuations in the prices of shares 
were rather too wide due to speculative 
pressures and it behoved the stock ex¬ 
change authorities to ensure that these 
fluctuations were confined to reasonable 
levels in the interest of sustaining investor 
interest in equities”. Further, the opera¬ 
tions on the floor of the exchanges need¬ 
ed better supervision to ensure the recor¬ 
ding of correct prices. Malhotra |aid that 
he felt sore over the manner in which some 
of the companies entered the capital 
market during the boom period and 
whose shares were not easily tradeable. He 
called for the stiffening of the listing 
guidelines and for empowering the stock 
exchange authorities to scrutinise the 
listing applications from the point of view 
of safeguarding the interest of the 
investors. 

One might not have taken any serious 
notice if a person not so very knowledge¬ 
able as the RBI governor had made such 
observations. Malhotra’s contention about 
the current trends on the stock markets 
being ‘out of tune’ with the actual situa¬ 
tion is based on the highly questionable 
premise that the actual situation warrants 
an optimistic assessment of the economy. 
^JHe had himself stated three days earlier 
' at the Indian Merchants Chamber that the 


socicHieonomic masons which necessitate 
regionid co-operation in Central America 
and which will see to the survival of the 
Guatemala agreement. 


state of the country’s economy was not as 
good as it was last year but it was also not 
as bad as many had feared it would be. 
While there has been no dearth of official 
statements exuding optimism, economic 
pundits outside the government have 
always held a very different view bemoan¬ 
ing that there was little awareness of the 
deep crisis underlying the Indian 
economy. 

The RBI chief could not possibly be 
unaware of what the union finance 
minister N D I'iwari had told the parlia¬ 
mentary consultative committee attached 
to his ministry on December 9 that the 
situation facing the government was tur¬ 
ning out to be far more serious than what 
it had portrayed earlier. Tiwari had stated 
that the fall in rural purchasing power and 
the decline in supply of some agricultural 
raw materials in the wake of the severe 
drought would undoubtedly have a slow¬ 
ing effect on industrial growth and that 
the adverse consequences on production 
could hit govcri>ment revenues and thus 
strain the fiscal situation. Only a few days 
earlier Tiwari had expressed government’s 
serious concern over the external pay¬ 
ments situation and also stated that some 
industrial sectors experienced difficulties 
because of demand and other constraints. 

Indeed, only those who are either col¬ 
our blind or keep their eyes shut can fail 
to notice the many red signals on the 
economic horizon. It is not really the 
stock market trends which are ‘out of 
tune’ but the RBI chiefs own assessment 
of the economic situation which is ‘out of 
tune’ with the basic economic realities. 
The stock exchange fraternity is by no 
means unaware of the apparently reassur¬ 
ing trends in industrial production—the 
provisional figures released by the CSO 
indicate an increase of 12.6 per cent in the 
index during the first four months of the 
current financial year—but it knows it too 
well that much of the increase is ac¬ 
counted for by the growth under new en¬ 
trants and new products incorporated in 
the new index and these are not of much 
relevance from the stock market angle. 
The overall performance of the companies 
listed in the stock exchanges is not all that 
enouraging with margins coming under 
increasing pressure. Out of the 70 shares 
in the ‘specified’ list less than a dozen 
shares offer a gross yield of more than 


6 per cent. 

What is one to make of the RBI gover* 
nor’s as.sessment that the “rather too 
wide” fluctuations in the prices.of shans 
were due to “speculative pressures’? For¬ 
ward trading came to be banned in March 
1987 and drastic curbs were placed on 
trading in shares in the ‘speciHed’ list. In 
response to strong protests from the stock¬ 
broking community seeking relaxation of 
curbs the Dave committee was set up to 
go into the “current system of restrictions/ 
regulations on trading”. Relaxation of 
curbs on trading in ‘specified’ scrips 
stipulated by the Dave committee under 
phase I came into effect on October 22. 
In view of the marked shrinkage in tur¬ 
nover, the stockbroking fraternity has 
been agitating for doing away with the 
existing curbs and the authorities have still 
to take a decision on the introduction of 
phase 11 recommended by the Dave com¬ 
mittee. In the circumstance.s, wide fluctua¬ 
tions in share prices can scarcely be at¬ 
tributed to ‘speculative pressures’. That 
speculative activity is by no means con¬ 
fined to ‘specified’ shares may, however, 
be readily conceded. Asking the stock ex¬ 
change authorities to ensure that fluctua¬ 
tions are confined to reasonable levels 
sounds quite plausible but there is no way 
of defining ‘reasonable levels’. The autho¬ 
rities should be concerned with ensuring 
solvency and liquidity of the market rather 
than aiming at restricting fluctuations 
within the so-called ‘reasonable levels'. 

Addressing the 40th meeting of the 
small scale industries board in New Delhi 
on December 12, the union industry 
minister J Vengala Rao stated that “the 
capital market and investment climate is 
buoyant” and “financial institutions are 
responding favourably to the needs of the 
industry”. To support his contention he 
referred to the 12.6 per cent industrial 
growth during April to July compared to 
last year’s corresponding ftgure of 6.6 per 
cent and to the issue this year so far of 
700 letters of intent, 400 licences, about 
750 foreign collaboration approvals and 
3,750 registrations under the exempted 
and delicensed sector. It is naive to inter¬ 
pret the figures of letters of intent, licences 
and foreign collaboration approvals as in¬ 
dicative of the buoyancy in the capital 
market or in the investment climate. 

The industry minister’s assessment 
betrays gross ignorance of the state of the 
capital market which has of late been 
greatly worrying the union finance 
ministry. The new issue market is indeed 
in very bad shape. On a very rough 
reckoning, about 55 per cent of the issues 
have flopped miserably this year and some 
32 per cent of the issues have barely 
scraped through. The number of success- 



ful UnuS'iuo'beert very small. Quite a few 
compai^ are reported to have postponed 
thdr issues. In tlw absence of an adequate 
institutionai framework which can take 
full care of the financial requirements of 
not-so-well-known and new entrepreneurs 
with sound projects, public response to 
new issues will be guided mainly by the 
state of the secondary market which is 
extremely depressed at present. 

Equity price indices have continued to 
drift lower and the decline has occurred 
despite massive institutional support'from 
time to time. Purchases effected by institu¬ 
tional investors from the secondary 
market since the last union budget are said 
to be of the order of about Rs 250 crore. 
The UTl alone is reported to have pur¬ 
chased securities during the current year 
(July to November 1987) worth about 
Rs 100 crore. According to the UTI chair¬ 
man M J Phcrwani, the Trust along with 
other financial institutions will continue 
to be in the market in the same way as it 
has been doing all these years. He said 
that the “worst was over and investors 
could look forward to an upturn in the 
capital market". He, however, cautioned 
that investors should not be obsessed with 
the short-term gains. How long the cur¬ 
rent bear phase might last is anybody’s 
guess. Union finance minister Tiwari .said 
in Bangalore that the government was 
“determined to do everything that is pos¬ 
sible to reverse the decline and improve the 
prospects of major industries which had 
some basic problems arising out of the 
present status of the market”. Tiwari said 
that while he was currently in no position 
to say anything specific, "we would aim 
at growth with stability and full safe¬ 
guards for investors” through liberal and 
pragmatic policies. How the finance 
minister is going to translate his statement 
of intentions'into a concrete action pro¬ 
gramme with the aid of fiscal policy, time 
alone can tell. 

DRUG PRICES 

In a Strait-Jacket 

WHEN the government issued the new 
DPCO in August after numerous false 
starts, it afforded one faint ray of hope 
that its expeditious implementation would 
bring about some changes, even if super¬ 
ficial, in the drug pattern in the country. 
Unfortunately even that hope seems to 
have been belied. After nearly four 
months it has still to effect changes in the 
prices of drugs in the two controlled 
categories. 

Apparently the government, after 
waiting in vain for industry to apply for 
revision in MAPE, as stipulated in the nw 
DPCO, was forced to announce the price 


reduction in 46 drug formulations. The in¬ 
dustry is reluctant to seek price revisions 
which it feels have been introduced in a 
piecemeal manner. In this connection the 
issue of trade margins has become a bone 
of contention between industry and trade. 
The Kelkar Committee had refrained from 
setting trade margins and had left it to 
industry and trade to work them out 
suitably. The government, however, ignor¬ 
ing the committe;’s stand, hiked the retail 
margin to l7 and 15 per cent respectively 
for ethical and non-ethical drugs in the 
price controlled category and the whole¬ 
salers’ margin to 3 per cent. This gave 
ample room for all concerned—retailers, 
wholesalers and the industry—to stall the 
implementation of the DPCO. The indus¬ 
try has argued that it cannot accept the 
new price revisions because this would 
reduce profit margins severely. The new 
MAPE does not take into account the real 
input costs of bulk drugs which have risen 
since they were last defined. Industry 
would actually be paying a comulative 2.3 
and 21 per cent respectively for prescrip¬ 
tion and OTC drugs to trade. The whole¬ 
salers on the other hand have refused to 
accept the small increase they have been 
offered. Ironically, the government has 
referred the matter to be adjudicated by 
the Kelkar Committee which in the first 
place had refrained from setting trade 
margins. It is hard to believe that the 
government could have been so naive as 
to assume that it could get away with 
setting trade margins of this arbitrary sort. 
It is an issue which has in the past tied 
the drug market in knots. The drug trade 
in India is almost as influential a lobby 
as the industry and has in the past paraly¬ 
sed the industry. This is notwithstanding 
its occasional and probably expedient sup¬ 
port of rational drugs and several other 
demands of the drug movement. 

The government’s other move of revis¬ 
ing downward the prices of 20 formula¬ 
tions most of which are of paracetamol 
and ethambutol, two widely used drugs, 
represents yet another piecemeal ap¬ 
proach. The ihdustry has.demanded that 
ceiling prices of bulk drugs be fixed first. 
While obviously it is a valid demand, this 
is not sufficient icason for industry to 
refuse to implement the price revisions. 
In the meanwhile there is speculation that 
this price revision may be only an empty 
gesture so that the government appears to 
be serious about implementing the DPCO. 
Because the revision in bulk prices is hard¬ 
ly likely to be downwards and this would 
make the newly announced price reduc¬ 
tions on formulations somewhat irrational 
from the industry’s point of view. 

Thus either by sheer ineptitude or by 
design the government has placed itself in 
a strait-jacket unable to move towards 
implementation of the DPCO. 


TWENTY YEARS AGO 

EPW, December 23, 1967 

Once again, as frequently in the past, the 
t7-membcr disarmament conference has ad¬ 
journed after expressing pious hopes that it 
may be possible to present a complete draft 
treaty for preventing the spread of nuciear 
weapons at the next session. The stumbling 
block is the clause setting out the procedure 
for inspection by the international Atomic 
Hnergy Agency to ensure that nuclear 
explosives are not manufactured secretly at 
various power reactors... There is dis¬ 
agreement. .. on what is meant by non¬ 
proliferation. The British view is that it simply 
means preventing those states which do not 
have nuclear weapons at present from making 
them in future... The Indian view is that non¬ 
proliferation includes an embargo on the 
manufacture of nuclear weapons by any coun¬ 
try. .. Meanwhile the Big Powers continue to 
strengthen their nuclear armoury. The United 
States, for example, is developing a space 
vehicle that could drop nuclear bombs on city 
after city as it flies over enemy territory. It is 
called MIRV (Multiple Independent Re-entry 
Vehicle) and its potentialities for destruction 
are immense... i' is claimed that the Russians 
already have the Fractional Orbital Bombing 
System (FOBS), a space bomb with a low sub¬ 
orbital flight and should that not be countered 
by something equally lethal? ... Japan tears 
China's growing strength and it is now an 
acknowledged fact that Peking's ICBMs will 
be operational by 1972. 

Hindi enthusiasts do not seem to realise it 
but by successfully pressing the government 
to amend the Language Policy Resolution, 
making knowledge of either English or Hindi 
compulsory for entry into the central govern¬ 
ment service, they have made the transition to 
Hindi as the sole official language mote dif¬ 
ficult ... Along with giving a shot in the arm 
to the position of English in the non-Hindi 
states, this short-sighted move wilt also streng¬ 
then the opposition of all these states to Hindi 
.. .The suffeiers in the bargain are the regional 
languages... so long as an English education 
remains the kqy which opens the doors to 
economic opportunities b^ond the reach of 
those educated through the mother-tongue, 
students will continue to reach out for it. 

* * * 

Within five years of the close of the Nehru 
era, the practically uninterrupted rule of the 
Congress party over the whole country has 
come to an end. Yet, the most persistent critics 
of the Congress have been caught unprepared 
for moving into the power vacuum. Freed from 
the unifying force of single party rule; what 
will be the shape of Indian unity? What is the 
meaning of the Constitutional injunction of 
secularism when the official apparatus in many 
states falls into the hands of parties which ate 
committed to a Hindu Rashtra? Is a radical 
alternative to the Congress possible within the 
rule of law or, must the elaborate parapher¬ 
nalia of democracy produce always a choice 
between tweedledum and tweedledeC? And 
given rate by different patties at the centre and 
in the states, are we prorated to accept the logic 
of autonomous states envisaged in the con¬ 
stitution even if it means the emergence of a 
loose federation with different economic and 
political patterns and maybe legal systems? 
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STATISTICS 


Variation (per cent) 


Index Numbers of Wholesale Prices 

Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weights 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(21-11-87) 

Month 

Year 

28, 1987 

86-87** 

85-86** 

84-85 

83-84 

All Commodities 

1000 

411.1 

0.5 

8.4 

8.7 

4.8 

5.8 

7.1 

9.5 

Primary Articles 

417 

393.5 

1.1 

11.4 

13.4 

5.7 

2.1 

4.8 

11.0 

Food Articles 

298 

376.4 

0.8 

10.1 

10.3 

7.2 

7.9 

jS.4 

13.5 

Non-food Articles 

106 

402.5 

2.1 

31.2 

25.9 

6.7 

-10.3 

-2.3 

15.1 

Fuel, Power, Light and loibricants 

85 

636.1 

0.3 

2.7 

1.6 

6.7 

11.9 

2.6 

7.6 

Manufactured Products 

499 

387.6 

— 

7.6 

7.0 

4.7 

7.2 

6.0 

8.7 






Variation (per cent) 



Coat of Living Index 


Latest 

(iver 

Over 

Over 






Base 

Month 

Last 

last 

March 

III 

In 

In 

In 




Month 

Year 

1987 

86-87 

85-86 

84-85 

83-84 

For industrial Workers 

1960 = 100 

745» 

1.2 

10.2 

8.6 

8.7 

6.5 

6.4 

12.6 

For Urban Non-Manual Employees 

60-100 

674'* 

0.6 

9.6 

7.8 

7.3 

7.9 

8.1 

10.3 

For Agricultural Labourers 

July 60 to 

621" 

2.8 

7.8 

8.4 

4.8 

4.8 

0.2 

11.4 

June 61 - 100 














Variation (per cent in brackets) 



Money and Banking 


Latest 

OVM 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(20-11-87) 

Month 

Year 

27, 1987 

86-87 * '■ 

85-86 * * 

84-85 

83-84 

Money Supply (M.) 

Rs crore 

1,53,257 

1,755 

21,924 

12,652 

21,627 

14,423 

16,058 

13,031 




(1.2) 

(16.7) 

(9.0) 

(18.3) 

(13.9) 

(18.7) 

(17.9) 

Net Bank Credit to Government Sector 

Rs crore 

81,205 

1,267 

12,716 

9,907 

12,822 

6,555 

8,445 

5,7.57 

Bank Credit to Commercial Sector 

Rs crore 

97,284 

83 

10,694 

4,138 

10,576 

10,963 

10,809 

8,830 

Net Foreign Exch Assets of Ranking Sector Rs crore 

4,554 

169 

1,000 

171 

1,251 

13 

1,419 

104 

Deposit of Scheduled Commercial Banks 

Rs crore 

1,12,001 

1,624 

16,312 

9,257 

16,723 

13,160 

11,519 

8,550 




(1.5) 

(17.0) 

(9.0) 

(19.6) 

(18.2) 

(19 0) 

(16.4) 

Foreign Exchange Assets** 

Rs crore 

6,713 

-7 

5 

-905 

604 

197 

1,319 

1,233 







(8.6) 

(0.8) 

(24.0) 

(28.9) 

Index Numbera of Industrial 

Weights 

Latest 

Average of 






Production 


Month 

Months* 


Variation (per cem) 


(1970 - 100) 





In 

In 

in 

hi 

In 




1986 

1985 

1986 ‘ * 

1985* + 

1984 

1983 

1982 

General index 

100.00 

222.0“> 

217.5 

204.4 

6.1 

6.4 

6.6 

4.2 

4.5 

Basic Industries 

33.23 

288.7'“ 

272.6 

250.9 

7.7 

8.7 

10.8 

5.5 

8.0 

Capital Goods Industries 

14.98 

235.1'“ 

231.0 

224.1 

2.4 

3.1 

6.6 

5.3 

-0.9 

Intermediate Goods Industries 

21.33 

187.1'“ 

187.7 

179.2 

6.0 

4.7 

6.1 

6.8 

I 9 

Consumer Goods Industries 

.30.46 

174.4'“ 

173.1 

161.9 

5.3 

6.9 

2.6 

0.6 

5.8 

Durable Goods 

3.81 

303.1'“ 

286.7 

246.3 

14.0 

17.4 

17.8 

1.0 

3.6 

Non-Durable Goods 

26.65 

156.0'“ 

156.9 

150.1 

3.4 

4.5 

0.2 

0.5 

6.5 

Foreign Trade 

Unit 

latest 

Cumulative for* 








Month 

« . 









(Sep 87) 

1987-88 

1986-87 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 

Exports 

Rs crore 

1,341 

7,411 

5,959 

12,550 

11,012 

11,855 

9,872 

8,908 






(14.0) 

(-7.1) 

(20.0) 

(10.8) 

(14.2) 

imports 

Rs crore 

1,933 

10,399 

9,562 

20,063 

19,766 

17,173 

15,763 

14,356 






(1.5) 

(15.1) 

(8.9) 

(9.8) 

(5.0) 

Balance of Trade 

Rs crore 

-592 

-2,988 

•3,603 

-7,513 

- 8,754 

5,318 

-5,891 

-5,448 

Employment Exchange Statistics 

Unit 

Late.st 

Cumulative for* 








Month 










(June 87) 

1987 

1986 

1986 

1985 

1984 

1983 

1982 

Number of Applicants on Live Registers 

Thousand 

30,525 

.30,525 

27,812 

30,131 

26,270 

24,861 

23,034 

19,753 

(as at end of period) 





(10.9) 

(6.0) 

(7.9) 

(16.6) 

(10.7) 

Number of Registrations 

Thousand 

670 

2,656 

2,396 

5,473 

5,824 

6,220 

6,756 

5,862 






(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

(-6.6) 

Number of Vacancies Notified 

Thousand 

50 

317 

298 

616 

683 

707 

827 

820 






(-10.0) 

(- 3.4) 

(-15.5) 

(0.9) 

(-8.4) 

Number of Placements 

Thousand 

32 

180 

182 

356 

388 

407 

486 

474 






(-8.2) 

(-4.7) 

(- 16.3) 

(2.5) 

(-6.1) 

Income 

Unit 

1985 86” 

1984-85” 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

Gross Domestic Product (current prices) 

Rs crore 

2,15,024 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,13,548 

95,358 

87,214 

Gross Domestic Product (1970-71 prices) 

Rs crore 

64,988 

61,838 

59,541 

55,068 

53,470 

50,623 

47,191 

49,619 

Per Capita Income (1970-71 prices) 

Rupees 

798 

775 

764 

721 

720 

698 

664 

717 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

+ Upto latest month for which data are available. 

Provisional data. 

HK (I) Superscript numeral denotes month to which .figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


MUKAND IRON AND STEEL 

Rising Cost of Inputs 

MUKAND IRON AND STEEL WORKS 
has implemented the first phase of ifloder- 
nisation-cum>expansion programme of 
steel making capacity with the commis¬ 
sioning of the UHP (ultra high power) 
furnace. The rapid melting and energy 
saving technology used in this furnace is 
expected to make steel making more cost- 
effective and help the company achieve a 
quantum leap in the area of high quality 
special and alloy steel. The second phase 
of the programme is expected to be cem- 
plcted in the new two years. Total output 
of the steel plant during 19S6-87 was 
higher at 2.02,174 tonnes as against 
1,84,871 tonnes in the presittus year. The 
company has emerged as the largest pro¬ 
ducer of stainless steel in the cotintry with 
an output of 30,860 tonnes against 25,650 
tonnes previously. Production of steel 
casting.s was 13,688 tonnes against 8,431 
tonnes. It could have been higher but for 


a lean period in April and May last on ac¬ 
count of interruption in the flow of orders 
from Indian railways. The company sup¬ 
plied 4,037 Casnub bogies and 8,460 cen¬ 
tre buffer couplers to the railways and 206 
Amsted bogies to wagon builders in¬ 
cluding 34 bogies for export to Uganda. 
Sales value of the machine building divi¬ 
sion’s production was Rs 21.6 crore against 
Rs 22 crore previously. Value of contracts 
executed was lower at Rs 1.6 crore against 
Rs 2.3 crore due to delay in releases of 
orders and work-fronts by clients. But the 
division has secured orders worth Rs 6.6 
crorc including a prestigious order of Rs 4 
crore from the Kakrapara Atomic Power 
project. 

The company's financial perlotmance 
during the year has been impressive with 
gross profit expanding from previous 
year’s Rs 10.29 crore to Rs 16.23 crore 
following rise in turnover from Rs 10.29 
crorc to Rs 16.23 crore. These figures show 
a fair increase in profit margins. Net pro¬ 
fit is Rs 7.99 crore (Rs 5.08 crorc). Divi¬ 


The Week's (k)inpanies (Rs Lakh) 



Mukund Iron 

Stmdaram Clayton 

Pond’s 

India 


latcsi Year 

last Year 

Ijiti'si Year 

Last Year 

Latest Year 

last Year 


30-ft-87 

30 6 86 

31-5 87 

31-5-86 

30-6-87 

30-6-86 

Paid-up Capital 

982 

982 

569 

569 

294 

294 

Reserves 

6.394 

6029 

2400 

1996 

1153 

910 

Borrowings 

6991 

6533 

1723 

1187 

302 

402 

of which Itrm Borrowings 

2004 

1985 

323 

273 

— 

_ 

Gross fixed assets 

13892 

12315 

4366 

3792 

1341 

1126 

Net fixed assets 

10356 

10540 

2772 

2456 

1176 

1012 

Investments 

92 

92 

270 

269 

37 

36 

Current liabilities 

6833 

6317 

2541 

1835 

1558 

1114 

Current assets 

10752 

9228 

4172 

2825 

2429 

1670 

Stocks , 

6187 

5180 

1606 

1372 

842 

618 

Book debts 

2733 

2370 

1467 

8.32 

567 

411 

Net sales 

25217 

21418 

10731 

8906 

5889 

5246 

Other income 

230 

186 

113 

100 

49 

34 

Raw material costs 

9782 

9236 

6472 

5294 

3162 

3237 

Wages 

1830 

1655 

856 

722 

365 

315 

Interest 

1172 

1064 

292 

204 

120 

106 

Gross profit (-(.)/loss (- ) 

1623 

1029 

1126 

1010 

458 

398 

Depreciation provision 

681 

521 

316 

233 

52 

46 

Thx Provision 

143 

— 

170 

215 

45 

34 

Net profit (-f)/loss(-) 

799 

508 

640 

562 

361 

318 

Investment allowance reserve 

732 

— 

75 

68 

— 

_ 

Hansfer to reserves 


361 

337 

352 

243 

237 

Dividend 







Amount P 

— 

— 

_ 



_ 

E 

177 

147 

_228 

142 

118 

81 

, Rate (per cent) P 

— 

— 


__ 

— 

-- 

E 

18 

15 

40 

25 

40 

28 

Cover (times) 

4.51 

3.45 

2.80 

3.96 

3.06 

3.93 

Ratios (per cent) 







Gross profit/sales 

6.43 

4.80 

10.49 

11.34 

7.77 

7.59 

Net profit/CBpital employed 

31.84 

26.75 

21.55 

21.91 

24.95 

36.41 

Inventories/sales 

24.45 

24.18 

14.97 

15.40 

14.29 

11.78 

Wigrs/sales 

• 7.25 

7.72 

7.98 

8.11 

6.19 

6.00 


dend has been stepped up from IS per cent 
to 18 per cent and is covered 4,51 times 
by earnings as against 3.45 times 
previously. 

The directors say in their report that the 
market for steel products remained dep¬ 
ressed and stagnant during the year with 
all segments of the market facing acute 
resource constraints. Rising costs of major 
inputs have led to steady erosion of 
margins on steel products of the electric 
arc furnace industry in the past two years. 
'1 he industry has pleaded with the govern¬ 
ment to neutralise, if only partially, such 
cost escalation by abolishing import duty 
on basic raw materials like melting scrap 
and by substantially lowering the penal 
tale of import duty on other major inputs 
like refractories. The marginal reduction 
in import duties on scrap, sponge iron 
and hot briquetted iron announced in 
December last year is far short of the 
assistance needed and expected. There is 
also a clear case for a special tariff for the 
electric arc furnace industry for which 
electricity is not mere motive power for 
equipment but a major input. Metallurgi¬ 
cal and Fnginceiing Consultants (India), 
consultants foi the company’s joint sec- 
101 project tor manufacture of hot rolled 
steel strips has advised that the capacity 
of 40,000 tonnes originally envisaged 
needs lo be enhanced in the interest of 
viability. The State Industrial and In¬ 
vestment Corporation of Maharashtra 
(SICOM) has submitted the necessary ap¬ 
plication for industrial licence for a 
capacity of 2,00,000 tonnes. 

SUNDARAM-CT AYTON 

New Subsidiaries 

SUNDARAM-CLAYTON has fared so 
well during 1986-87 that the board has not 
only stepped up total dividend by 15 
points to 40 per cent but also recommend¬ 
ed issue of bonus shares on a two-for- 
three ba.sis. With increase in sales from 
Rs 89.06 crore in the previous year to 
Rs 107.31 crore, the company has earned 
a gross profit of Rs 11.26 crore against 
Rs 10.10 crore. Net profit is up from 
Rs 5.62 crore to Rs 6.40 crore and the 
enhanced distribution is covered 2.80 
times by earnings as against 3.96 times 
previously. The railway products division’s 
sales increased by 143 per cent and those 
of the moped division b> 20 per cent, but 
there was a marginal decline in sales of 
the brakes division. 

The company has sold the plant, machi¬ 
nery and current assets of the moped divi¬ 
sion to TVS-Su/uki on September 1 last. 
The industrial pneumatic division has 
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commenced commercial production of 
certain devices for industrial applications 
in collaboration with WABCO of West 
Qermany. The company has received a let¬ 
ter of intent for the manufacture of micro- 
procesiior controlled and electronic train 
control systems/sub-systems for an annual 
value of Rs 25 crore. Negotiations arc 
being held with Union Switch and Signal 
division of American Standard (USA), 
one of the world leaders in the field, foi 
the implementation of the letter of intent. 
The products when finalised will be 
manufactured in the railway products 
division at Hosur. 

The letters of intent received for the 
manufacture of uninterruptible and 
switch mode power supply systems and 
computer peripherals are being transferred 
to TVS Electronics, a new company 
formed to implement these projects. 
Technical collaborations with Elgar Elec¬ 
tronics Corporation (USA), Ihllgrass 
Technologies (USA), and Citizen Watch 
Company (Japan) for those items have 
been approved by government of India. 
The company will be holding upto 49 per 
cent of the equity shares in TVS Elec¬ 
tronics, which is at present a subsidiary 
of the company. 

The letter of intent received for the 
manufacture of industrial laundering and 
other systems together with the letter of 
intent for the manufacture of refrigerators, 
spare comprcs.sors and other items are be¬ 
ing transferred to a new company formed 
under the name of TVS Appliances. In 
this new company 33 per cent of the equity 
shares will be held by the company. 
Whirlpool Corporation of the US. the col¬ 
laborator for this project, will be holding 
33 per cent. Approval has been received 
from the central government for the col¬ 
laboration. TVS Electronics is expected to 
commence production very soon and the 
other company in April 1989. 

POND'S INDIA 

Diversification 

pond’s (India) is further diversifying its 
activities. It has selected a site a Ketty 
Valley in Nilgiiis district for its mushroom 
project. Construction work is in progress 
and pilot plant operations are to com¬ 
mence soon. The company has also set up 
a second industrial undertaking at Tin- 
divanam for manufacture of shoe uppers 
to cater to the growing demand for its 
leather products. The company now has 
customers not only in the US but also in 
UK, Germany and Japan. 

The company has shown good working 
results for 1986-87 with higher sales and 
profits at Rs 58.89 crore and Rs 4.58 crore 
against Rs 52.46 crore and Rs 3.98 crore, 
respectively in the previous year. These 
figures also show an increase in profit 
margins. Net profit is Rs 3.61 crore 


(Rs 3.13 crore). Dividend has been step¬ 
ped up to 40 per cent from 25 per cent 
paid last year. The enhanced distribution 
is covered 3.06 times by earnings as 
against 3.93 times previously. In addition, 
the directors have recommended a free 
scrip issjiie on a one-for-one basis. 

SIEMENS 

All Round Progress 

SIEMENS has reported an all round pro 
gress in its performance for the year ended 
September 1987, it has maintained an 
equity dividend of 16 per cent on the 
enlarged capital arising from the 1:4 bonus 
issue made during the year. The turnover 
rose by 14.4 per cent from Rs 173.5 crore 
in 1985-86 to Rs 198.4 crore in 1986-87 
and the gross profit by 22.1 per cent from 
Rs 15.4 crore to Rs 18.8 crore. After pro¬ 
viding Rs 9.2 crore (Rs 6.2 crore) for 
depreciation and Rs 4.4 crore (Rs 4.2 
crore) for taxation, the net profit came to 
Rs 5.2 crore (Rs 4.2 crore). A major part 
of higher depreciation provided was due 
to the recent change in the rates of 
depreciation under the Income Tax Act. 
Though this told upon the company’s pre¬ 
tax profit, it resulted in a lowei tax burden 
and a higher cash flow. Dividends will 
claim Rs 2.16 crore (Rs 1.73 crore). A sum 
of Rs 2.07 crore (Rs 3.27 crore) has been 
transferred to general reserve. To the rights 
shares in the ratio of 1:2 at a premium of 
Rs 30 each issued on October 1, 1987 the 
dividend for 1986-87 would not apply. Ex¬ 
ports were higher at Rs 23.3 crore (Rs 17.1 
crore). Besides, deemed exports amounted 
to Rs 12.7 crore (Rs 7.6 crore). 

PUNJAB ALKALIES 

Improved Capacity 
Utilisation 

PUNJAB ALKALIES AND 
CHEMICALS has reported satisfactory 
results for the year ended J une 30, 1987. 
The sales-revenue for the year increased 
to Rs 1,612.19 lakh against Rs 1,530.80 
lakh in the previous year. The cash profit 
earned was Rs 175 lakh. I'he caustic soda 
plant achieved capacity utilisation of 79 
per cent of licensed capacity. The 
Rs 4-crore flaker unit has since been com¬ 
missioned which will provide good product 
mix and gainful utilisation of hydrogen. 
Change-over to metal anodes at a total 
cost of Rs 5 crore is almost complete. It 
syill bring about desired reduction in 
power cost and improvement in the opera¬ 
tional efficiency. The sodium hypochlorite 
unit has also been completed and the pro¬ 
duct will sbon be in the market. 

A stable bleaching powder plant is get¬ 
ting ready. Two more chlorinated paraffin 
wax (CPW) units—one is nearing comple¬ 
tion and the oyier is in the initial im¬ 


plementation sMge—will give a big boost 
to demand for chlorine. Bor gainful 
utilisation of hydrogen an agreement has 
also been signed for putting up a hydrogen 
bottling and compressing unit. 

Punjab Alkalies and Chemicals Limited 
has earned during the first five months of 
operation of the current year an estimate 
cash profit of Rs 135 lakh and net proHt 
of Rs 20 lakh after providing for both 
interest and depreciation. 

NUCLEAR POWER CORPORATION 

Buy*back Scheme 

NUCLEAR POWER CORPORATION 
will enter the capital market on January 7, 
1988 with a public issue of 10 lakh secured 
redeemable bonds of Rs 1,000 each at par 
totalling Rs 100 crore, carrying 13 per cent 
taxable interest and 9 per cent tax-free in¬ 
terest, to part finance its ambitious 
development programme entailing an in¬ 
vestment of Rs 10,000 crore spread over 
a period of 13 years from 1987-88. How 
it differs from other public .sector bond 
.schemes is that NPC will buy-back at par 
bonds upto the face value of Rs 40,000 
under both the schemes without any limit 
and the buy-back will be after a minimum 
period of one year for iht 13 per cent tax¬ 
able interest scheme and three years for 
the 9 per cent tax free interest sefieme. Ac¬ 
cording to M R Srinivasan, NPC director, 
and chairman, AHC, the time is ripe for 
a much faster growth rate of nuclear 
power and therefore the need for ex¬ 
peditious implementation of development 
programme. 

CEMINDIA 

Narrowed Margin 

CEMINDIA COMPANY, notwithstan¬ 
ding a drop in its gross earnings, has in- 
cre^ed the equity dividend from 24 per 
cent to 27 per cent for the year ended 
September 1987. Though the .sales turn¬ 
over at Rs 2,128.69 lakh was marginally 
higher than Rs 2,062.75 lakh in the 
previous year, the gross profit went down 
from Rs 323.40 lakh to Rs 268.09 lakh. 
Depreciation claimed Rs 72.61 lakh 
(Rs 77.03 lakh) and taxation Rs 65.00 lakh 
(Rs 137.(X) lakh). The net profit stood at 
Rs 130.48 lakh (Rs 109.37 lakh). The com¬ 
pany has changed over to straight line 
method for providing depreciation with 
retrospective effect from January 1,1979 
resulting in write-back of excess deprecia¬ 
tion of Rs 247.06 lakh (nil). The proposed 
dividend will absorb Rs 34.56 lakh 
(Rs 30.73 lakh) and a sum of Rs 342.98 
lakh (Rs 62.64 lakh) has been transferred 
to general reserve. At the end of. the year 
the company’s reserves were Rs 727.06 
lakh as against the paid-4ip caintal of 
Rs 128.02 lakh. 
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Calcutta Diary 

AM 

James Baldwin was a man of talent. He could cnate ethereal 
prose. He, it will still be said, suffered from a fatal flaw: despite 
the indignities his people have been made to bear, he failed to lace 
his rancour with the power of violence. He was much too civil. 


JAMES BALDWIN is dead, of cancer, in 
that village in the south of France, where 
he had been living for the past few 
decades. The flow of crystal prose is 
therefore ended. This prose, nectar to the 
thirsty ones for so long, will not be added 
to any more. They will have to make do 
with the stock that is there. But does 
quantity matter? The effortlessness of the 
prose will continue to enchant. And its 
elegance Over the years, Baldwin has said 
many poignant things, and many angry 
things. But he has said them in a matter 
of fact, direct way. The anger hits the 
bull's eye It does not evoke any rancour 
though. The sense of tragedy is successful¬ 
ly conveyed, the resulting pain is however 
very nearly bearable. His theme, all the 
while, is the infamous human condition 
which defines large chunks of the United 
States, his motherland; but his words are 
so reasonably set next to one another that 
they almost flatter the adversaries, for 
whom the shaft is intended. And yet. there 
is no hint of compromise. This, then, is 
black magic. It is not everybody’s in¬ 
heritance. It is possible to mention one or 
two others who have come close to mas¬ 
tering the externality of James Baldwin’s 
style. But the externality is just that. He 
still remains unique; the alchemy of 
technique and attitude is totally personal, 
and non replicable. Time and again, 
Baldwin warns of the fire next time, the 
fire is however right here, now, in the belly 
of his prose, it burns, but does not hurt. 

Should it have hurt, one wonders. Is it 
an accomplishment or a deficiency of his 
creativity that his combative prose fails to 
induce violence? Was this why he, the 
native son, had to turn into a kind of 
recluse—an expatriate confessing to his 
helplessness and guilt in the comfortable 
obscurity of Saint-Paul de Vance, the hill¬ 
top town in southern France? Did he keep 
trying to tell it on the mountain? Some 
riddles in life are unresolved. Maybe this 
too is one such, why James Baldwin, who 
chose to dwell, exclusively, on the tragedy 
of his neople, had to have an ostracl.sed 
end. 

Baldwin is dead, the stock of his output 
is now finite, and cannot be replenished. 
Let us cross over to another genre. We 
cross over to another genre, but not 
exactly to a different theme. Cricket was 


once an imperial game, specific to the 
British empire. The empire is gone, cricket 
however remains an obsession with the 
English-speaking nations. But its role is 
reversed. Even if not altogether reversed, 
at least transformed beyond recognition. 
In the Caribbean islands and elsewhere, 
the once-colonised and subjugated ones 
have learnt to return the compliment. 
Some of them can hurl the ball much 
faster, and with infinitely greater art and 
venom, than the whiteys; some of them 
have learnt to wield the willow with a 
grace such that that Greek god, Apollo, 
turns green with envy. 

Vivian Richards’ genre is different from 
James Baldwin’s. It is nonetheless once 
more black magic The cricket bat, he pro¬ 
ves, is several things put together: it is 
sword, it is wand, it is violin, it is poetry, 
it is also thunder. Richards’ approach is 
casual, almost as casual and seemingly 
guileless as Baldwin’s prose The elegance 
of the strokes—drives and cuts and pulls 
and sweeps and hooks—is again reminis¬ 
cent of the liquid glow of Baldwin's com¬ 
position. Once he is in the proper frame 
of mind, it is an astounding spectacle for 
the elegance is matched by power, fear¬ 
some power, and it is slaughter of both 
innocents and deviants. When Richards 
strikes, the opponents not merely cower. 
He makes them whimper. Even the whim¬ 
per is of no avail, he crushes them. And 
he derives immense satisfaction from this 
act of annihilation; the delight is trans¬ 
parent, it shows on his countenance. The 
contrast to Baldwin’s gentle whispering to 
the mountain could not be any sharper. 
Richards, in other words, does not believe 
in benign conquests. As he unleashes 
himself, he also unleashes total contempt 
for his adversaries. He makes mincemeat 
of them because that is his intention, not 
to spare them even a fig leaf of dignity. 
The historical roles have been switched in 
cricket in this sense. The black.hauteur has 
come to reveal itself in full imperial 
regalia; Richards’ is an imperial pride 
which is on display as he sweeps aside the 
whiteys and others of their ilk with preten¬ 
sions to play the game. 

There is great violence in Vivian 
Richards. There is little of it in James 
Baldwin. The genres differ, but the chasm 
is not just of genres. The fact that they 


do not belong to the same country does 
not ecplain enough, for both the sym¬ 
metry and the asymmetry have common 
symptoms. It is the generational gap 
between Baldwin and Richards which 
perhaps provides the clue to the absence 
of violence in one case and its presence 
in the other. Even as it provides the clue 
for Baldwin’s tragic, obscure death several 
thousands of miles away from his roots. 
His civility was no longer legal tender 
among his people; he was lucky he 
escaped, and just barely, from being dub¬ 
bed as Uncle Ibm. Violence has come of 
age, and is in absolute control of all 
systems. Expressing disdain for your 
enemy is not enough; it must be ground 
with hauteur, and let there be some spil¬ 
ling of blood. Time has to be measured 
in terms of the passing of a generation; 
it is a different ambience altogether. 

There is a message in this for each and 
all, including for the Rip Van Winkles 
snoring away up in our hill tops. It would 
be difficult to come across a more class 
riven, colour conscious land than ours. 
The matrimonial columns only confirm 
what is fairly generally known: we are the 
original Nazis. In any event, it is a funny 
notion of a nation, with the strangest 
juxtaposition of castes, creeds and breeds. 
Travel every twenty or thirty miles, and 
you come across fresh, breathtaking in¬ 
stances of mismatch or anomaly. Yet, with 
much bravura, the fact of the existence of 
separate nationalities is sought to be 
disputed, and film directors are invited to 
make their creative contributions to the 
output of subcommittees of the National 
Integration Council, as if a myth could be 
rendered more credible by make-believe. 
Meanwhile, as the generations pass, the 
perception of, consciousness catches up 
with its reality. Those who have been by 
tradition imposed upon imbibe new skills; 
they also learn to discard manners. That 
India is being gradually turned into a gory 
battlefield reflects this contemporary 
phenomenon of changing of the guard. 
What was inevitable has already begun to 
happen. 

The episode over Ambedkar’s by-now- 
rendered-famous riddles exemplifies the 
shift to turbulence. Ambedkar’s was a 
many-hued personality. He was bit .scholar 
and bit adventurer, partly a man of prin¬ 
ciple and partly a man with an eye on the 
main chance, as much a Buddhist bhikshu 
as a super jingo. The ambivalence in a way 
betrays his true identity, he was an un¬ 
repentant Hindu in the clothing of an in¬ 
fidel. He was the principal architect of the 
retrograde Indian constitution, which 
codifies the laws and by-laws of a rigidly 
Hindu, imperial India. Precisely because 
he possessed such impeccable credentials, 
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he could afford to take a few pot shots at 
the constituents of the Hindu pantheon. 
The obscurantists whom the system has 
nurtured over the years want their 
Ambedkar only in distilled measures; thQr 
would love to admire the Hindu expan¬ 
sionist after editing out his frivolities. It 
is however later than the system managers 
think. ‘Subaltern’ is a precious appella¬ 
tion, and an inappropriate one. Vivian 
Richards is no subaltern, nor does he 
intend to be one. He has imperial claims. 
So too is the case with those who have 
raised their voice of protest at the govern¬ 
ment of Maharashtra’s dissemblings over 
the editing of Ambedkar’s works. The 
protest has violent contours, a sure sign 
of the times. And it is only an overture. 
The real troubles are going to follow. 


Javm jivet, sukham jivet 
Hrinam kritwa, ghritam pivet 

—Kautilya: Arthashastra 
This year, real disposable income will have 
increased by only 0.8 per cent, but consumer 
expenditures will have risen by 2.2 per cent. 
—Data Resources Inc, “Review of the 
US Economy", October 1,1987; quoted 
in Business Week, New York, 
November 16, 1987. 

THE Business Week (quoted above) goes 
on to say, “The catch phra.se of the hour 
is that America is living beyond its 
means... What is more, as a nation, the 
US has been doing the same thing 
throughout the 1980s. For years the coun¬ 
try has been consuming more than it pro¬ 
duces ... The stock market tumble is but 
the first step in a process that must sober 
the nation”. 

We are not concerned here with the US 
economy, though how the US economy 
behaves has (unfortunately) a significant 


In anther part of the world, Junes 
Baldwin too had read the sign of the 
times. He reached the correct conclusions 
and withdrew to the south of France. He 
was a man of talent, let us grant it, a man 
of genius. He could create ethereal prose, 
elegant, effortless, going straight to the 
heart of the matter. He; it will still be said, 
suffered from a fatal flaw; despite the 
indignities his people have been made to 
bear, of which history is witness, he failed 
to lace his rancour with the power of 
violence. He was much too‘civil. He 
therefore cast himself out. Now that he 
is dead, do we feel sorry for him? Do we 
cast his memory out too, since, mean¬ 
while, Vivian Richards and his team have 
taken over? Or should we leave it to 
history to judge history? 


impact on the rest of the world. But the 
lessons to be learnt from the recent US 
habit of living beyond its means have an 
intportant parallel in India. 

The Indian government has, for some 
time, been living beyond its means. Not 
only that, the Indian policy-maker has of 
late been aiding and abetting the nation 
in the new habit of living beyond one’s 
means. 

A recent expose in the Economic and 
Political Weekly, by the Director of Na¬ 
tional Accounts of the Central Statistical 
Organisation and his colleagues, even 
though presented under their personal 
names rather than stamped with the 
emblem of the Ashoka Chakra, brings 
home this dangerous trend very pointedly. 
Apparently, the official figures of the 
‘consumption of capital’ in India have for 
years been grossly underestimated. Doing 
a quick calculation on the basis of the 


latest available data, one finds that the 
consumption of capital may have^ been 
underestimated by as much as some* 3 per 
cent of the GNP. As a result, net capital 
formation in India in 1982-83 is found to 
be no mote than IS.S per cent of the na¬ 
tional income (as compared to the (Iguie 
of 18.S per cent as per the National Ac¬ 
counts Statistics published by the CSO). 
What is more, the net savinp rate in 
India, again in 1982-83, is found to be no 
more than 13.8 per cent, as against the 
savings rate of 16.9 per cent given in4he 
National Accounts Statistics (.see EPW. 
November 21, 1987). 

Incidentally, it is well known that the 
estimate of domestic savings includes sav¬ 
ings out of NRl remittances (from the 
Gulf countries and other areas). One does 
not know what percentage of our domestic 
savings is made up of savings out of such 
remittances. One does know that such sav¬ 
ings are not really part of domestic savings, 
in the sense that they have not been eked 
out of incomes earned (and distributed) 
in Inda. One can only surmise that a 
significant part of such remittances is 
saved (and invested in buildings, new small 
businesses, et al). One also knows that in 
1982-83, such remittances were more than 
one per cent of the GDP; and one can 
therefore rea.sonably surmise that our net 
domestic savings were probably not much 
more than 13 per cent of net domestic pro¬ 
duct in 1982-83. 

The exact figure does not matter. One 
does not know whether the estimates put 
forward (on a personal basis) by the Direc¬ 
tor of National Accounts would need any 
major revision; it seems likely that these 
estimates have been put out as a feeler, as 
it were, before being incorporated in the 
revi.scd official National Accounts 
Statistics due to come out in January 
1988. 

It is a sobering thought. Our net 
domestic savings turn out to be, in 
1982-83, no more than between 13 and 14 
per cent of the net domestic product. 
What is more significant, between 1978-79 
and 1983-86, as per the official National 
Accounts Statistics, our net domestic sav¬ 
ings rate has been steadily declining; ac¬ 
cording to the earlier (unrevised) official 
figures, from 20 per cent in 1978-79 to 16.7 
per cent in 1983-86. And now, if the above 
trend is superimposed on the revised 
estimates put forward by the concerned 
officials, our savings rate may be seen to 
have declined from less than 17 per cent 
to, maybe, a little more than 13 per cent. 

To repeat, it is a sobering thought. For 
some years, key economic policy advisers 
(and some members of the Pianning 
Commission) have been feeding us with 
the soothing (though clearly unsus¬ 
tainable) myth that savings in India have 
already reached a very high level, that 
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Living Beyond Our Means 
The Modern Philosophy 

Anin Ghoah 

For some years the government has been feeding us with the 
soothing myth that savings in India have reached a very high 
level, so that the focus of government attention now ought to be 
on giving an impetus to increased consumption of industrial 
products through tax concessions and other means to force the 
pace of development. The stark reality, however, is that 
government savings have over the years turned negative; that the 
government is having to lesort to borrowing to finance its current 
expenditure: that any number of vital infrastructural projects are 
getting staggered because of lack of resources. Can we, before it is 
too late, move away from the aggressive consumerism and 
profligate government expenditure which have been sweeping 
across the country? 
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there is fld case for aiqr further taxation 
to sustain .the public investment pro¬ 
gramme, and that the focus of govern¬ 
ment attoition now ought to be to force 
up the pace of development by giving an 
impetus to increased consumption of in¬ 
dustrial products (through tax concessions 
and other means), f ven some independent 
research bodies (like the NCAER) have 
taken up this theme, ostensibly on the 
basis of insufficient data and inadequate 
analysis. 

No one focuses on the stark reality that 
government savings have, over the years, 
turned negative; that today, not only the 
plan outlay (for continuing projects) but 
also current government expenditure is 
met out of a draft on private savings 
through the government borrowing pro¬ 
gramme; that government borrowings 
have today reached a point where, after 
a few years, the repayment of principal 
and interest would exceed the amount bor¬ 
rowed; that meanwhile, any member of 
vital infrastructure projects are getting 
staggered and delayed because of the in¬ 
adequacy of resources with the govern¬ 
ment; that the inadequacy of resources 
with the government impels it to import 
equipment (for power projects and similar 
development programmes) which is other¬ 
wise available competitively within the 
country, and that this policy is in turn 
likely to lead the country to an external 
debt trap; and that the bankruptcy of eco¬ 
nomic policy has reached a point where 
the government (and the Reserve Bank of 
India) have to exhort the commercial 
banking sector to extend credit for 
drought relief in the shape of unrepayabte 
consumption loans when such relief is 
clearly a matter for govdlrnment administ¬ 
ration to provide. 

And now. after the Indira Vikas Patra, 
introduced as a haven for investing small 
time black money, we have finance 
minister N D Tewari pleading with people 
to invest in some form of 'paritran patra', 
even though the supplementary demands 
for grants plus the external aid mobilised 
specifically for drought relief, together 
add up to more than twice the amount 
spent so far on drought relief by the cen¬ 
tral government. 

One knows, of course, that the central 
government has been steadily increasing 
(infructuods) outlay on defence and on 
(so-called) ‘internal security’. The latter is 
in a way a concomitant part of the 
absence of growth and of employment op¬ 
portunities, and of the increasing inequa¬ 
lity in the distribution of income and 
wealth. The latter causes social unrest and 
tension, and you need a police force to 
curb such unrest. The more you spend on 
the police and paramilitary forces the less 
money you have for developmental expen¬ 
ditures, and consequently, tbe worse the 
prospects of egalitarian growth. It is a 


vicious circle. But aside from this pro¬ 
blem, and the trap of increasing subsidisa¬ 
tion of a section of the population— 
which creates its own vested interests—a 
major probelm now is the burden of in¬ 
terest payment on government borrowings. 
This, in turn, is a direct result of the 
reliance of the government on borrowings 
rather than on taxation for collecting in¬ 
creased revenue. Over the years, the pro¬ 
fligacy of the government in regard to 
wasteful expenditures, together with the 
government’s refusal to rely on higher tax¬ 
ation, has led to government saving turn¬ 
ing negative from 1985-86 onwards. Un¬ 
doubtedly, the draft by the central govern¬ 
ment on the savings of the rest of the 
economy to finance even current ad¬ 
ministrative expenditures would have in¬ 
creased over the last two years. And the 
example of the government, the philo- 
•sophy propounded by it, the encourage¬ 
ment given officiallyto aggressive con¬ 
sumerism, have, it seems, led to a decline 
in private savings also. This, of course, is 
a surmi.se since figures beyond 198S-86 are 
not yet available. But all evidence, in¬ 
cluding the increasing deficit in the 
balance of payments, points to the steady 
erosion of savings in India. 

It is much the same story as in the US, 
with a slight difference. The US economy 
is a highly developed one. True, the US 
people have been living beyond their 


means for some time. But the US people 
can take a cut in their living standards 
temporarily, without too much suffering. 
Also, the rest of the developed world has 
a definite interest in not allowing the US 
economy to get into any major difficul¬ 
ties; in a sense, the prosperity of the 
OECD countries is closely linked together. 
The economic viability of India is not 
similarly linked to the interests of any of 
the major powers; and the recent ex¬ 
perience of Argentina, Brazil, Mexico, 
Peru, and a lot of other countries should 
be an eye-opener to the stark realities of 
the market-oriented world economy today. 
If you start living beyond your means, you 
do so at your own peril. A developing 
economy does need to borrow capital, in 
order to speed up its rate of growth. But 
the process cannot go on indefinitely; the 
day of reckoning must come when it has 
to repay its external obligations. A 
developing economy can ill afford to bor¬ 
row to bolster up its consumption, which 
is what we have started doing through a 
steady erosion in our domestic savings 
rate. 

Can we still learn from the stark lessons 
of the developments in the rest of the 
world? Can we move away from the mad¬ 
dening pace of aggressive consumerism 
and profligate government expenditures 
which have of late been sweeping across 
the country? Before it is too late? 
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PERSPECTIVES 


Of Missiles and Warheads 

Narindar Singh 

Ronald Reagan and Mikhail Gorbachev, or rather the power 
structures they preside over, have taken us all for a ride. This 
becomes obvious the moment one tries to answer the following 
question: Does the INF Treaty in any way ‘promise to make the 
world a safer place to live in? Unfortunately, one cannot but say 
‘No' to this query. 


THE INF Treaty whith the superpowers 
have just concluded is being sold by the 
media as the first authentic and therefore a 
truly historic step towards nuclear disarma¬ 
ment. For while on earlier’occasions the two 
sides used only to seek to regulate the growth 
of their weapons systems, this time they have 
decided actually to begin to dismantle them. 

This indeed sounds impressive in the 
extreme—in particular because the relatively 
nominal elimination of weapons which has 
Ijeen agreed upon now is to be followed 
within a few weeks by an agreement involv¬ 
ing as many as half of the long range or 
'strategic’ missiles belonging to the two 
powers. Nevertheless, let us put the agree¬ 
ment in perspective and try to see what it 
signifies, in fact and not just in fiction. 

lb begin with, we would do well to 
remember that what the two sides have 
agreed to dismantle are the missiles, that is 
to say, the long bodies of the rockets and the 
re-entry nose cones which carry the war¬ 
heads but not the warheads themselves. The 
destruction of the rockets is not going to be 
easy, though. Fqi the solid-fuel cylinders 
used in the American Pershing 2s and the 
Soviet SS-20s are highly explosive and on 
ignition they emit gases which cannot but 
pollute the environment. 

Incidentally, earlier on the Russians had 
wanted the Treaty to include a commitment 
to the effect that West Germany also would 
destroy its 72 Pershing lA missiles which 
carry the warheads belonging to the 
Americans. The Americans appeared reluc¬ 
tant to allow any weapons belonging to their 
allies to be included within the ambit of a 
piurely,bilateral treaty which they were going 
to be a party to. But the Germans obliged 
by agreeing to dismantle the missil« and the 
Americans too did not stand in the way. In¬ 
stead, they made a separate offer to destroy 
the warheads as a goodwill gesture. It was 
only later that the two sides came to decide 
that the agreement would not require either 
of them actually to destroy the warheads. 

Lack of knowledge is not the reason why. 
Each of the parties does know very well how 
to dismantle the warheads and in fact does 
it all the time to check the components 
thereof. But ostensibly neither side wants the 
other to know anything about its design 
secrets and each wants to maintain the fic¬ 


tion too that notwithstanding the activities 
of its intelligence services it does not even 
want to know how the other designs its 
nuclear bombs. 

A relatively superficial and also obvious 
objection which can be raised against the 
IVeaty at this stage is that the warheads 
which remain undismantled can be re¬ 
deployed in a variety of other ways, say, on 
air-to-ground missiles. In many case, the 
spirit is not entirely unwilling. Indeed, 
already. General John Galvin, the current 
NATO Commander, has told the Newsweek 
that he has asked for a series of ‘buttressing 
measures’ intended to ‘increase our ability 
to deter war or to fight if necessary’. These 
measures “include improvement of.the 
(battlefield-range] lance missile, modernisa¬ 
tion of nuclear artillery, a better nuclear 
aircraft-delivered bomb and an air-to-ground 
nuclear missile that can be carried under the 
wing of an aircraft to extend the range of 
the planes we are using. We also need a 
number of conventional improvements 
which have to do with ammunition stock- 
ages; the speed of reinforcement; command, 
control and communication capabilities, and 
others.’” 

One can presume that Galvin would have 
someone cherishing his kind of sentiments 
on the other side of the fence as well. But 
one is already in a position to submit that 
Mikhail Gorbachev and Ronald Reagan or 
rather the power structures they preside over 
have taken us all for a ride This becomes 
obvious the moment one tries to answer the 
following question: Does the Gorbachev-. 
Reagan accord in any way promise to make 
the world a safer place to live in? Unfortu¬ 
nately, one cannot but s^ ‘No’ to this query. 

In order to see the reason why, we have 
merely to remember with Norman Cousins 
that it is impossible for any nation to wage 
nuclear war against another nation without 
also waging war against the entire human 
race; and that would mean against itself, toa 
For thanks to the winds serving as the con¬ 
veyor belt of mass death, the nuclear gun 
can be said to contain as many as three bar¬ 
rels: “one is pointed against the enemy; a 
second is pointed agiunst people who are not 
enemies; [and] a third bends back completely 
and is point^ squarely at the hold^'^ 

This means thatpuclear weapons cannot 


conceivably be used for flghting and winning 
any war—certainly not now. They have an 
inexorable togic of their own and that logic 
is overwhelmingly and indeed incompar^ly 
stronger than the ideology, whether liberal 
or Marxist, to which the managers of the 
nuclear states may claim to be a^ded. But 
if nuclear weapons cannot now be used for 
fighting and winning a>war, blackmail 
remains conceivably the only purpose for 
which they can possibly be used. Thm again, 
since both sets of state managers happen to 
be in possession of large stockpiles of these 
weapons of blackmail, they cannot possibly 
blackmail each other. Victims must be sought 
elsewhere—that is at the level where power 
is not wielded. But each set of managers can 
browbeat only those into submission whom 
it happens to rule over. But in order to 
intimidate them constantly and effectively, 
and thus to squeeze the resources out of 
them, it must always continue to pretend to 
fret about the nuclear stockpiles of the other. 
In a way, each side can be said at least no- 
tionally to ‘lend’ its stockpiles to the other 
for the latter to blackmail its people. Thus, 
we can see that the nuclear gun does not 
have just three but four barrels—the fourth 
being the one which has been lent in effect 
by a given set of power elite to the other. 

But, changing the metaphor, we may 
speak of the nuclear umbrella which each 
side has created to provide a protective cover 
to its ‘convention^’ weapons industries. It 
is these industries which involve most of the 
military spending and many of the ill-effects 
of militarism. Included among these effects 
are the exports of ‘smart’ and expensive 
weapons systems which the l^per-miUtarised 
economies of the liberal west and the 
socialist east continue to make to the hyper- 
impoverished countries of the third world. 
Which through their own exploitation come 
naturally to finance at least a part of the 
weaponisation programmes of the citadels 
of advanced capitalism and civilised 
socialism. Marginal or even massive elimina¬ 
tions of nuclear weapons alone will therefore 
not do. Indeed, what we need to survive as 
a civilised species is nothing less than a com¬ 
plete and general disarmament. 

Tkking the totality of the situation into 
account, therefore, such working arrange¬ 
ments as may be devised by the ruling or 
rather the ruining circles of our time coiild 
only be worse than useless. Only a mass- 
basnl peqce movement which can demolish 
the legitimacy of concentrated power can 
make the world a safe place to live in. 
‘Ptfrestroika’ or restructuring can never be 
authentic or meaningful as long as an 
irreversible decongestion of power does not 
take place. 

Notes 

1 The Newsweek, September 28, 1987, p 12. 

2 Norman Cousins, “Present Tsn^’, McGraw- 

Hill, New %rk. 1967, p 428. 
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REPORTS 


Nagaland Elections- 

Udayon Miara 


In the elections to the Nagaland assembly ’it was the /Congress(l) 
which strongly appealed to regional, even chauvinistic, sentiments. 
Jn line with Congress(l) tactics in other north-eastern states, the 
party not only showed its willingness to make-up with forces it 
has long been describing as anti-national, but also encouraged 
inter-state differences and tensions. Even the prime minister did 
not consider it unwise to add to the tension between Nagaland 
and Assam provided this brought immediate electoral gains for 
the party. 


THE Nagas have always prided 
themselves as an honest and straightfor¬ 
ward people and a statement attributed to 
A 2 Phi/o runs thus: “Iruly, we arc a 
peculiar people. We are all equals. Men 
and women have an equal status. We have 
no caste divisions... no high class or low 
class of people.. We believe in that form 
of democratic government which permits 
the rule not of the majority but of the 
people as a whole. We have no land tax, 
no wine tax. no water lax. Forests, rivers 
and woodlands belong to the people for 
their exploitation without paying taxes. . 
We have no beggars... And, woijder of 
wonder, we have no jails. We do not ‘ar¬ 
rest’ or ‘imprison’ anybody... We fear 
nobody, individually or collectively. We 
are a healthy people and fear corrupts the 
health of mdn... We talk freely, live freely 
and often fight freely too. We have no in¬ 
hibitions of any kind. Wild? Yes... But 
free. There is order in this chaos, law in 
this freedom. If I were to choose a coun¬ 
try, it would be my Nagaland, m'y fair 
Nagaland—again and again." Today, 
anyone even marginally acquainted with 
the politics of Nagaland would agree that 
this idyllic picture has undergone a radical 
transformation, with corruption figuring 
as one of the main issues in the just- 
concluded polls. The success of Phizo’s 

1951 Plebiscite and the total boycott of the 

1952 general elections, however misguided 
they might'appear now to some observers 
in the light of present day developments, 
had been motivated by a sense of idealism 
and an honesty of purpose which seem to 
be fast disappearing from the political 
scene of Nagaland today. In the second 
general elections in 1957, there was no 
voting in the then Naga Hills district and 
three candidates were returned unopposed. 
The first elections in the newly formed 
state of Nagaland was held in 1964 and 
the Naga National Organisation headed 


by Shilu Ao was voted to power. The'NNO 
continued its winning spree in the 1969 
elections but by then the underground 
elements had begun to make their pre¬ 
sence felt in the electoral politics of the 
state largely under the banner of the 
Democratic Party of Nagaland, which 
ultimately look on the name of the United 
Democratic Front. The UDF won a clear 
majority in the 1974 elections but the 
politics of defection started having its im¬ 
pact on Nagaland politics and soon the 
UDF lost its majority and an NNO 
government headed by J B Jasokie took 
over. The signing of the Shillong Accord 
in November 1975 brought about a major 
change in Nagaland politics leading to the 
merger of the NNO with the Congress. 
But in the 1977 elections too the UDF 
secured 39 seats as against only 15 by the 
Congress. Even then the UDF ministry 
headed by Vizol fell in April 1980 when 
S C Jamir and his group quit the party 
to form the United Legislature Party. That 
same year Jasokie, who had been elected 
on a Congress ticket, formed the Naga 
National Party and the NNP soon joined 
the UDF to form the Naga National 
Democratic Party (NNDP). In the fifth 
elections in the state held in 1982, both 
the NNDP and the Congress(I) secured 
equal number of seats (24 each) in a house 
of 60 members. But the Congress(I) suc¬ 
ceeded in winning over the 12 indepen¬ 
dents and formed the ministry with 
S C Jamir as the chief minister. Jamir was 
replaced in October 1986 by Hokishe 
Serna. This entire period in the electoral 
politics of the state has been marked by 
constantly changing political formations 
and defections. In this, naturally, money 
has had a very strong role to play. Cor¬ 
ruption and political opportunism have, 
over the years, come to be accepted as the 
hallmarks of the sute’s political scene. 

If the total amount of money spent per 


voter in the recent Nagaland elections 
were to be computed, then this election 
may easily be said to have been the 
costliest state election in the nation’s 
history. The NNDP leader, Chalic 
Kevichu.sa, has alleged that theCongrcss(l) 
spent Rs 30 crore to win the elections. 
Nagaland has a total electorate of 5,78,000 
only. He has also alleged that in Dimapur- 

1 constituency fiom where chief minister 
Hokishe Serna contested, almost a crore 
of rupees was spent by the Congrcssfl). 
This constituency has the highest elec¬ 
torate amongst all the constituencies of 
Nagaland—31,436 voters. (Most of the 
constituencies have an electorate ranging 
from six to eight thousand only.) Even if 
one were to grant an clement of exaggera¬ 
tion in the oppo.siiion allegations, it is 
being generally agreed by poll observers 
that on an average some ten to fifteen lakh 
rupee.s were pumped into each of the 
state’s sixty constituencies by the Con- 
grcss(l). This would mean an expenditure 
of some six to ten crore on an electorate 
of less than six lakh. The actual figure 
could well be sevetal times higher. The 
former C'ongres'(l) chief minister, Chiten 
Jamir, while addressing a press-meet soon 
after his parly’s election victory, made 
public his disapproval of the unabashed 
use of huge sums of money by his parly 
to win the polls. Although the opposition 
NNDP’s campaign was helped chiefly by 
the Telugu Desam, yet it could in no way 
come near the almost unlimited mon^- 
power displayed by the ruling party. In the 
final tally, the Congress(I) secured 34, 
seats, with the NNDP trailing behind with 
18. The Naga People’s Party, manned 
largely by Congress(l) dissidents, con¬ 
tested 32 seats and had to be satisfied with 
only one victory. The BJP which contested 

2 scats, drew a blank, while independents 
got 7 scats. 

UNin-RtiRoi-’Ni) Fa< tor 

As in all the previous elections, the 
underground factor played a leading role. 
Both the Congress!!) and the NNDP em¬ 
phasised the need to find a quick solution 
to the ‘unresolved political problem’ of the 
state. The NNDP’s election manifesto 
made the underground issue the dominant 
issue and stated that “the NNDP will con¬ 
tinue to give topmost priority to the search 
for a lasting peace in the Naga homeland 
by means of a peaceful solution of the 
Naga political problem through a policy 
of ‘reconciliation’ ’’. In the earlier elec¬ 
tions, the NNDP,’ because of its ardent 
espousal of the underground cause, had 
struck a sympathetic chord with the 
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average Naga voter. In fact, a large section 
of the NNDP’s leadership was manned by 
former underground activists. But this 
time the initiatise seemed to have been 
snatched by the Congress(I). Ju.st prior to 
the polls, both Chiten Jamir and Hokishe 
Serna made it clear that the Congrcss(l) 
leadership of the state was only too eager 
to reach an understanding with the under¬ 
ground. Early this year, Hokishe Serna 
had attended a much-publicised prayer¬ 
meeting alongwith NSCN 'Brigadier' 
Vidai Chakesang. The Congres.s(l) had 
also made it clear that the understanding 
with the underground would involve 
mainly the Muivah-led NSCN and not the 
Federal side. It formed a three-member 
team consisting of M Vero, Rev Chingam 
and Khamrang Thangkhul to establish 
contact with the NSCN and pave the way 
for negotiations. By contrast, the NNDP 
insisted that any settlement would have to 
involve both the NSCN and the Federal 
side, in its manifesto, the NNDP declared 
that it “shall strive to bring together the 
various underground factions on a com¬ 
mon platform so as to enable them to 
come to the conference table for a 
negotiated settlement with the government 
of India". The NNDP’s call to involve the 
Federal side also in forthcoming negotia¬ 
tions naturally evoked the ire of the 
NSCN, which in several constituencies ex¬ 
tended its support to the Congrcss(l). in 
the Congress(i) list, the names of several 
NSCN activists prominently figured. 
Thus, by opening up negotiations only 
with the NSCN, the state Congress(I) 
leadership skilfully neutralised the 
NNDP's claim to represent underground 
a.spirations. The prime minister’s declara¬ 
tion at election rallies that the centre was 
eager to reach a settlement with the NSCN 
made it clear to the Naga voter that an 
end to the political problem could be more 
speedily and effectively achieved if there 
was a Congress(l) government in the state. 
Thus the .state Congress(l) took full ad¬ 
vantage of the rift between the NSCN and 
the Naga Federal government and was 
successful in isolating the NNDP which 
has always been closer to the Fcderals 


With the Congress(I) taking over the in- 
tiative on the sensitive issue of the 
jnresolvcd political problem, it appeared 
js if the NNDP was left without a cause. 
Mthough in its manifesto the NNDP 
sledged to fight corruption and to restore 
'the true Naga character and native per- 


ionality”, yet, as a regional party, it could 
lot come out witli any viable and attrac- 


ive programme to attract the voter. On 
, in many instances the 
Inline between the NNDP and the 
(I) became rather thin in the 
the people even as one-time 


NNDP'stalwarts like J B Jasokie cam¬ 
paigned for the Congress(I) side. The 
NNDP’s attempt to accommodate the 
deserters from Congress(I) ranks further 
eroded its credibility. Despite its .strong 
r^ional appeal, the NNDP could not 
build up any viable programme centred on 
regional demands. Rather, it was the 
Congress(l) which strongly appealed to 
regional, and even chauvinistic, senti¬ 
ments. In line with Congress(I) tactics in 
athcr north-eastern states, the party not 
only showed its willingness to make up 
with forces it has long been describing as 
anti-national, but it has also encouraged 
inter-state differences to fester. The Con¬ 
gress central leadership's stand on.the 
Assam-Nagaland boundary dispute clearly 
revealed the fact that even the prime 
minister would not consider it unwise to 
add to the tension between Congress(l)- 
rulcd Nagaland and AGP-ruled Assam 
provided this would bring in immediate 
electoral gains for the party. 

Boi'ndarv Issur 

Jhc NNDP’s trouble*' multiplied 
because ol the A.ssam-Nagaland boundary 
dispute heating up. in a wcll-calculuted 
move, the state Congress(l) government, 
with active entouragement from the centie, 
decided to put up polling booths in the 
disputed territory. The Assam government 
reacted sharply against this and the AGP- 
NNOP alliance came under strain. As ten¬ 
sion rose on the boundary between the 
two states, the Congress(l) seized the 
opportunity to discredit the NNDP’s ap¬ 
proach to the problem. The All Assam 
Students’ Union’s economic blockade of 
Nagaland made things easier for the Con- 
gress(I). The AASU action, which had the 
full backing of the Asom Gana Parishad, 
made it impossible for AGP leaders to 
campaign for the NNDP candidates. Both 
the AASU and the AGP had drawn up 
plans to campaign for the regional party 
in the Nagaland elections. As the 
blockade continued, the Congress(l) got 
enough opportunity to capitalise on the 
strong Naga regional sentiments it 
generated. The AASU’s subsequent 
withdrawal of the blockade further 
enhanced the position of the Congressfl) 
because the prime minister had declared 
in his election rallies that the AASU ac¬ 
tion would not be tolerated. It was ob¬ 
vious that the boundary issue was raked 
up to prevent the AASU and the AGP 
from campaigning on behalf of the 
NNDP. The Congress(I) appealed to Naga 
sentiments by spreading the canard that 
in the event of the NNDP’s being voted 
to power, Nagaland would have to give up 
the disputed territory to Assam. 


The Assam-Nagaland boundary dispute 
cannot be viewed as just another boun¬ 
dary quarrel between two states. It has 
been a long-standing demand of all the 
political parties in Nagaland that there 
should be an ultimate unification of all 
contiguous Naga areas in India into one 
administrative unit. Even the l^point 
agreement reached with the government 
of India in I960 had a clause which stated 
that “all the reserved forests and other 
Naga areas that were transferred out of 
Naga area will be returned to Nagaland”. 
It is in the light of all 'this that the 
Nagaland government, under both the 
Congress(I) and the NNDP, has been 
claiming large tracts of land which Assam 
says falls within it as per the 1925 
Notification. Nagaland has rejected the 
recommendations of the Sundaram Com¬ 
mittee because these have clearly gone in 
favour of Assam, it has been insisting on 
the 'historical boundary’ between the two 
states—a demand which is hound to lead 
to endless complications. Insistence on the 
historical boundary could, among other 
things, letid to Assam’s demand for the re¬ 
transfer of Dimapur. Dimapur, which had 
long been the headquarters of the Kachari 
kings of Assam, was handed over to 
Nagaland because the new state needed 
a railhead. Succe.ssive Naga governments 
and the powerful Naga Students’ Federa¬ 
tion have built up the boundary i.ssuc as 
a major plank in their attempt to create 
a greater Nagaland which would include 
all areas which have a Naga population, 
including those in neighbouring states like 
Assam where relatively new Naga set¬ 
tlements have come up largely through en¬ 
croachment. The boundary issue is thus 
a highly politicised one in Nagaland and 
the AASU’s decision to mount an 
economic blockade proved to be a short¬ 
sighted one. 

The verdict of the Nagaland elections 
has been made out by the central Con- 
gress(l) leadership as a rebuff to the forces 
of regionalism in the north-east. Perhaps 
it is too early to draw such conclusions. 
It is important to note that all the money- 
power of the Congres.s(I) notwithstanding, 
the NNDP secured 18 seats, losing some 
by very small margins. Moreover, the 
issues on which the election was fought 
were dominantly regional. Not a single 
major national i.s5ue figured in the elec¬ 
tion campaign and both the Congress(l) 
and the NNDP confined themselves to the 
regional arena. Therefore, it would be 
premature to conclude that the election 
verdict was one against “regional and 
parochial’ sentiments. The real picture 
would, however, emerge once; a settlement 
is reached with the NSCN. The entry of 
former NSCN activists into the Con- 
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gress(^ is bound to affed the state unit’s 
equation with the central leadership. The 
induction of Chiten Jamir as the deputy 
chief minister despite opposition from 
Hoki^e Serna is enough indication that 
the underground factor within the Naga¬ 
land Congress(I).is gaining ascendance. It 
would be relevant to note here that only 
recently Chiten Jamir as Nagaland Con- 


THE platforms are huge but the station- 
master’s office is tiny, while the waiting- 
room is just barely functional—the win¬ 
dows have grimy red curtains and the taps 
do not work. Not even a tea vendor to 
greet the few alighting passengers. Why 
then, does the express train stop here? 
And then the smell winds down into 
wrinkled noses and you know you have 
reached the home of India’s largest paper 
factory. There is a sign on the platform 
that reads ‘Amlai’—were there Amla trees 
here in the days of long ago? No trees 
now; no reserve forest of 1950; just a 
scroungy stand of eucalyptus trying brave¬ 
ly to hide the bleak landscape of the 
Orient Paper Mills (t)PM) with its sight, 
sound and smell along with its sister 
concern, the caustic soda plant of the 
Hukamchand Jute Mills (HJM)—two 
somewhat tarnished temples of modern 
India. 

Paper manufacture requires rathtr 
enormous quantiles of water, and to make 
250 tonnes of paper per day you require 
something more than just enormous. 
OPM draws in about 73,000 kilolitres per 
day (kipd)—enough to supply a modest- 
sizKl city—while the poor Sone ‘officially’ 
has only 32,000 kIpd in the dry. summer 
months. Though a harried civil engineer 
at the pumping station will tell you—off 
the record, of course— that sometimes it 
drops to as low as 5,000 kipd. So, with the 
typical shrewdness of India’s largest 
business house, the factory biiilds an ear¬ 
then dam across the Sone every year in 
I^ovember. For seven long parched 
months, until the monsoon delivers the 
Sone firom bondage, the dry river bed will 
bear witness to human thirst for ‘know- 
ledge^-where else would all that fine 


grass chief had reiterated his plea for 
‘functional autonomy’ for the state Con¬ 
gress units. He had first raised this i.ssue 
at an election meeting in 1982. It remains 
to be seen what shape this demand for 
‘functional autonomy’ will take after 
agreement is reached with the underground 
and even larger sections of the NSCN 
come under the Congress umbrella. 


writing paper go? WeH, not quite dry. 
fiecause, of the 73,000 kipd that went into 
the paper mill, at least 25,000 kipd is 
released every day back into the Sone— 
downstream of the dam, of course. Only 
you can’t quite call this black, foul- 
smelling, foaming, roiling fluid; water. 

Paper mill effluents using the sulphate 
process contain caustic compounds, 
lignin, sulphite liquor, mercaptans, 
chlorine, sulphides, and methyl alcohol. 
Each one is a toxic poison. Which is why, 
the year after the mills began production 
in 1965, the fish died, the cattle began to 
bloat their bellies and perish, and human 
beings found curious rashes appearing on 
their feet after crossing the river several 
times. In 1973, a group of young students 
(which later grew into the environmen¬ 
talist Shahdol Group) visited eight villages 
along the river fo find out what was the 
extent of the damage They discovered that 
even 70 km downstream of the factory the 
water remained almost as polluted as it 
was near the factory. The death rate of 
cattle had increased by 79.2 per year per 
thousand and the milk yield had dropped 
by 78 per cent. The fish catch had reduced 
dramatically from 277 quintals per season 
to nil, and skin disease in humans increas¬ 
ed appreciably with the number of cross¬ 
ings. This was "scientific” evidence for 
what the people already knew—but did 
the scientists? And there lies the story of 
another equation. 

In 1960, five years before the factory ac¬ 
tually began production, the evidence 
shows that some scientists already had an 
inkling of what was likely to happen. In 
that year a committee was set up to sug¬ 
gest possible solutions for the purification 
of the polluted water of the Sone river and 


to suggest possible methods of keeping a 
check on the effectiveness of auch solu¬ 
tions. Evidently, therefore, there ^ was 
already a pre-cognition that, firstly, the 
Sone would be polluted and that, second¬ 
ly, it would be difficult to control pollu¬ 
tion. This committee had experts from the 
Public Health Engineering (PHE) Depart¬ 
ment and the Directorate of Industries. If 
the experts could anticipate what was like¬ 
ly to happe-.i in the future, why then did 
they permit the factory to be built at 
Amlai in the first place? 

The PHE did not answer this question 
in either 1964 or in 1965 or in 1967, when 
successive committees were .set up to 
reconsider the problem of pollution. As 
a matter of fact, each of these commit¬ 
tees merely recommended that the OPM 
treat polluted effluents properly and that 
drinking water be provided to all the af- 
ferted settlements downstream of the mill. 
One of these settlements was the district 
headquarters of Shahdol, which eventual¬ 
ly had to draw its water supply at an ex¬ 
orbitant cost from a tributary of the Sone. 
But finally the question of location found 
mention in the PHE records when a PHE 
expert, P N Qazi, wrote in 1970: “.. .Had 
this mill been located about 22 km down¬ 
stream of its present site it would have 
safeguarded the interest of Shahdol... 
The need for appropriate location of the 
plant is therefore very important!’ 

The PHE is not unique in its propensity 
for closing the stable door after the horse 
has well and truly bolted. The Central 
Public Health and Engineering Institute 
(CPHERl) later grandiosely renamed as 
the National Environmental Engineering 
Research Institute (NEERI) was on the 
1964 committee and it ventured to 
suggest—for the first and last time—that 
the mfils try the sludge activation system 
for effluent treatment. Subsequently, in 
1967, it could only recommend that after 
‘sufficient’ treatment the effluent could be 
discharged into the Sone. 11 also agreed 
that pPM should contact the Jawaharlal 
Nehru Krishi Vishwa Vidyalaya (JNKVV) 
to research the possibility of the use of the 
effluents for irrigation. OPM promptly 
took the cue and appointed NEERI as its 
consultants to suggest what could be the 
‘sufficient’ treatment of the polluted 
water. As ‘con.sultants’ NEERI are now 
unable to publish whatever research they 
do. But it is known that in 1973 they 
recommended anaerobic treatment, and 
then changed their advice to aerobic treat¬ 
ment by 1980. Water pollution experts are 
cynical with both ideas, but since NEERI 
provides no experimental data, the matter 
cannot proceed beyond a slanging match. 
Sludge activation, of course, has not been 
heard of since 1964. 


Paper Mills, Pollution and 
Scientific Bias 

Dunu Roy 

Why do research institutions accept research assignments from 
industry with alacrity, but become overcome by bureaucratic 
coyness when it comes to taking up issues that touch people? And 
why is information that rightly belongs to the public domain 
secreted away in inaccessible files? 
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The JNKVV has been equally obliging. 
Under contract to OPM, as suggested by 
the 1967 committee, it has consistently 
maintairfed that its research finings show 
that, the most polluted water can be used 
for irrigation. But there are a host of ques¬ 
tions to which there are no answers 
because JNKVV will not publish its fin¬ 
dings. The only possible clues are what the 
OPM workers report. They say that sugar¬ 
cane is being grown in the experimental 
plots and that much of the water actually 
comes from an underground pipeline car¬ 
rying fresh water. If that is true, then it 
is certainly a novel way of disposing of 
25,000 klpd of waste-water. Particularly 
because sugarcane will require almost 750 
acres of land to consume that much water 
(OPM’s total lease-holding is presently 
1,000 acres) and, in case anybody has 
missed the point, it is a very profitable 
cash-crop. Only the Shahdol group has 
shown any inclination to argue the point 
but then, the Shahdol group is not a 
‘recognised research institution’. 

That brings us to another equation— 
the one with HIM. In the war of words 
on pollution this sister concern of the 
OPM has successfully hidden in the long 
shadow cast by the paper mill, with its 
average annual pronts of Rs 8 crore. 
HJM, however, is making caustic soda 
through the mercury cell process. This 
process releases large amounts of chlorine 
as a by-product. Chlorine, as soldfers in 
the first world war learnt to their asphyxi¬ 
ating cost, is a choking, poisonous, and 
exceedingly irritating gas. The workers at 
HJM are daily exposed to large concen¬ 
trations of escaping chlorine and the only 
safny measure they have against it is their 
somewhat soiled handkerchiefs. In 1983 
the Shahdol group was invited by the 
unions to study the danger of the gas 
within the factory premises, lb their enor¬ 
mous surprise the group found not one, 
but 40 locations in the plant where the 
hazards were extreme. TWo other curious 
features emerged during the study. One 
was that at almost every hazardous loca¬ 
tion it was the contract labourers who 
were the ones directly exposed. The other 
was that, apart from chlorine, there was 
a veritable ‘treasure’ trove of poisonous 
substances inside the factory. There was 
mercury, being handled with bare hands 
by the contract workers. There was hot 
brine, capable of burning and scalding. 
There were strong acids and alkalies which 
could corrode the skin of a human being. 
(Recently fifty tonnes of hydrochloric 
acid leaked out when the storage tank col¬ 
lapsed.) There was lime dust, hydrogen, 
carbon monoxide and heavy salt bags— 
each capable of mortally damaging the 
human body. But safety was a bad word 
inside the plant. During one surprise visit 


by an outside delegation, the managers 
had to rush to the neart^ Southeastern 
Coalfields office to procure the most basic 
safety equipment—helmets! 

Appalled by this state of affairs the 
Shahdol group conducted several studies 
from 1984 through 1987. The results were 
even more frightening. A quarter of the 
workers interviewed complained of res¬ 
piratory problems; 91 per cent had a chest 
expansion less than normal; 14 percent 
of them were suspected of mercury 
poisoning—though 25 per cent had hand 
tremors, a condition normally associated 
with toxic quantities of heavy metals in¬ 
side the body. Clearly something was far 
wrong indeed. It was not only the workers 
who were suffering. Environmental 
degradation had penetrated far into their 
homes. Traces of mercury were found in 
the air at distances as far away as 1 km 
from the plant—enough to cover all 
labour housing. Half of the workers’ 
wives complained of severe pain during 
menstruation, while 30 per cent had ex¬ 
cessive vaginal discharges and as many as 
87 miscarriages. What more ‘proof was 
required to launch off detailed investiga¬ 
tions and take appropriate action? But 
then, once again, the Shahdol group was 
not a ‘recognised’ research institution. 

On the other hand OPM’s own research 
and development wing and the Birla In¬ 
stitute of Scientific Research are too busy 
planning for the expansion of the paper 
industry in Africa and the validating of 
the ‘benefits’ of monoculture eucalyptus 
plantations, to have any time left for 
anything else. Recently OPM also claims 
to have treated 60 per cent of the waste 
water but offers no data to back up its 
claims. Then there is the government’s 
Department of Industrial Health and 
Safety. But, as the workers note, these 
people when they arrive in Amlai head 
straight for the plush company guest 
house and that is the last that one sees of 
them. Once the HJM unionists even 
gheraoed the safety inspector but he 
begged off for lunch And never returned. 
The Regional Labour Institute came to do 
a study of mercury poisoning and took 
samples and conducted tests but their data 
remain confidential. In their search for 
scientific researchers, the workers and the 
Shahdol group have approached the 
Department of Environment, the Central 
Board for Prevention and Control of 
Water Pollution, the Labour Commis¬ 
sioner, the Environment Planning and Co¬ 
ordination Organisation, the Indian In¬ 
stitute. of Ibchnology, the All-India’ In¬ 
stitute of Medical Sciences and the Ihu 
Institute of Fundamental Research but for 
one reason or other none of them have 
been able to conduct these tests. 


Perhaps the only honourable exception 
to this has been the Madhya Pradesh 
Pradushan Niwaran MandaL After an ini¬ 
tial slothful existence and disdain for the 
Shahdol group’s first water pollution 
study of 1973, the mandal has suddenly 
become very active. Experts from the 
mandal gave evidence in the case filed by 
the district magistrate of Shahdol against 
OPM in 1986 for polluting the' Sone, and 
now the mandal has‘01ed its own case 
against OPNf.'^In addition, it has begun 
conducting air pollution s’tudies inside 
and outside HJM. Nevertheless, the data 
collected by the mandal remains outside 
the public domain, and the mandal itself 
remains a trifle aloof from the 
people. 

What is the reason for this aloofness? 
Why do research insututions find it easy 
to accept with extreme rapidity the 
re.search jobs of industry but become sud¬ 
denly overcome with bureaucratic modesty 
when it comes to taking up issues that 
touch the people? Why is information that 
rightly belongs to the public domain 
secreted away in inaccessible files? Why 
is research for companies ‘scientific* while 
that for common, ordinary people 
becomes ‘unscientific’ and ‘politically 
motivated’? Why do research groups like 
the Shahdol group come to be branded 
with the stigma of the CIA agent on the 
specious grounds that they are trying to 
close down Indian business like the OPM 
so that the country will have to import 
paper from America? And why will ho 
newspaper in Shahdol publish any study 
that goes against the interests of the par¬ 
ticular business house that owns OPM 
and HJM? 

These are serious questions—some 
might even say allegations—that scientists 
would do well to ponder over. It is not 
merely a question, perhaps, of western 
science vs Indian science, or of establish¬ 
ment science vs people’s science— 
although some votaries of the cause of the 
people might like to delude themselves 
into believing so. The question is much 
simpler. It is, in fact, about the purposes 
of science and the class bias of science and 
.scientists. 

And while scientists ponder—if they 
want to—and argue; debate and obfuscate,. 
some of them might remember that the 
Sone rolls sluggishly on carrying its load 
of death. And there is Munnibai there on 
the sludge dumps of HJM carrying'away 
the large undissolved lumps of salt for 
eating or selling; and, unknown to her, 
that salt contains mercury—perhaps 
enough to poison, maim, or even kill. 
There are equations everywhere in life- 
one has only to look diligently enough to 
find them- 
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Reform as Farce 

i)N 

\ny movement to end bonded labour must address itself to the 
questions of democratisation of political power, access of the 
labourers to land and other productive resources and the ending 
of the caste system. 


OFFICIAL notice of the existence of 
bonded labour was taken in the midcst of 
Indira Gandhi’s ‘emergency’ rule. A flurry 
of activity followed —research studies to 
assess and identify bonded labourers and 
camps to educate them about their rights. 
All of this was used by some ‘leftists’ to 
aigue in favour of supporting the emer¬ 
gency rule as an attack on feudal forces. 
Over the years official thinking has come 
to recognise that ‘freeing’ of bonded 
labourers must be followed by their 
‘rehabilitation’. I'he result has been a 
number ol schemes for such rehabili¬ 
tation—srrme cash and/or. as in Palamu, 
lor instance, a pair of bullocks distributed 
to the ‘freed’ labourers. But the incidence 
of being reinducted into the ranks of the 
bonded did not come down. In fact in 
Palamu the landlords began to say that 
while formcily all they got was a labourer, 
now they got a pair of bullocks too! 

I he efforts of the state governments 
were supplemented by those of the cen¬ 
tral gosernment. But many years after 
such schemes wcie launched a report by 
the Comptoller and Auditor Cicneral of 
India conceded defeat in the implemen¬ 
tation of these schemes. After all this, the 
central government has now come up with 
yet another scheme—this time to involve 
so-called voluntary agencies to identify 
and rehabilitate bonded labourers. The 
voluntary agencies (meaning thereby the 
‘activists’ who run them) will be given a 
managerial subsidy and other monetary 
inducements as incentives to involve 
themselves in this work. 

The tendency of voluntary agencies to 
function as extension agencies of the 
government has been gaining ground in 
the last few years. Most of these volun¬ 
tary agencies are now not much more than 
that. The government is glad to use these 
voluntary agencies, not only for ad¬ 
ministrative reasons, but also because 
these agencies provide a safe avenue for 
the involvement of those youth who, 
dissatisfied with this venaksystem, might 
otherwise seek radical alternatives. In line 
with this approach the ideology has been 
formulated of doing only that which will 
provide immediate tangible benefits, 
which will themselves result in changes in 
the structure, while ignoring the large (and 
unrealistic) questions about political 
power, and so on. If the Naxalites, at one 


time, made the mistake of ignoring the 
■small and addressing themselves only to 
the large questions, then those who would 
draw from those defeats the lesson that 
revolution is, at least, not possible, if not 
actually unnecessary, arc asking the 
would-be activists to not even look at the 
large questions of the day. 

The question of bonded labour reveals 
very well the bankruptcy of such an ap- 
pioach to social change. Certainly some 
changes in agrarian relations, as is 
necessary in ending bonded labour, can 
be brought about without an overall 
change in the class (or classes) holding 
political power. In Palamu, for instance, 
there have been definite changes in the 
condition of bonded labour. This has 
happened in those areas where peasant 
movements have arisen to challenge the 
authority of the landlords. In such areas 
the labourers have refused to slick to their 
bondage, and the landlords have failed to 
impose their will. But this, it must be em¬ 
phasised, has occurred as part of overall 
militant, peasant movements addressing 
themselves to questions of revolution and 
politieal power. Reform, as Lenin had 
remarked, is a by-product of the revolu¬ 
tionary movement. When reform becomes 
an end in itself, then it may end as 
farce—as can be .seen in the matter of 
emancipating bonded labour. 

That which arises from certain relations 
of production (or, structures in another 
analytical framework) can only be 
abolished by changing the relations of 
production (structures). Having accepted 
that, it is, however, necessary to then iden¬ 
tify the particular relations of production 
that result in what it is intended to abolish. 
Heic we come back to that perennial 
debate about the mode of production in 
Indian agriculture. Some (like Sudipto 
Mundlc) identify bonded labour as an in¬ 
stance of the “formal subsumption of 
labour by capital” and thus as the begin¬ 
ning of capitalist relations of production. 
Others (like Utsa Patnaik) identify it as 
a feature of semi-feudalism. The political 
prescriptions that follow from these two 
analyses are quite different. The first 
analysis would target capitalism, as such, 
as the relations that have to be abolished 
in order to end bonded labour, while the 
second analysis would target the remains 
of feudalism as the relations that have to 


be abolished in order tp end bonded 
labour. 

Marx had identified the formal sub¬ 
sumption of labour by capital as the first 
phase of capitalist production, when 
capital had taken control of the process 
of pioduction but had not yet revolu¬ 
tionised it. Bonded labour docs seem to 
be a form of wage labour, albeit with 
many attached constraints, and does, 
therefore, seem to qualify for being an 
instance of the formal subsumption of 
labour by capital. This possibility is fur¬ 
ther reinforced by the identification of the 
end of the nineteenth century, when com¬ 
mercialisation of agriculture spread in the 
area under discussion (Palamu), as the 
period when bonded labour made a subs¬ 
tantial appearance. 

But counter to this analysis, it should 
be noted that bonded labour did not make 
its appearance in India in the period of 
forced commercialisation under British 
rule. Kosambi mentions bonded labour as 
having existed in Magadh, while Irfan 
Habib points out that it was wide.spread 
in the Mughal Empire. In Indian feuda¬ 
lism bondage through caste seems to have 
been supplemented by individual, debt 
bondage. So the spread of bonded labour 
in Palamu at the end of the nineteenth 
century could well have been due to it 
being the period when this region was 
brought into i he feudal, zamindari system. 

This interpretation is strengthened by 
the observation that bonded labour is 
usually more prevalent in the semi-tribal 
areas that are at the edges of caste-based 
Hindu society; thus making it likely that 
bonded labour has been a way of exten¬ 
ding the feudal domain. Further, the 
bonded labourers usually come from 
those castes and tribes that have most 
recently made the tran.sition from food¬ 
gathering to settled agriculture. In parts 
of Palamu, for instance, the bonded 
labourers are most frequently Bhuiyan or 
Korwa; the former, an untouchable caste, 
and the latter a tribe that is still in the 
proce.ss of settling down. 

Extra-economic coercion is an essential 
requisite for the existence of such illegal 
forms of labour. The result of this extra- 
economic coercion is not only that the 
wage rate is much lower than would other¬ 
wise have been the case, but also that the 
bonded labourer must suffer in many 
ways from a considerable lack of civil 
rights, so that the quality of labour ap¬ 
proximates more to that of the serf, than 
to that of the worker. The use to which 
such labour is put, which despite all the 
market involvement of the employers is 
not one of accumulation, also makes the 
labour more akin to personal service than 
surplus value production. The penetration 
of capitalist money relations, while not 
resulting in any substantial accumulation 
in the hands of the employers, has made 
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some difference to the conditions of 
bonded labour. The substance of the 
'Change has been to reduce the element of 
paternalism that went hand-in-hand with 
feudal bondage. Now the bondage re¬ 
mains, but paternalism has been replaced 
by naked cash interest. 

Access to productive resources, par¬ 
ticularly land, is an obvious requirement 
for ending bonded labour. But that, 
though necessary, is not sufficient. The 
farcical results of the various rehabilita¬ 
tion schemes show that it is not enough 
to distribute cash, bullocks, and so on. It 
is also necessary to break the coercive 

Dalits Take Over 

Parita Mukta 


THK dalits took over the entire Bombay 
Express train on Decembei 4, determined 
in their attempt to arrive in Dadar in time 
for the Ambedkar jayanti celebrations on 
December 6. Every year, thousands of 
dalits congregate in Bombay to rally round 
the symbol of Babasaheb Ambedkar and 
all that it means: a challenge to upper 
caste hegemony and the creation of an 
alternative identity which stands in op¬ 
position to this. At the present time, with 
right wing forces demanding deletions 
from Ambedkar’s writings on the nature 
of Hinduism, the rally took on an added 
dimension. What 1 had not realised till I 
witnessed it, is the struggle which must 
take place every year, by the dalits on their 
way to the rally, who consider it their right 
to travel, freely, to pay their respect to 
Babasaheb. 

I was travelling by this train from 
Howrah to Bombay, and saw this takeover, 
the whole incident throwing into sharp 
relief the nature of a struggle for just 
shares. The train, for a day and a half, 
became a microcosm of the underlying 
tensions of the entire society, the battle 
crystallising very basic questions of what 
the fight is about. 

Long before the train reached Nagpur 
(a strong dalit base), a couple of 
policemen had come into the second class 
reserved compartment, and had driven 
out those who did not have reserved seats. 
No-one had protested at this police action. 
It is an action taken everyday by the 
police, in the interests of the monied 
passengers who want to travel in some 
comfort. The two exit doors were then 
locked from the inside, and the metal win¬ 
dow shutters were drawn. The siege was 


power of the landlords. So long as that 
coercive power remains intact, the 
landlords will be able to subvert any 
reform, even if well-intentioned. The 
extra-economic coercion the landlords can 
bring to bear is itself a combination pf 
factors—the private guns at their com¬ 
mand, the support of the state machinery 
and the sanctions of the caste system. 

Any mqvement to end bonded labour 
must then address itself to the questions 
of the democratisation of political power, 
access of the labourers to land and other 
productive resources, and the ending of 
the caste system. 


set, and it was not till much later that 1 
realised that the shouts of fury outside 
was not the ordinary everyday anger of 
those trying to gain entry into a crowded 
train. The passengers were colluding with 
the railway authorities and the police to 
stop the dalits from exercising their 
customary right, and making their way in 
large numbers to Bombay. 

In the enclosed compartment, the talk 
all around was of the ‘SCs’ fouling the 
street of Bombay, and creating more and 
more slums. The Shiv Sena ideology is 
now no longer a fringe one. A Maha¬ 
rashtrian businessman with a brief case 
was most vociferous in this. A younger 
Marwari businessman concurred. All this 
time, at each stop, the stone throwing con¬ 
tinued. We were nearing Bhusawal, where 
the train is electriiled. Those traveling on 
the top of the^ train, outside, would no 
longer be able*to do so. 

Window shutters began to crash down. 
As more and more of them fell, fear grip¬ 
ped the compartment. The TT. took off 
his identifying jacket and put on a grey 
cardigan. A young married man told his 
wife to climb into the corner of the top 
berth—and followed her there. There was 
tangible fear that the ‘SCs’ would break 
into the compartment and wreak 
vengeance. 

they did break in. Not a ‘mob’ but four 
middlg-aged women and two old men. 
their belongings tied up in cloth bundle. 
They squatted on the floor. The fear and 
amazement which greeted their appear¬ 
ance lasted a split second. Then the 
fingers which were tensely gripping brief¬ 
cases ans suitcases relaxed. Breaths wore 
exhaled. The ‘reserved’ passengers realised 


that these were prople th^ had daily con¬ 
tact with, and daily brow beat. They were 
a known and recognisable entity. 

More people came in, all of them from 
the same social background. They looked 
what they were—small landholders, agri¬ 
cultural labourers. AH of them sat on the 
floor. Not one tried to dispossess the 
‘reserved’ passengers of their seats. None 
asked how come the ‘reserved’ passengers 
had enough money to afford reservations, 
while every year, hundreds of people 
travelling on the top of trains, get killed. 

At midnight, a young man, a dalit, 
entered the compartment and demanded 
that the berths be shared among all. He 
.said that they had, throughout the year, 
accepted their lack of access to these 
amenities. “Aaj nahin maneng^'. He added 
that the first class compartments had 
similarly been entered—and that unless 
people shared their berths, there would be 
trouble. In the exchange of words, and it 
being late, after a long tense day, it became 
obvious that it was time to accom¬ 
modate—and sleep. People .settled down 
for the night. 

It was the next morning that the real 
battle became manifest. The battle not 
over scats, but over the right to exist and 
live in this society visibly, with claim to 
it. This was brought out most clearly in 
the exchanges that took place between the 
Maharashtrian businessman and an older 
dalit woman, who spoke straight and with 
force. Did she think the train belonged to 
tnem? Did she think Bombay belonged to 
them? Yes, she affirmed. Babasaheb had 
taught them that the world was theirs. 
And twice a year, every year, they travelled, 
free, on the train, once to Bombay for the 
jayanti, and once to Nagpur to com¬ 
memorate Ambedkar’s conversion to Bud¬ 
dhism. They had a right to do this. Has 
your Babasaheb taught you to throw 
stones, she was asked. She shook her 
head. No, she said, we did not want to. 
But we did want to get to Bombay the day 
before the jayanti. And the doors on the 
train were locked... I have to return to 
Nagpur soon, he fumed. I’ll make sure all 
your programmes are over with before 1 
embark on the return journey. She showed 
her unconcern on her face. The train was 
approaching Dadar station. The compart¬ 
ment emptied, leaving only a few passen¬ 
gers to make the journey to VT, leaving 
the Ambedkar memorial behind them. 
Different spheres of life, and different 
priorities. Such are the daily division.s, 
hardly noticed, ever perpetuated. 

One day, we will all have to give up our 
seats, give up the fear of letting go of 
privileges, the fear of retaliation from 
those daily brutalised. The brutalised, 
though, have their own symbols, values 
and traditions which enable them their 
dignity, Babasaheb Ambedkar not the 
least of these. To imperil this is to imperil 
human dignity itself. 


Every year in December thousands of dalits congregate in Bombay 
to celebrate Ambedkar jayanthi. Their struggle, which must take 
place every year, to travel free on the trains to Bombay brings' 
into sharp relief their fight for just shares. 
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Helping the Down-trodden: NTR Way 

M Shatrugna 

Two recent government orders to the Telugu Desam government 
in Andhra Pradesh will drastically reduce the share of benefits 
accruing to the scheduled castes and tribes under the IRDP 
programme in the state and the state government’s weaker 
sections housing programme. 


THE Telugu Desam Party (TDP) that 
came into power more than four years ago 
on the slogan of helping the poor and 
down-trodden has been adopting a 
number of measures that go against the 
interests of the poorer among the poor, 
the scheduled castes and scheduled tribes. 
While atrocities on the .scheduled castes 
continue leading to such ghastly incidents 
as at Katainchcdu and Neerukonda, even 
the meagre economic benefits they have 
enjoyed are being eroded. 

All the elections in the state since 1983 
have shown that the backward classes con¬ 
stitute the backbone of tire electoral sup¬ 
port of the TDP, which until 198.‘5 gave 
no special benefits to these sections. Some 
attempt was made last year to provide ex¬ 
tra ‘reservations' for them in the educa¬ 
tional institutions. NTK who until then 
was carefully managing the electoral vote 
bank was shocked when the upper class- 
upper caste sponsored agitation succeeded 
in thwarting the government efforts. 
While this was the situation with the BC's, 
the party has never been at case with the 
scheduled castes since the 1983 elections. 
The TDP, a.ssuming (not w ithout basis) 
that the malas among the scheduled castes 
supported Congress(l) tactically tiied to 
woo the madiga .sections of the SCs by 
promising some benefits to them. The in¬ 
clusion of a senior minister (number three) 
from the madiga community showed that 
the TDP was successful in dividing the SC 
vote. 

Now a peculiar situation has arisen. 
Though the BCs have been backing the 
TDP in full the government has not done 
anything concretely to exhibit its gratitude 
to them as a major .shaie of the cake 
meant tor the ‘weaker sections’ is given 
to the SCs and STs. With no new ideas to 
tap additional resources, the government 
appears to have decided on the policy of 
‘deny Peter and pay Paul’. 

Recently the TDP government has 
issued two government orders (GOs) that 
go against the SC and ST interests. Take 
the GO pertaining to the IRDP pro¬ 
gramme. So fat 50 per cent of the bene¬ 
ficiaries wew from the SCs and 10 per cent 
from the Sl|. This year the state subsidy 


on the scheme itself is Rs 20 crore and 
with matching central assistance and bank 
credit, the value of the IRDP programme 
is around Rs 90 crore. About Rs 45 crore 
and Rs 9 crore was to be earmarked for 
SCs and STs respectively. However, on 
October 26, the government issued a GO 
(GO Ms No 34405) changing the entire 
IRDP beneficiaries pattern. The funds 
earmarked for SCs and STs put together 
was reduced to 30 per cent. The justifica¬ 
tion of the GO is the government of 
India’s ‘recent’ guidelines on IRDP 
beneficiaries. 

How.correct is the state government’s 
interpretation of the central guidelines? 
These guidelines say; “The families 
belonging to scheduled castes and sche¬ 
duled tribes constitute the bulk of the 
poverty group. In order to ensure that 
these families are not denied their due 
share, it is provided that at least 30 per 
cent of the assisted families should be 
drawn from SCs and .STs!’ The directive 
further says that at least 30 per cent of 
the total beneficiaries should be women. 
Firstly, the central guidelines arc not re¬ 
cent. They were issued 20 months ago on 
January 23, 1986. Secondly, they arc only 
advisory in nature. Ihen what has pro¬ 
mpted the government to unearth this 
directive now? 

In any case, despite the central 
guidelines, a number of other state 
governments like UP, Haryana, Punjab 
and Tamil Nadu are using the 50 per cent 
norm even now. It appears that the 50 per 
cent norm was accepted and implemented 
all over India after a directive letter to the 
chief ministers dated March 12, 1980 was 
i.ssucd in 1980, by Indira Gandhi. To 
quote; “The proportion of SC in the 
poverty population of India is much larger 
than their proportion of 15 per cent in the 
total population. They are characterised 
by bclow-the-poor line economic status, 
poor asset ownership, general dependence 
on agricultural labour, subsistence farm¬ 
ing, share cropping etc, preponderance of 
bonded labourers, and subjection to social 
and civil disabilities" From the above let¬ 
ter it is clear that the percentage benefit 
has no relation to the percentage popula¬ 


tion. The criterion is poverty, not 
numbers. 

Also, before issuing the recent GO the 
TDP government has not come out with 
any documentary evidence to indicate that 
the life of the SCs in the state has improv¬ 
ed substantially as to warrant this change. 
It appears the state government took 
shelter under the central ‘guidelines’ only 
to hide its own evil designs on the SC and 
ST population. 

The SCs have also lo.st heavily in the 
weaker sections housing programme. Ac¬ 
cording to earlier norms for IRDP, 50 per 
cent of the weaker section houses are 
allotted to SCs, 10 per cent to the SIS and 
30 per cent to the listed BCs. Now the 
government has issued another GO on 
October 10 (a day after the IRDP GO) 
changing (he allotment norms. Now 
percentage population is the criterion for 
allotment. 

During the current financial year about 
1.45 lakh houses arc to be built with an 
estimated cost of Rs 120.80 crore. In the 
earlier formula the SCs were eligible for 
72.5 lakh houses and the STs 14,500. Now 
the SCs will get only 21,750 houses and 
the Sfs only 8700 hou.ses instead of 
14,500. In the process, the SC and .ST 
together will lose access to about 56,350 
houses this year alone. Or houses worth 
about Rs 47.02 crore. 

In the earlier formula the (BCs) were 
to get 30 per cent houses or 43,500 houses. 
Now according to the calculations of the 
AP Backward Classes Corporation, ac¬ 
cepted by the government the population 
of the BCs in the state (barring munici¬ 
palities, corporations and cantonment) is 
around 40 per cent based on the 1981 Cen¬ 
sus. Accordingly, in the present case, the 
number of houses to the BCs will be 
58,000, a jump of 14,500 houses. In terms 
of value, whereas the SC and ST vvill lose 
an allocation of Rs 47.02 crore, the BCs 
will gain by Rs 12.08 crore. Now on the 
population basis, only 61 per cent (15 per 
cent SC, 6 per cent ST and 40 per cent BC) 
of the weaker section houses are accounted 
for. What .sections are eligible for the rest 
of the houses is not clear. Thus though 
the BCs are going to gain substantially, 
the SCs and STs are going to lose heavily 
both in the IRDP programme and the 
weaker section housing programme. Apart 
from the above two major policy deci¬ 
sions, the government recently has decided 
to disallow the SCs from growing trees 
along .the canal bunds in the coastal 
districts. Called the ‘pre-patta’ system, 
the decision will throw thousands out of 
livelihood. The new decision will deny the 
SCs about Rs 6 crore per annum. Also the 
government has recently withdrawn 
drought relief facilities to the SCs 
estimated at Rs 7 crore. 
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Armed Struggle in Philippines 

Dev Nathan 


The contemporary Filipino revolutionary movement goes back to 
the late 1960s when socio-political upheavals were taking place in 
many parts of the world. In December 1968, the Communist 
Party of Philippines was reorganised and since then has 
successfully adopted the path of armed struggle, with a force of 
20,000 full-time guerilla fighters, people’s militia and mass support 
in many areas. This report in two parts based on discussions with 
leaders of the party and the New People’s Army traces the history 
of the movement. 


First quarter Storm and afier 

AFTER the imposition of Martial l-aw m 
1972 the anemy launched a full-scale offen¬ 
sive on Isabella. Some 7,000 troops were 
used against the less than 300 NPA fighters 
in an area about 150 km in length and 50 
km in breadth. In order to try and cut off 
the guerillas from the people and in order 
to prepare Vietnam-style ‘free fire’ /ones, 
more than 50,000 people were uprooted and 
forced into concentration camps. 

In the face of the enemy’s massive offen¬ 
sive, the party leadership in northern Luzon 
adopted the erroneous policy of defending 
the Isabella base. Due to this, the enemy was 
able to block the majoi points of entry/exit 
and severely restrict NPA movements. The 
NPA lost the military initiative and the area 
of the base too .steadily shrank. More than 
a company’s strength of the NPA was wiped 
out. And it took a whole year before the 
policy of not defending the base, but of pro¬ 
tecting the revolutionary armed forces was 
adopted. The major NPA forces were then 
shifted out of the area, while small, highly 
mobile units stayed behind to harass the 
enemy and secret organisers stayed among 
the people to carry on resistance to the 
enemy’s repression. 

These and other lessons of the experience 
of building guerilla fronts were summarised 
in the 1972 document “Specific Charac¬ 
teristics of Our People’s V^r”. The docu¬ 
ment identified the CPP’s armed struggle as 
being in the stage of the strategic defensive, 
with forces vastly inferior to those of the 
AFP. But even within this strategic defen¬ 
sive it emphasised the necessity of under¬ 
taking tactical offensives, in order to secure 
the small victories that would simultaneous¬ 
ly whittle down the enemy’s strength, boost 
the growing revolutionary armed forces, 
build their own self-confidence and the con- 
Odence of the people in armed struggle, and 
finally, provide arms for the NPA. 

The areas of guerilla activity were concrete 
expressions of the politics of national 
democracy and helped the radicalisation of 
the student, youth, church, women and pea¬ 
sant movements in the nationalist upsurge 
of the late sixties and early seventies 


culminating in the First Quarter Storm of 
1972. The result of this radicalisation was 
that the imposition of Martial taw in 1972, 
while suppressing the open movement in the 
cities only provided a large number of cadres 
to build the armed peasant movement. The 
CPP’s slogan was ‘I\'oplc’s war is the answer 
to Martial Law’. 

Parly membership which was just about 200 
in 1971 shot up to about 1,000 after the First 
Quarter Storm. A number of them went out 
to begin work in the rural areas. Work was 
initiated in many areas. In Mindanao, for 
instance, work was initiated in some seven 
places. But soon collapsed in four. In the 
southern Tagalog region, part of southern 
Luzon work was begun in all the provinces. 
By 1977 alt these areas had been crushed or 
abandoned and work was concentrated in 
the mountainous province of Bicol. 

These many di.sasters led to a policy of 
concentrating work in a few places, and that 
too in hill areas where the enemy was not 
so strong. The hills also usually lay on the 
borders of several province's and thus had 
the advantage of being dealt with by several 
provincial governments, whose suppression 
activities would not be so well-coordinated 
in the critical early phase when the revolu¬ 
tionaries were trying to establish themselves. 

The mountain areas had a large propor¬ 
tion of ‘national minorities’—whom we in 
India would refer to as tribals. The mino¬ 
rities with their traditions of hospitality and 
of resistance to the exactions of the local 
bureaucracy, had litle hesitation in welcom¬ 
ing the units of the NPA. The fighters of the 
NPA coming from the low lands, however, 
took some time to understand the problems 
of the people in the mountain regions and 
to adjust to the different value systems of 
those who still practised slash-and-burn 
agriculture or food gathering, and for whom 
the class society notions of private property 
were not yet quite developed. Initially in 
these minority areas too what was pro¬ 
pagated was the general demands of the 
national democratic revolution. The specific 
questions of the minority people were identi¬ 
fied over times. 

One of the regions of the minority people 


where the NPA is quite strong is the Cor¬ 
dillera. Over time the programme worked 
out for the Cordillera recognised: 

(1) The people of the Cordillera (known 
as Igorots—or, hill people) are victims of 
national oppression and thus they should 
struggle for self-dctermiiuition, which in this 
instance was later formulated as an auto¬ 
nomous province, where they would be able 
to determine their own laws on economic 
and social matters. 

(2) The land problem is the main problem 
of the Igorot people and feudalism and 
landlordism exist in the mountain provinces. 
Besides there is also the question of the 
Igorots rights to their ancestral domains, 
which were often taken over by the Manila 
government for so-called development pro¬ 
jects that did not at all benefit the Igorots. 
The struggle for autonomy was thus linked 
with the struggle for land. 

(3) There are cla.sses and there is class 
struggle in the Cordillera. The foreign 
monopoly capitalists and local compradore 
are the main exploiters, the targets of the 
people's movement. Further, among the Cor¬ 
dillera people too there are some landlords 
and there would continue to be a struggle 
agatnst this landlordism, within the frame¬ 
work of the struggle for Cordillera 
autonomy. 

The elaboration of a line specifically for 
the national minorities has been an impor¬ 
tant factor in the strong base of the CPP- 
NPA in the minority regions. The CPP sup¬ 
ports the demand for autonomy in the 
Muslim (Moro) regions of Mindanao. This 
autonomy is formulated within the frame¬ 
work of the Philippines. But the CPP also 
recognises that continued, violent suppres¬ 
sion of a movement for autonomy, can lead 
to a justified demand for secession. 

Coming back to the post-1972 situation, 
work in the new areas usually began with 
squad-sized (seven to 15 persons) formations 
of Armed Propaganda Units (APU). They 
mainly did political, organisational work 
among the masses. Their armed, military 
work was very much secondary. These APUs 
often had at first no arms at all, or merely 
the traditional arms given to them by the 
peasants. Initially lacking much support, 
they had to remain inconspicuous and thus 
couldn’t carry long arms, like rifles. Some 
squads started with just knives. 

In Mindanao loo work began with APUs. 
But it was found that due to the state’s 
weakness (because of the greater isolation 
of the state machinery from the local people) 
it was possible and easier to operate with 
teams of two or three cadres, with at best 
small arms or even no arms at all. These 
teams began to be called Semi Legal 
Teams-SLTs. 

Peasant organising was in this initial 
period very haphazard. Not sufficient social 
investigation was carried out and the initial 
contacts who may even have been from the 
upper classes, were organised into Barrio 
Revolutionary Committees (BRCs). Under 
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the BRC were the peasant, women and youth 
organisations. But the whole structure was 
too open to unreliable and untested ele> 
meats. Sometimes organisations were set up 
through mass meetings that lacked a proper 
class basis. Enemy action easily smashed 
such weak and ill-founded organisations. It 
was through hard experience that the cadres 
learnt the methods of doing as much of a 
class analysis of the village as possible and, 
on that basis, in a step-by-step fashion 
organising peasants, youth and women in 
separate groups; before taking up party¬ 
building and only after that attempting to 
set up Barrio Revolutionary Committees. 

The military work of the APU was secon¬ 
dary to its mass work. Military work was 
chiefly a matter of actions against dacoit 
chiefs and gangs, police informers, and the 
like. These actions were both a punishment 
to those who refused to change their ways 
and a source of arms. Often the first armed 
actions were against local bandit chiefs— 
carried out after these chieftains had first 
been isolated from any mass support. After 
the bandit chiefs, came the police informers 
in the villages and individual police and 
military officials on the highway. When there 
were enough Red fighters to be able to form 
a squad, then mobile police and military 
would be attacked. After such attacks the 
policy was to let the enemy ‘punch in the air’, 
i e, to move out of the immediate area and 
circle around the enemy. As mass support 
and the level of intelligence gathering grew, 
the APU would wait around to watch the 
enemy reaction, perhaps ambushing advance 
groups, before moving away. In raising the 
level of the armed unit from an APU doing 
mainly political work, to a Regular Guerilla 
Unit (RGU) two factors were important. The 
first was the development of local cadres 
who could themselves organise an APU or 
a SLT, take over the main tasks of mass work 
and free the original APU for mainly 
military work. The second was the existence 
of a support base wide and deep enough to 
form a rear for the guerilla unit. There 
needed to be a general acceptance of 
national democratic politics, the politics of 
the seizure of political power by armed 
struggle in order for an area to qualify as 
a rear. A further requirement for the forma¬ 
tion of a RGU was that the rear should be 
cleared of police informers and other such 
bad elements. In the early period it usually 
took about two years from the initiation of 
mass work by an APU or SLP to be able 
to form a Regular Guerilla Unit. 

For the RGU there had to be some kind 
of training. But in the initial period this was 
not very systematic and mainly an on-the- 
job affair—those whovwere somewhat ex¬ 
perienced taught the new recruits. Training 
included political training, weapon handl¬ 
ing and simple questions of tactias. 

The consolidation of a guerilla zone was 
an inter-ielated process, involving the mass 
base, armed forces and party organisation. 
The mass base affects the tactical oflensives 


that could be launched. Information, sup¬ 
plied by the people, direct and indirect sup¬ 
port in military actions, and provision of 
food, shelter and other materials are among 
the support requirements of a guerilla unit. 
In some areas there were existing substan¬ 
tial peasant movements before the NPA 
began its work in the area. This was true of 
Ikriac. Also of Davao in Mindanao, where 
there had been a long period of peasant 
struggle, though led by the reformist Federa¬ 
tion of Free Farmers (FFF), before Martial 
Law and before the NPA began operating 
in the area. Ih some other areas, as the Cor¬ 
dillera, there had been struggles by the 
national minorities against the development 
projects that had been depriving the hill 
people of their lands and means of liveli¬ 
hood. But there were also areas like Isabella 
which did not have a tradition of peasant 
struggle, prior to thf work of the NPA in 
the area. 

But whatever the level of the existing mass 
movement, the NPA did not substitute itself 
for the masses and did not carry out the kind 
of anti-landlord actions with which we in 
India are so familiar. Instead, it encouraged 
the peasants to take up these struggles. At 
first it might have been the very indirect 
form of under-reporting the crop. As the 
peasants get bolder, their committees would 
take up negotiations with the landlords’ 
agents. If the agents reported to the police 
or took other action against the peasant 
leaders or the people, then the NPA would 
step in and warn the agents and counter any 
armed force that might be used against the 
peasants. At times the NPA would sit-in on 
the negotiations. But the decisions would be 
taken by the peasant committees themselves. 
As the masses got more organised, the share 
of the crop given to the landlords would be 
reduced from the original Vi for the land¬ 
lords, along with the cost of inputs to be 
borne by the peasants, to just 'A for the 
landlords. Along with this in, say, coconut 
areas the pressure of the NPA enabled the 
peasants to grow other crops like bananas 
or raise animals and fowl, without having 
to give the landlords any share of these 
supplements. 

This policy of NPA—not substituting 
itself for the peasant masses in the anti- 
feudal struggle—went along with the policy 
of not pushing landlordism to extinction in 
one blow. The NPA directly intervened on 
the side of the peasants only when the 
landlords’ agents tried to use their private 
armies or police against the peasants and 
their leaders. Landlords and their agents 
who were willing to come to an agreement 
with the peasants were not pushed to the 
brink. Even in the contributions made by the 
landlords and their agents to the funds of 
the revolutionary organisation, there is 
usually no direct compulsion; though, of 
course; the armed presence of the NPA has 
itself been a powerful compelling factor. It 
is only the most diehard and despotic 
landlord elements/agents whose lands 


have been seized without payment of any 
compensation. 

It should be noted that in the Philippines 
the landlords do not stay in the villages. The 
collection of rent is left to the agents/ 
administrators who reside in the villages. 
Along with this, there is not much of a rich 
peasant class, particularly in the hill regions, 
where the NPA invariably established itself 
first. As a result of these factors, unity of 
the masses against the landlords is a some¬ 
what simpler matter than in India (other 
than in the tribal, semi-tribal regions). This 
unity was made even easier to attain by the 
fact that during the long years of Martial 
Law, the NPA was the only force in the 
countryside opposing the fascist Marcos 
regime. The same factor also made it easier 
for the middle forces to side with the NPA. 

In the overall building of guerilla fronts 
two main problems were encountered. The 
first was that of overexpansion without con¬ 
centration. Thus there was no strong, con¬ 
solidated reas to fail back on in order to meet 
the enemy. Such areas with insufficient con¬ 
solidation were easily crushed. In Mindanao 
the problem of too many areas cropped up 
again and again. In Visayas and northern 
Luzon too this problem came up. To rectify 
it the CPP adopted the policy of concen¬ 
trating on building guerilla fronts in a few 
major islands first and the number of areas 
of work was reduced in order to speed up 
consolidation. 

At the other end of the scale was the pro¬ 
blem of over-consolidation. With the limited 
forces then in the NPA, the over-concentra¬ 
tion of the forces and the building of strong 
party units and mass movements in an area, 
provided clear targets to the enemy. Initially, 
the thinking, as in Isabella, was to create a 
base area, in4he expectation that like Yenan 
it could provide a stable foundation for the 
spread of the revolution. But with the overall 
limited forces in the NPA and with the AFP 
able to concentrate as many troops as the 
enemy wanted, such stable base areas were 
not possible. Further, building an area upto 
that level rather than putting the available 
forces into expansion, only invited the enemy 
to concentrate his attacks on such areas. 
Isabella in northern Luzon, and Sorsogon 
and Aurora in central Luzon were examples 
of such over-concentration. Sorsogon was 
wiped out by the enemy, while Isabella suf¬ 
fered heavy losses. 

By 1976/77 the dynamics and methods of 
building a guerilla front had been mote or 
less learnt. Some 20 fronts had been esta¬ 
blished by this time. After 1977 the time it 
took to establish a guerilla front was some¬ 
what reduced and the number of fronts grew 
rapidly to number some 36 by 1982, cover¬ 
ing most of the strat^c areas in the country. 

. In the period when the NPA was still lear¬ 
ning the process of establishing a guerilla 
front (1972 to 1976), it was very'much helped 
by the MNLF-led Muslims self-determina¬ 
tion movement in Mindanao, which tied up 
the majority of the AFP forces in a savage 
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war aga^st the Muslim movement. This 
gave the’ NPA time to learn and establish 
guerilla fironts. By the time the Tripoli agree¬ 
ment was signed in 1982 between the Marcos 
government and the MNLF, the NPA had 
already established a sufficient number of 
guerilla fronts (36) to make it difficult for 
the AFP to sufficiently concentrate its forces 
to deal decisive blows at the NPA. Of course, 
along with that the weakening of the Marcos 
regime made it impossible for the Martial 
Law administration to fully use even the 
armed forces at its disposal. 

In October-December 1981 the Marcos 
government resorted to ‘hamlettinr’ 
in Davao del Norte in the island of Min¬ 
danao of the people were forced to leave 
their homes and stay in the village centres. 
They were allowed out only at fixed times 
t6 work in the fields and even then could not 
take any food with them. This was the 
government’s attempt to suppress the armed 
struggle in the area after the usual military 
offensive had failed. 

In 1982 the Party Committee reasiiessed 


THE crackdown by the Malaysian govern¬ 
ment on a wide cross-section of dissidents. 
106 of whom were arrested under the Inter¬ 
nal Security Act (ISA) at the end of October, 
has come as a blow to a growing number of 
public interest groups in that country. For 
amongst those arrested are people who had 
made a conscious choice to remain outside 
party politics while taking up issues dealing 
with the environment, consumerism and 
civil liberties. 

While the arrest of the political dissidents 
can be more easily explained, that of the 
social activists is more complex. It has its 
roOvS in the nature of Malaysian politics and 
the manner in which the political structure 
in that country forecloses options for 
political activism outside the party structure. 

Malaysia’s politics, following indepen¬ 
dence from the British in 19S8. have been 
governed by two factors, its multiracial 
character and its fear of communism. In a 
' population of some 16 million, roughly 51 
per cent are Malays, 35 per cant Chinese and 
II per cent Indians. During the British 
period, the Chinese and the Indians domina¬ 
ted the economy and the professions while 
the Malays remained largely in the villages. 
As a reaction, the post-indepepdence period 


the move, and concluded that they should 
move back into the region, as there were suf¬ 
ficient areas and mass support to continue 
operations. In February 1982 the RGU which 
had moved to a nearby front when hamlet¬ 
ting was introduced returned and launched 
tactici offensives, beginning with raids on the 
Civil Home Defence Forces (CHDF) in two 
barrios. The CHDF were the most-hated 
fascist goons and were the ones responsible 
for carrying out atrocities on.the people. 
News of the raids spread very quickly in the 
area, and brought great joy to the people 
who knew that the NPA was still alive. By 
1984 the area had been reorganised. Davao 
has developed into one of the strongest areas 
of the revolutionary movement strong not 
only in the countryside but in Davao city 
too. In 1986 there were as many as five 
guerilla fronts in Davao, with company-sized 
units operating. 

(Concluded) 

(The first part of this report appeared last 
week.] 


was marked by the ‘bhumiputra’ (sons of the 
soil) policy which sought to give preferen¬ 
tial treatment to the Malays in an attempt 
to right what they considered was an 
imbalance. 

The racial mix was also reflected in the 
politics of the country which have been 
dominated by a coalition of three racially- 
based parties—the United Malays National 
Organisation (UMNO), the Malaysian 
Chinese Association (MCA) and the Malay¬ 
sian Indian Congress (MIC). The very com¬ 
position of this ruling alliance assured it 
rnaximum support; any opposition that 
existed was in fringe parties, like the 
Democratic Action Party (DAP), which is 
Chinese-dominated though it claims to be 
multiracial. 

The fear of communi-sm stems from the 
three years of guerilla warfare that the newly- 
independent Malaysian government had to 
fight in the late fifties. The presence of com¬ 
munist China to the north and the fact that 
35 per cent of Malaysian are Chinese is seen 
by the Malays as a constant threat. Every 
gesture of the Chinese towards maintaining 
a separate identity, whether it is Mandarin- 
medium schools or the demand for a 
Chinese university, is interpreted as a lack 


of commitment to a multi-racial Malaysia. 
In fact so strong is the paranoia about com¬ 
munism that a Chinese journalist told me 
that for a Chinese even to admit that he or 
she is a ’free thinker’ rather than a member 
of some religious group is considered 
suspect. 

In the immediate post-independence 
perio4 there was a general consensus 
amongst the races and a genuine optimism 
about a stable multi-racial future for 
Malaysia despite the breaking away of the 
Chinese-dominated island city of Singapore; 
A large measure of this is attributable to the 
open and tolerant attitude of Malaysia’s fir^ 
prime nfinister, Ibnku Abdul Rahman. This 
era, however, ended rather abruptly on May 
13, 1969 when the country experienced its 
first bout of serious racial riots. A state of 
emergency was declared, parliamentary 
democracy was suspended for 21 months 
and all open political activity came to a 
standstill. 

The riots coincided with the beginning of 
a more vociferous brand of Malay nationa¬ 
lism (hat demanded stronger guarantees for 
Malays. Partly in response to this the New 
Economic Policy was formulated which en¬ 
visaged that by 1990,30 per cent of all com¬ 
merce and industry in the country would be 
Malay owned. Till then the economy was 
controlled almost entirely by the Chinese. 

The rise of this kind of fundamentalism 
was evident in the decline in Malay support 
for UMNO in the 1969 election; the results 
were declared a few days before the racial 
riots. In that election, Islamic fundamen¬ 
talist parties like the Parti Islam Se Malaysia 
(PAS), were able to capitalise on the feelings 
amongst Malays that the policy of accom¬ 
modation, of which the Tinku was the main 
architect, went against Malay interests. The 
llinku became a special target of this 
militancy and ultimately had to step down. 

The change of leadership within UMNO 
in the early seventies marked a decisively new 
phase in the country’s politics. The months 
following the riots were used not only to re¬ 
establish UMNO’s pre-eminence in the rul¬ 
ing coalition but also to consolidate Malay 
dominance in the country through addi¬ 
tional preferential policies towards Malays. 

This phase also marked a shift in the 
economic policy. While in the years after in¬ 
dependence, Malaysia’s economy was depen¬ 
dent on trading in its primary commodities, 
namely tin, rubber, palm oil and cocoa, the 
.seventies marked the beginning of an export- 
oriented economy which was tied in much 
more closely into the international capitalist 
system. Multinationals moved into the coun¬ 
try in numbers and set up manufacturing 
units, many in the special export processing 
zones geared specifically for this. With them 
they brought a transnational consumer 
culture that is evident today in the burgeon¬ 
ing shopping malls which display the latest 


Malaysia: Bogey of Racial Tension 

Kalpana Sharma 


The government explains the recent crisis in Malaysia in terms of 
the rising racial tension. But in fact, the arrest of political 
dissidents and social activists brings into focus the nature of the 
political structure in the country which forecloses options for 
political activism outside the party structure. 
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consumer products. 

While the governmem explains the recent 
cri.si.s in terms of rising racial tensiori, which 
they allege is the work of certain vested 
groups, the roots of the crisis lie in the state 
of the economy and the form of economic 
dcvelopirient that Malaysia has opted for. 
The racial tension is the consequence of the 
dissatisfaction on the part of both the ma¬ 
jority, who think the government is not 
going far enough to protect their interests, 
and the minorities, wjto perceive a gradual 
erosion of their rights and feel that there is 
little future for them in Malaysia. 

ShRIOUS RLCtSSlON 

Malaysia has suffered from a .serious 
recession in the last couple of years due to 
the fall in commodity prices and the general 
downtrend in the western economic system. 
Also, for the first time it has to contend with 
a growing number of educated unemployed 
youth. 

Coinciding with this economic pinch has 
been a rising and more strident Islamic fun¬ 
damentalism. Although the government has 
tried to meet this by coopting some of the 
key men into the government, such as the 
present education minister, Anwar Ibrahim, 
who was an outspoken member of PAS, it 
has not succeeded in neutralising this force. 
The fundamentalists have been able to ex¬ 
ploit the alienation which has arisen out of 
the urban-centred western consumer culture 
that is reaching out into the countryside, to 
draw the more conservative rural Malays into 
their fold. 

While younger Malays are turning to the 
more fundamentalist parties, or responding 
to the rabid rhetoric of UMNO youth (it is 
believed |hat the actual culprit for the rise 
in racial tension recently was the leader of 
the UMNO youth who is a member of the 
cabinet and son of a former prime minister), 
the new generation of Chinese and Indians, 
who feel more integrated into Malaysian 
society than their parents, are also looking 
for a political role. Yet within the controlled 
democracy of Malaysia, there are few legiti¬ 
mate avenues for such politics, specially of 
dissent. Criticism of government policies is 
easily misconstrued as being either a pro¬ 
pagation of ‘communism’, or racially 
sensitive. 

Restrictive press laws, such as the Prin¬ 
ting Presses and Publication Act 1984 which 
requires publications to renew their permit 
annually, the minister’s decision being final 
and beyond appeal, ensure that most papers 
toe the government line. In any case the 
largest group o/ newspapers, the Fleet group, 
is owned by UMNO. This group also owns 
the third TV channel, the other two arc 
owned by the governineni. The second 
largest English language paper. The Star, is 
owned by the MCA which is also part of the 
government. However, its chairman is Tliidcu 
Abdul Rahman, and largely due to his 


statute as an elder statesman and his frankly 
critical attitude towards the government, the 
paper has become the voice of the opposi¬ 
tion on many issues until it was banned 
recently. The other two paper also banned 
are the independent Chinese paper. Sin 
Chew Jit Poh, and Watan, a Malay 
fortnightly. 

In such a situation-, politically conscious 
individuals, who cannot identify with the 
racially-basied party t>oUtics, have few open¬ 
ing for any kind of political activism. In¬ 
evitably many of them have turned towards 
social issues and this in turn has led to a 
noticeable growth of public interest societies 
in Malaysia during the seventies. Thc.se 
groups have taken up consumer, environ¬ 
mental and civil liberties issues. Amongst 
them are Aliran, a multi-ethnic movement 
founded in 1977 by Chandra Ma/affar, one 
of those detained under ISA. Consumer 
groups include the Consumers Association 
of Penang (CAP), whose young and plucky 
lawyer, Meenakshi Raman, has been detained 
presumably for her involvement in the case 
filed by inhabitants of a village in Perak 
district against a radioactive dump. Also 
detained is Harrison Ngau fromYhe Shahabt 
Alam Malaysia (SAM), part of the world¬ 
wide environmental group Friends of the 
Earth, who was organising the tribal in¬ 
habitants of Penan in Sarawak against the 
cutting down of one of the last remaining 
tropical rainforests in the world. Groups like 
the Selangor Graduates Society and the 
Institute of Social Analysis (INSAN) have 
exposed the existence of child labour and the 
manner in which multinational electronic 
companies have exploited Malaysian labour 
in the free trade zones. 

Chandra Muzaffar, in his perceptive book, 
“Freedom in Fetters” notes that the 1974 
general election, when the ruling coalition 
incorporated a number of groups earlier 
opposed to them in the new Barisan Na- 
sional, was a turning point because “would- 
be social activists became more or less con¬ 
vinced that the Barisan was invincible... 
Out of frustration and disappointment .some 
of them decided to work with existing public 
interest societies or to start new ones” 

As long as these groups worked on a small 
scale, writing in their journals, or taking up 
relatively harmless issues, they did not clash 
with the government. But increasingly the 
issues they were taking up moved beyond the 
local. They were forced to go beyond lob¬ 
bying to actually organising people, as in 
Perak or in Sarawak. These kind of issues 
also trod on business interests closely aligned 
with the political powers. Inevitably, this 
kind of work was seen as political. 

As a contrast one has to read the environ¬ 
mental writing in the newspapers. Although 
there are articles about industrial pollution, 
for instance, there will be no information on 
the specific industries involved, nor about 
the reasons for government inaction. Simi¬ 
larly, civil liberties groups could not merely 


speak on these issues in general but were 
forced to take up specific infringements on 
freedom such as the amendment to the 
Official Secrets Act (OSA) which was pushed 
through at the end of 1986. People like 
Muzaffar were in the forefront of the cam¬ 
paign against it and The Star wrote a front 
page editorial against it. Often these groups 
personally bore the brunt of many of the 
restrictive laws such as the one requiring all 
publications to obtain an annually renewable 
permit before publishing. Muzaffar was 
denied the right to bring out a publication 
on behalf of Aliran and oniy succeeded after 
taking the issue to court. 

So by the mid-eighties it was apparent that 
opposition to the ruling group came not just 
from within the alliance—in the recent 
UMNO general election, prime minister 
Mahathir’s group won by a very narrow 
margin—and the limited political opposi¬ 
tion, such as the DAP, but also from a grow¬ 
ing number of public interest groups who 
had begun to cooperate on larger issues, .such 
as the OSA amendment, while pursuing their 
individual projects. The fact that key 
members of some of these groups have been 
arrested in the latest crackdown is proof that 
the government perceived them as a poten¬ 
tial threat. 

Behind the government’s action also is a 
suspicion that all those who do not join 
mainstream politics must be communists or 
some shade of the left. In some respects this 
assessment is not far wrong. Although few 
of these groups articulate any kind of left 
ideology, given the restrictions in Malaysia, 
it is clear that if left parties had been allow¬ 
ed to operate openly, many of these indi¬ 
viduals would have been participants. 
Within the existing political framework, 
however, they can see no role for themselves 
outside what appears to be an apolitical one. 
I ast October's crackdown is going to prove 
a serious blow to this kind of non-political 
activism. Fear of reprisal will restrain the 
more timid from associating themselves with 
groups which so far had been considered 
relatively ‘safe’. 

On the other hand, those who remain with 
these groups will become more radicalised. 
They cannot delude themselves anymore into 
believing that the state will ignore their 
activities just because they are not overtly 
political. As Muzaffar puts it, “The very fact 
that a cause is taken up must suggest that 
in the eyes of its advocates at least there is 
some defect or other in the existing state of 
affairs which needs to be rectified. This is 
why public interest societies are often critical 
of what is happening around them. Ex¬ 
pectedly, this earns them the ire of the 
government of the da^* 

Having been singled out by the govern¬ 
ment, it will be interesting to watch what 
course of action these groups choose to 
adopt for the future; 

[A shorter report on the subject by the author 
appeared in Indian Express of November 14.] 
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Wrong Controls 

Sanjaya Baru 

Regulation and Development; India's Policy Experience of Controls over 
Industry by Sharad M Marathc; Sage Publications, New Delhi, 1986; 
pp 328, Rs 195. 


THAT industrial growth in India has fallen 
short of both expectation and fequirement 
is widely recognised—those who fudge the 
numbers are the lone sceptics! That much 
more is both necessary and possible is com¬ 
monplace. Where disagreement begins is 
when one looks for an explanation for this 
performance. The battle lines, often blurred, 
are drawn along several fronts. The supply 
vs demand constrained, the agricultural vs 
public investment constrained, low efficiency 
vs poor infrastructure constrained, domestic 
savings vs foreign exchange constrained and 
so on and so forth constitute the several 
points along which stimulating and useful 
debates have occurred. The most polemical 
of these debates has however revolved 
around the control vs decontrol explana¬ 
tions. The most important formulation of 
the argument against controls was made by 
Bhagwati, Desai and Srinivasan who sug¬ 
gested that the villain of the story was the 
so-called ‘QR-regime’. Decontrol-wallahs 
have not looked back since. It is now an ac¬ 
cepted tenet of ofncial policy that too many 
controls have spoiled the industrial broth. 

Fortunately, though, such black and white 
formulations on the role of controls are now 
passe. There are few who swear by the ex¬ 
isting regime of controls but there are fewer 
still who would demand a total dismantling 
of the entire edifice. The question before 
economists and policy makers, as much as 
befofe industrialists and consumers, is not 
whether controls should exist or not but 
what controls should exist, what changes are 
required in the existing ones and what new 
kinds of controls should be introduced. That 
some form of regulation is necessary to serve 
such national objeaives as balanced regional 
development, checking the concentration of 
economic power, ensuring a proper product 
mix in industry, promoting important in¬ 
dustries and discouraging wasteful or luxury 
goods industries, and so on, is well recog¬ 
nised across the board. Maybe, with the 
poscible exception of some of the hardcore 
ideologues of the present government’s New 
Economic Policy. 

The book under review is an important 
contriblition in this context. Marathe, a 
policy maker of several years' standing, 
combs through the control paraphernalia to 
focus on the weaknesses, irrationalitie.s, 
distortions and rigidities in the system of 
controls. Marathe’s thesis is that the In¬ 
dustrial Development and Regulation Act 
(19S1) has imposed too much regulation and 
ensured too little development. 


The book, which spans len chapters, 
begins with a historical excursus in which 
the point is made that Indian political and 
business leaders even before independence 
accepted state intervention and regulation of 
industry as a necessary pre-condition for 
post-independence industrial development. 
Marathc correctly recognises that “even 
before India attained independence there 
was almost universal acceptance of a very 
important regulatory role for the state which 
must not only prescribe the pattern but also 
control the proees.s of industrial change” 
(p 28). It was no accident that the pers¬ 
pectives on industrial policy as set out in the 
Industrial Policy Resolution, 1948, coincided 
not only with the Statement of the Govern¬ 
ment’s Industrial Policy issued by the Im¬ 
perial government in April 194S as Marathe 
notes (p 17) but also with the Bombay Plan 
authored in 1944 by such eminent business¬ 
men as G D Birla and J R D Tata among 
others. 

Quite clearly the stated objective of much 
of the regulatory mechanism was very dif¬ 
ferent from the actual outcome and this is 
now well documented in several studies, 
government reports and so on. These hear 
out Marathe’s assertion that "the buieaucrat, 
the politician and, to some extent, sections 
of the industry which directly benefited from 
the protective consequences of the regulation 
constituted a combined lobby in favour of 
maintaining the system” (p 15). None of 
these are among the more vocal proponents 
of deregulation today and that is under¬ 
standable. 

The question however is; is the solution 
to all these di»tortions deregulation? In the 
first chapter Marathc approvingly quotes 
Mahatma Gandhi who is supposed to have 
said, “the violence of private ownership is 
less injurious than the violence of the State” 
(31). ‘Less injurious’ to whom? Whose ‘state’ 
and what sort of ‘state intervention’ is one 
talking about? What sort of ‘private owner¬ 
ship-cottage and village industries owned 
by the direct producer or large corporations 
cPntrolled by monopoly houses and multi¬ 
national corporations? Gandhiji’s quote, at 
least in the context in which Marhthe quotes 
it, does-little justice to the complexity of the 
situation we encounter in India. To reiterate 
the point, the question is not public versus 
private ownership, the question is what kind 
of public and private ownership is one will¬ 
ing to allow and how can the regulation 
mechanism, the planning mechanism and 
state intervention in general facilitate this? 


In the complex world of contemporary 
capitalism the ‘laissez-faire’ view of state 
intervention is both archaic and naive. And 
Maratbe’s own study does not recommend 
it. The point, which Marathe also recognises 
in his book, is that important changes in the 
existing control mechanism are required in 
order to allow the government to in fact meet 
the original objectives of planned indust¬ 
rialisation and such changes can clearly not 
be brought about by the ‘alliance’ which has 
in fact benefited from the extant regime. In 
the absence of a well thought-out alternative 
to the present regime the simplistic slogan 
of ‘deregulate’ is a facile solution and 
Marathe does not advocate it. 

In fact Marathc recognises this lack of a 
perspective and framework in the current 
process of deregulation under way over the 
last few years. “The result is”, according to 
Marathe, “that while ad hoc changes in 
panicular Helds are announced, these cannot 
be a substitute for an enunciation of a cleai 
and coherent policy. In the absence of clarity 
about the directional changes which the new 
government proposes to introduce, the pro¬ 
cess of policy changes tends to acquire an 
ad hoc character. .” (p 269). 

The alternative to such ad hocism is a 
plan. The task before the policy makers to¬ 
day is to offer such a plan. Marathe’s book 
would l)c a useful starting point for anyone 
who wants to first comprehend the nature 
of the regulation mechanism and structure 
bctoic going about changing it. The book 
looks at a wide spectrum of issues ranging 
from the consequences of the strategy of im¬ 
port substituting industrialisation to regional 
di.spcrsal ot industries, industrial pricing 
policies, licensing policies and so on. We 
would tccoinmcnd the book as a useful text 
and the starting point for a more complex 
enquiry into the likely solutions. Marathe 
does not take up the latter task and in not 
doing .so gives the impression, at times, of 
in fact advocating a dismantling of the 
existing structure as the only .solution. This 
weakness is probably the lesult of the en¬ 
virons in which the book was written and 
the characteristic umbrage of a retired 
bureaucrat who suddenly discovers what a 
rotten edifice he has spent a lifetime serving. 
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Armaments and Disarmament 

Dipak Ghosh 

World Armaments and Disarmament: SIPR] Yearbook 1^6; Oxford 
University Press, New York, 1986; pp xxxiv + 611, £ 30.00. 


SIPRI’s Yearbook of 1986 starts off with a 
somewhat optimistic introduction from its 
director (Frank Blackaby). The author a.sks 
the questions: “Is the risk of a major war 
increasing or decreasing? Are we moving 
towards, or away from a more stable world 
order?” He finds that there is some room 
for optimism in 1986, compared with 1984 
and 1985, to expect some progress towards 
reductions in tensions and hostilities in 
superpowers relationship. 

The reasons behind such expectations are 
the relative success of the summit meetings 
between the leaders of the US and the USSR 
and also the economic pressures on the two 
superpowers, demanding, at least a halt in 
the diversion of economic resources for 
military purposes. The evidence provided 
suggests that as a proportion of GNP 
defence expenditure both iq the US and 
NATO countries has somewhat slowed down 
in the 1980$ compared to that in the, say, 
1950$. Also, from the second chapter (by 
E Oen Ondsten) one may detect that in the 
US, FRG and the UK, public opinion has 
probably moved a little in favour of arms 
control as compared to earlier years. 
However, public opinion, as judged by opi¬ 
nion polls, is notorious for the ambiguous 
conclusion it sometimes yields, particular¬ 
ly in the subject area of defence. The Con¬ 
servative win of the June 1987 election in 
the UK, which many observers believe was 
lost by the opposing Labour party on the 
question of independent nuclear deterrence, 
shows how people's perception of defence 
policy can change in response to political 
campaigning. 

Before one gets carried away by any sense 
of euphoria, from the detailed proposes and 
counter-proposals tabled by the US and the 
USSR to the various arms control talks, even 
if total success is achieved in this area, both 
sides will have enough weapons to destroy 
each other and the rest of us many times 
over. Chapter 3 provides a detailed discus¬ 
sion on nuclear weapons in the world today 
and also examines various arms control 
proposals. 

When the established actors in the nuclear 
weapons arena are now contemplating 
drawing their claws in, owing to economic 
pressures, there some are new playen emerg¬ 
ing in the Held. The chapter on China 
(chapter 5, iw.'il W Fieldhouse) provides a 
thorough "aointes on China's nuclear 
weapons Starting from 1964, by 

Jlanuary J jjjHp tina had tested 29 nuclear 
weap oiM^; ;^|||(fe^ country now possesses 
3()0-4d||piiipir of at least five dif- 

feren^M^ gad designs. Though the 
deliver^PlMM'gt pnsent may not be of the 
saint that of the superpowers, the 


intensity with which China is pursuing its 
nuclear weapons programme guarantees that 
it would not remain far behind in this area 
for far too long. The author concludes: 
China is considered by many to have limited 
nuclear ambitions. But the pattern of nuclear 
weapon deployments, developments and 
policy statements suggests that China may 
fall into the same dilemma as the other four 
nuclear weapon nations: perpetually ‘moder¬ 
nising’ their nuclear forces to overcome im¬ 
agined deficiencies. 

It is interesting to note that while 
economic considerations have compelled the 
two superpowers to reassess their nuclear 
weapons programme, these considerations 
arc also preventing promotion of brotherly 
love and co-operation within the western 
alliance. This is reflected in the two chapters 
(chapter 4 by F Blackaby and chapter 14 by 
E Slons) on Strategic Defence Initiative 
(SDI) or the so-called Star Wars. While the 
US interest in ballistic missile defence is a 
typical Reaganite idea, based not on any 
inter-agency review of nuclear weapons 
strategy, it has been presented to the world 
as a vehicle of technological innovation. The 
NATO allies, who arc doubtful about its 
strategic and political impact were brought 
into line by the US invitation to participate 
in research and development connected with 
SDI. Hpwever, if the past experience is 


anything to go by, there does not seem to 
be much hope for the NATO partners 
obtaining any worthwhile share of R and D 
expenditure on SDI. 

Foreign contractors’ share of US military 
research, development, testing and evalua¬ 
tion contracts over 1965 to 1984 has ranged 
between 0.6 and 2.2 per cent (except for the 
year 1981 when it was 4.7 per cent). The 
lion's share of these contracts (34 to 95 per 
cent) goes to Canada. Recently, UK’s defence 
minister has criticised the jUS for not keep¬ 
ing its promises on R and D (and trade) con¬ 
tracts related to SDI. 

The European fear is that the huge expen¬ 
diture on SDI will further damage Europe’s 
already dwindling strength in technological 
innovations. The European response to SDI, 
Eureka project, does not seem to have made 
much progress yet. 

The SIPRI Yearbook of 1986, in common 
with the earlier Yearbooks is an important 
collection. It is a huge book containing 
twenty-three chapters on various issues 
related to armaments and disarmament. The 
chapters on Soviet military expenditure (by 
Jacobson), the Central American Crisis (by 
J Goldblat and V Miilan) and the South 
Pacific Nuclear-Free Zone (by G E Fry) are 
just a few of the excellent historical and con¬ 
temporary analyses which explain the issues 
clearly and without any political biases. The 
book also contains the now familim' sections 
on arms trade, production, defence expen¬ 
diture, etc, providing much useful raw data. 

Could SIPRI not find a way to publish 
a cheaper edition of these Yearbooks for 
readers in the third world? 
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SPECIAL ARTICLES 


Female Participation Rates in Rural India 

Rohini Nayyar 

While the data on female participation rates in urban India are more reliable, one cannot ingore the issue of 
women’s work and employment in rural India. This paper discusses some of the issues related to female participa¬ 
tion rates in rural India. 

Section I of the paper presents the alternative estimates of female participation rates for the period 1961-81. 
The problems of data collection with respect to women workers and the errors that may be inherent in estimates 
of female participation rates are highlighted. Section II attempts to analyse inter-state differences in female par¬ 
ticipation rates and to identify the possible causal factors underlying these differences. The question of wage dif¬ 
ferentials between male and female workers and the imperfections of rural labour markets is considered in Sec¬ 
tion III. Section IV concludes with some general observations following from the paper’s analysis. 


ABOUT two thousand years ago, the posi¬ 
tion of women in the Hindu society was 
cogently enunciated in the Lawt of Manu. 
In this book it was stated that “a woman 
should never be independent. Her father has 
authority over her in childhood, her husband 
has authority over her in youth, and in old 
age her son has authority over her”.' While 
there has been .some change in the status of 
women in post-independence India, this has 
been limited only to those who have had op¬ 
portunities of education and employment in 
the urban areas. In practice, the older view¬ 
point still prevails particularly in rural area.s, 
where both the poorer and the better-off 
families adhere to the traditional norms of 
a woman’s place in society. Clearly, there is 
a need to change this status of women. And 
for this it is necessary to increase produc¬ 
tive employment of women, as economic in¬ 
dependence alone can create the environ¬ 
ment necessary for the emancipation of 
wothen from their traditional bindings. 

India is a large and diverse country which 
is predominantly an agricultural economy. 
Yet, it has a small but highly developed 
urban sector. While the data on female par¬ 
ticipation rates in urban India is more 
reliable, one cannot ignore the issue of 
women’s work and employment in rural 
India. In this paper we shall conHne our 
discussion to some of the issues related to 
female participation rates in rural India. Sec¬ 
tion I presents the alternative estimates of, 
female participation rates, (hereinafter refer¬ 
red to as FPRs) for 1961-81. In this context 
we shall highlight the problems of data col¬ 
lection with respect to women workers and 
the errors that may be inherent in pui 
estimates of female participation rates. 
tion II BttempU to analyse inter-state dif¬ 
ferences in the female participation rates, 
and to identify the possible causal factors 
underlying these differences. The question 
of wage-differentials between male and 
feipale workers, and the imperfections of 
nind labour markets is considered in Sec¬ 
tion III. Section IV concludes with some 
general observations that follow from the 
above analysis. 


I 

Female Participation Ratea 

t 

Ihble 1 presents alternative estimates of 
female participation rates in rural India. 
These are derived from two basic sources, 
namely the decennial population censuses 
and the national sample surveys. All of these 
relate only to those workers whose ‘main 
activity’ was ‘work’. In other words, they 
exclude those who were primarily non¬ 
workers but did perform some secondary 
work activity. Let us consider estimates from 
each source in turn, before wc compare 
them. 

From the Censuses of 1961, 1971 and 1981, 
we have calculated the female participation 
rates for rural India, as a whole; and for each 
of the Indian states. However, for each year, 
we have alternative estimates of the FPR. 
This needs clarification. In columns 1-3, the 
FPR denotes the proportion of rural female 
workers in the tot^ rural female population. 
However, given that the population of girls 
in the age-group 0-lS years is quite large, but 
the number of workers small, the inclusion 
of those in the age-group 0-15 years tends 
to lower the FPRs. If we consider the FPR 
amongst the qge-group 15-59 years, we get a 
higher female participation rate than if we 
took all the age-groups together. Hence, in 
our opinion, the FPRs in columns 4 and 5 
are superior to the others in Ikble 1, given 
the data base. Unfortunately, an age-wise 
break-up of the population for 1981 is not 
available yet. Hence, for comparisons of 
changes over tim^ we would have to be con¬ 
tent with the estimates in columns 1-3. 

A perusal of Ihble 1 reveals a dramatic 
decline in the FPR, from 31.per cent to 13 
per cent between 1961 and 1971 for India as 
whole; a similar decline was witnessed in 
each of the states, too. This is not a real 
decline but an apparent one, attribuUble to 
changes in the definition of a worker bet¬ 
ween the 1961 and 1971 Censuses. In the 1961 
Census, “workers” were defined either as 
those who had some regular work of more 
thui one hour a di^ throughout most of the 


working season, with or without remunera¬ 
tion, or were employed on any of the 15 days 
preceding the day of enumeration.^ This 
definition of a ‘worker* was broad enough 
to include all those rural women who worked 
even for a short time. In other words, it 
would include all those women whose 
primary activity was productive ‘non-work’, 
but who had secondary employment. In con¬ 
trast, the 1971 Census tend^ to under report 
women workers, since only those whose 
main activity was participation in produc¬ 
tive work were recorded as workers,^ all 
those whose main activity was domestic 
work were categorised as non-workers even 
though they were engaged in some produc¬ 
tive work. In other words, while in both the 
censuses ‘‘productivity work” was the basis of 
classification, the way the question was 
posed in 1971 led to an underestimation of 
female workers. The reason for this lies in 
the fact that in 1971 it was left to the respmi- 
dent to identify her main activity, which she; 
more often than not, perceived as household 
work. Hence ^she declared herself as pri¬ 
marily a ‘non-worker’, even when she did 
pursue productive activities.* Consequently, 
as has been argued elsewhere, the 1971 
Census figmes ,or female workers are 
“ridiculoasly low” and ‘‘cannot be put to any 
meaningful use”.’ 

From the above discussion, it follows that 
the 1961 Census classification of workers 
includes both main workers and marginal 
workers, while the 1971 Census classification 
is limited only to main workers. Let us now 
compare the 1961 estimates of FPR with an 
adjusted FPR for 1971, inclusive of marginal 
workers. Ikble 2 presents estimates of FPR 
inclusive of marginal workers for 1971 
and 1961. However, even the inclusion of 
marginal workers does not bring the 1971 
estimates in line with the 1961 estimates of 
FPR. This is due to an underestimation of 
secondary workers in the 1971 Census. It has 
been hypothesised that the persons whose 
secondary aaivify was not recorded in 1971 
were largely uppaid family workers.* Even 
after making an adjustment for this, it was 
found that the 1961 and 1971 estimates of 
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FPR still diverged, though to a lesser degree. 
Clearly, the 1961 and 1971 estimates of rural 
female workers arc incomparable. However, 
tire impact of these changes in definitions 
appear to have been fairJy uniform across 
states. The coefficient of rank correlation 
between'the FPRs for 1961 asd 1971 is 0.81 
which is statistically significant at 1 per cent 
level. 

Let us now -consider the 1981 Census 
estimates and see how these compare with 
the earlier ones. Main workers were defin¬ 
ed in the same way as in the 1971 Census, 
namely, if they had worked for a major part 
of the year preceding the date of enumera¬ 
tion.^ The FPR, exclusive of marginal 
workers, increased from 13.4 to 16.5 over the 
decade 1971 to 1981.* These estimates of 
FPR are for all age-groups taken together. 
The first best estimates would be those 
which considered the ratio of female workers 
to the female population in the age-group 
15-59 years. Unfortunately, the age-wise 
break-up of workers and of population is not 
yet available for 1981. Hence, wc have to be 
content with estimates of FPR for all age- 
groups taken together. In order to analyse 
changes in the FPR over time, it is necessary 
to include marginal workers, as the ‘main 
workers’ category tends to exclude a lot of 
female workers who perceive ‘non-work’ (or 
domestic work) as their main activity. If we 
include marginal workers, the increase in the 
FPR between 1971 and 1981 is much greater, 
from 15.9 per cent in 1971 to 23.9 per cent 
in 1981, than in the FPR of ‘main workers’ 
over the same time period.* Once again, 
this does not signify a ‘real’ increase in 
FPRs. It has been clarified that “the specific 
ordering of questions in the 1981 Census has 
yielded dividends in as much as marginal 
workers have been recorded in large 
numbers’’.'® In other words, while the 1971 
and 1981 estimates on the basis of main 


workers match fairly well for All-India, they 
are wide apart when we include marginid 
workers. Clearly, the 1971 estimates are gross 
underestimates. The dramatic decline in FPR 
from' 1961 to 1971 and the sub.sequent 
increase between 1971 and 1981 are not real, 
as there has been no dramatic change in the 
extent or nature of female employment 
which could justify these changes in FPRs. 
Given the refinements in the definition of 
a ‘worker’ in the-1981 Census, where ques¬ 
tions have been posed in order to evince 
more accurate replies from the respondents 
about the nature of their work, it is likely 
that the estimate of 24 per cent FPR for 1981 
is better than all the earlier census estimates, 
though it is our presumption that there is 
still an underestimation of women workers 
in rural areas. 

While the census has the advantage of 


comi^ete enumeration, there are problems 
of comparability which a researcher has to 
always bear in mind. Let us now turn to the 
alternative source, namely, the National 
Sample Survey (NSS) Organisation’s data, 
and see if these offer a better altenuUive. The 
FPRs based on the NSS data are set out in 
columns 7-12 of Thble 1 for the years 
1972-73, 1977-78 and 1983. The NSS data 
before the 27th round (1972-73) were based 
on a reference period of one week. The 
employed consisted of (i) those who had 
worked for pay, profit or gain on at least one 
day during the reference week on some 
economic activity, (ii) all who were tem¬ 
porarily absent during the reference week, 
(iii) unpaid helpers who had helped on at 
least one day during the reference week." 
Given the seasonality of agricultural opera¬ 
tions, during peak seasons, people may have 


Tsnir 2- Ft.MAir Pakticihaiion Rati-s in Ri.rai Areas Includim, Main and Mari.inm 
Workers Au-India and Staies, 1971-1982 


India/Statcs 

1971 

1981 

1977-78 

1983 


(1) 

(2) 

(3) 

(4) 

All-India 

15.8 

23.5 

.38.5 

.38.7 

Andhra Pradesh 

31.9 

44 9 

51.7 

5.3.4 

Assam 

S6 

n a 

13.5 

13.7 

Bihar 

10.3 

14.5 

24.5 

27.3 

Gujarat 

15 2 

26.3 

45 2 

4.3.3 

Jammu and Kashmir 

6.8 

n a 

44 3 

29.0 

Karnataka 

19.0 

30.8 

43.5 

46.3 

Kerala 

15.3 

18.2 

46 5 

34 3 

Madhya Pradesh 

25.1 


49.8 

51.6 

Maharashtra 

28.9 

40.8 

54.6 

51.8 

Orissa 

15.2 

20.9 

31.4 

34.6 

Punjab 

2.0 

12.0 

31.6 

31.2 

Rajasthan 

16.0 

25.0, 

62.7 

53.9 

Tamil Nadu 

20.4 

34.5 

50.9 

51.0 

Uttai Pradesh 

7.7 

10.6 

24.9 

30.0 

West Bengal 

4.6 

9.4 

20.3 

22.6 


Sources: For columns 1 and 2, sec Census of India, 1971 and 1981. 
For columns 3 and 4 sec Sarvekshana, April 1986. 


Tabif.1: Fi MAiE Partu'ihaiion RArts in Rurai India-Aleernativi-Estimates, Ail-India and States, 1961-1981 


India/States 


Percentage of Rural Female Percentage of Rural Female 
Workers to the Total Female Workers to the Total Rural 
Population in Rural Ajre^ Female Po pulat ion (15-59 year s) 


Female P artic ipation Ra tes Based on N SS Data 
Usual Status Current Weekly Status 



0) 

1961 

(2) 

1971 

(3) 

1981 

(4) 

1961 

(5) 

1971 

(6) 

1981 

(7) 

1972-73 

(8) 

1977-78 

(9) 

1983 

(10) 

1972-73 

(II) 

1977-78 

(12) 

1983 

All-India 

31.4 

13.4 

16.5 

50.8 

21.8 

n a 

37.5 

28.8 

28.4 

30.5 

25.9 

25.(1 

Andhra Pradesh 

46.0 

27.4 

32.9 

71.8 

43.4 

n a 

62.5 

45.4 

46.1 

37.0 

39.0 

37.9 

Assam 

32.4 

5.6 

n a 

58.1 

ll.O 

n a 

9.0 

7.5 

7.9 

6.9 

6.6 

8.2 

Bihar 

28.5 

.9.3 

9.3 

46.3 

15.1 

n a 

23.0 

19.1 

17.4 

18.5 

15.2 

15.7 

Gujarat 

Jammu and 

34.1 

12.1 

14.5 

57.1 

19.9 

n a 

44.5 

33.4 

34.8 

39.3 

32.6 

.32.8 

Kashmir 

29.5 

4.2 

n a 

47.7 

7.1 

n a 

27.0 

13.6 

4.4 

21.5 

15.7 

4.1 

Karnataka 

36.8 

15.8 

22.6 

60.8 

26.2 

n a 

50.4 

37.6 

37.3 

38.7 

32.6 

33.3 

Kerala 

20.9 

14.1 

13.5 

36.7 

24.4 

n a 

39.3 

21.1 

19.9 

23.5 

22.3 

18.4 

Madhya Pradesh 

48.6 

20.7 

26.1 

77.3 

34.8 

n a 

52.8 

43.4 

43.2 

41.3 

33.5 

34.9 

Maharashtra 

46.7 

24.4 

31.9 

76.6 

41.6 

n a 

53.6 

47.0 

47.1 

43.5 

38.5 

35.4 

Orissa 

27.4 

6.8 

11.3 

42.8 

12.2 

n a 

35.9 

25.8 

26.50 

24.5 

17.1 

21.5 

Punjab 

16.5 

1.4 

3.7 

27.9 

2.4 

n a 

32.3 

10.9 

9.8 

31.7 

19.9 

13.4 

Rajasthan 

40.8 

9.3 

10.7 

64.4 

15.0 

n a 

63.1 

38.3 

40.4 

55.6 

39.7 

40.4 

llimil Nadu 

.37.1 

17.6 

28.1 

56.8 

27.6 

n a 

51.2 

39.4 

41.8 

41.6 

38.3 

34.7 

Uttar Pradesh 

19.9 

7.3 

6.5 

SI.’. 

11.6 

n a 

28.1 

18.8 

17.0 

24.6 

19.2 

18.0 

West Bengal 

10.6 

4.6 

6.3 

18.6 

6.4 

n a 

15.5 

10.9 

10.6 

11.7 

J0.2 

10.9 


Sources: For columns 1-5, Census of India, 1961, 1971 and 1981. 

For columns 7-12, National Sample Surveys on Employment and Unemployment in Rural Areas, various issues. 
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worked longer hours than in a normal work* 
ing day. while in the slack season, they may 
have had tittle to da In this case, they may 
get recorded as unemployed if the survey was 
carried out during a week when there was 
a slack period. However, from the 27th 
round (1972-73), the NSSO decided to 
undertake detailed surveys on employment 
and unemployment based on the ‘usual 
status concept’. Under this, a person was 
classifled as a worker if he or she had 
followed an activity for a long period in the 
past and expected it to continue in the 
future.'* In this case the reference period is 
a year preceding the date of enumeration 
and the usual status has to be from one of 
three categories: employed, unemployed or 
outside the labour force.Earlier, there 
were only two categories of employed and 
unemployed. In the 32nd and 38th rounds 
‘secondary workers’ were also recordea 
separately, i e, those whose main activity was 
non-work but who undertook work on a 
marginal basis. In the 27th round the 
estimates of usual workers included both the 
principal and marginal workers. Therefore, 
in order to compare 1972-73 estimates of 
workers with those of the later years, it is 
necessary to compare the estimates for 
1972-73 as in column 7 of Thble I with 
columns 3 and 4 of Table 2. For India as a 
whole, while the FPR in 1972-73 was 37.5 
per cent, it increased to 38.5 per cent in 
1977-78, and remained more or less un¬ 
changed in 1983."* The NSS also gives data 
according to the current weekly status con¬ 
cept, as was done prior to 1972-73. Accor¬ 
ding to this concept a person is considered 
working if he is engaged in any gainful 
activity for at least one hour on any one day 
of the reference week. Columns 10, 11 and 
12 in Table I give the estimates of FPRs 
where workers arc classified according to 
current weekly status. Between 1972-73 and 
1977-78 there was some decline in FPRs for 
India as a whole, though this docs not hold 
for individual states. Between 1977-78 and 
1983 there was not much change, with the 
exception of Jammu and Kashmir. 

From the above discussion on data both 
from the censuses and the national sample 
surveys, it is clear that inter-temporal com¬ 
parability poses a big problem. These pro¬ 
blems are particularly acute in the case of 
census-based FPR.s. Given that, for the 
period of the 1960s, the FPRs in rural areas 
based on NSS data did not change much, 
increasing from 26 per cent in 1960-61 to 
27.3 per cent in 1966-67,” one can only 
infer that the intercensal changes between 
1961 and 1971 were also not as dramatic as 
the data indicate. Alsa it >$ difficult to com¬ 
pare NSS and census estimates.'^ On the 
whole, one could say that while the census 
has a more complete enumeration, the 
estimates of FPRs based on NSS data are 
superior, as these are based on more ex¬ 
haustive questionnaires and ate likely to have 
captured more of the female workers. 

An analysis of interstate differences in 
PPRs and the changes that have taken place 


in the FPRs over time is much more dif- 
ficidt. However, in order to do sa let us first 
compare the FPRs based on census data for 
1961 with those for 1971 and 1981; then we 
shall compare the 1971 Census-based FPRs 
with those for 1972-73 based on the NSS 
data and the 1981 Census-based FPRs with 
the 1983 NSS-based ones.” We have already 
seen that the coefficient of rank correlation 
between the 1961 and 1971 Census-based 
FPRs is high end statistically significant. 
The details for the coefficient of correlation 
between the other sets of FPRs arc given 
below: 

(i) R, between 1971 and 1981 FPRs is 0.81 

(ii) R between 1971 FPR and 1972-73 
FPR is 0.89 

(iii) R, between 1081 FPR and 1983 FPR is 
0.75 

All the coefficients arc statistically signifi¬ 
cant. This implies that the changes in 
definitions and concepts over time, and from 
different .sources at a point in time, affected 
all the Indian states fairly uniformly. 

The most important conclusion to emerge 
from the above discussion is that there is a 
tendency to underestimate the number of 
female workers especially in the censuses. In 
each successive round, there has been an 
attempt to frame questions in a manner that 
would capture the marginal workers, a large 
proportion of whom arc ‘women workers’. 
The reason for this underestimation of 
female participation in productive work are 
obviotrs, but still worth recapitulating. Most 
rural women perform tasks on their own 
farms and/or help in a part of the process 
that leads to the production of the final out¬ 
put. Yet, more often than not, this work goes 
unrecorded. This is so because women 
perform both hou.sework and productive 
work simultaneously or intermittently and 
hence these two portions are indivisible. In 
such a situation, it is difficult for the 
enumerator to a.s.scss the nature and extent 
of productive work performed by the 
woman. What is more, even the respondent 
is not able to perceive that she has made a 
contribution to productive work.'* Quite 
often the woman respondent is not even in 
direct communicaiion with the enumerator. 
The male member of the household is likely 
to answer on her behalf. Given the existing 
socio-cultural milieu, this bias is likely to 
remain in the foreseeable future. In order to 
collect better statistics it is necessary to ask 
very detailed questions from rural women 
about the nature and time-disposition of 
their work. Of course, this begs the question: 
Can they do so in their present environment? 
Also, there i» a whole range of productive 
activities performed by women which arc 
often not categorised as such. These include 
milling of flour, pounding of rice and spices, 
cattle and poultry farming, preparation of 
ghee, pickles and papad making and minor 
construction work, which are either for self- 
consumption or partly for self-consumption 
and partly for sale. In addition, there is work 
done on own farm and/or household 
industry pursued within the family.'* All 


these activities need to be separated from 
daily household chores and recorded as'‘pro¬ 
ductive work’ in order to get more accurate 
estimates of women workers. 

Notwithstanding ail the limitations of 
macro level data on women workers and pro¬ 
blems of comparability over time, we have 
a set of better estimates of the female par¬ 
ticipation rate based on NSS data. However, 
there are very noticeable differences in the 
FPRs as between states, let us now examine 
interstate differences in FPRs with a view to 
identifying some factors that may explain 
these .differences. 

II 

Inh'ratate Differences in Female 
Participation Rates 

An examination of Ihbles 1 and 2 reveals 
that, though there are considerable dif¬ 
ferences in female participation rates bet¬ 
ween .states, the FPR increases as we move 
from north to south and ea.st to west, within 
India.*" In order to identify the possible 
factors underlying these differences in 
female participation rates, we undertook a 
regression exercise using the alternative 
estimates of FPRs as the dqxmdcnt variables, 
and two independent explanatory variables 
at a time. The latter included the incidence 
of rural poverty, the liteiacy rates, the co¬ 
efficient of variation m the distribution of 
landholding.s in rural areas, the proportion 
of total agricultural labourers in the rural 
workforce, the price of cereals, per capita 
income, per capita production of foodgrains 
and state domestic product in agriculture at 
constant prices. None of these variables 
emerged as significant in explaining in¬ 
terstate differences in FPRs; the value of R* 
was unbelievably low in each case.*' In a 
reviet# of the literature on women in the 
seventies, Maithr^i Kri.shna Raj also 
observed that in several studies on inter¬ 
regional variations in India, no statistical 
association was observed.** Let us consider 
a few of the more noteworthy attempts at 
such an analysis. 

leela Gulati was one of the first to at¬ 
tempt an analysis of the factors underlying 
interstate variations in the FPRs.*’ She used 
simple rank correlation techniques to sec if 
there was any significant association between 
the FPR, on the one hand, and per capita 
income, cropping pattern, literacy, male par¬ 
ticipation rate and the sex ratia on the other. 
However, she did not find any satisfactory 
explanation for the differences in the FPRs 
between states. Dholakia and Dholakia 
undertook a multiple regression exercise,** 
but not too did not yield a good fit. The ex¬ 
planatory variables they used were per capita 
income, assets per household, structure of 
employment, sex ratio, average size of 
household and literacy. 

Even though a statistical exercise based on 
macro-level data does not yield any results, 
on the basis of economic reasoning it is 
possible to isolate certain factors that are 
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lifcdy to influence the female participation 
rates. In support of our tine of argument, 
we shall draw upon a few micro studies 
which focus attention on this issue. Broadly 
speaking, in the Indian context, both 
economic considerations and sodo-cultural 
norms are likely to determine female 
employment. Let us begin with the more 
general l^pothesis that the economic status 
of a household determines the extent of 
female emfdoyment and then consider the 
exceptions to this generalisation. 

Given the low levels of per capita income, 
particularly of the landless agricultural 
labourers and marginal and small farmers, 
in rural India, women belonging to these 
classes are forced to seek employment, as a 
response to their family needs. Smral 
scholars have pointed out that poverty is the 
single most important factor influencing 
female participation rates, which cuts across 
regions, religions, age and time. Sinha, in his 
study based on NSS data for 1972-73, has 
shown that female participation rates decline 
sharply in prosperous states, which are 
characterised by high male earnings. 
Sawant and Oewan confirmed this trend in 
their study of Maharashtra. They found that 
the developed villages had a lower FPR as 
compared to the backward ones.^* Our 
estimates of FPRs show that Punjab has 
amongst the lowest rural female participa¬ 
tion rates, and this is clearly attributable to 
the increased prosperity in that region 
consequent on the success of the ‘Green 
Revolution'. 

Let us delve a bit further into this aspect, 
namely, the impact of the ‘Green Revolution’ 
on rural employment. The ‘Green Revolu¬ 
tion’ is associa^ with the introduction of 
a package of inputs consisting of improved 
varieties of seeds, additional irrigation 
facilities and greater use of chemical fer¬ 
tilisers. The more widespread and intensive 
use of this package led to unprecedented 
increases in wheat output in the seventies 
and to a lesser extent in the output of paddy, 
which was limited to certain areas. Not only 
in the Punjab, but in several other areas, 
sometimes geographically small (like a 
district or a division), increased prosperity 
in the rural areas has been associated with 
the advent of greater irrigational facilities 
in agriculture. In the first instance, the 
availability of greater irrigation is likely to 
generate additional demand for labour, 
including female labour, as it facilitates mote 
intensive agriculture. However, this increase 
is likely to be for hired female labour, with 
a relative decline in the demand for female 
family labour..This b the second stage; where 
the improved income-effect of irrigation 
leads to a reduction in the total female 
participation on farms. In a study of Andhra 
Pradesh, it has been shown that while the 
introduction of the high-yielding varieties 
generated an increase in the demand for 
labour, women tended to withdraw from the 
labour market because of the increase in 
fkmUy incomes.^ 

Thm it evidence to show that there is 


both a positive association between female 
participation rates and irrigation, and a 
negative one, toa This contradiction is 
perhaps due to the particular stage in the 
process of development that an area has 
reached at the time of the survey. In a study 
of four villages in Maharashtra and two in 
Andhra Pradesh, it was observed that the 
FPR was the highest in a village in Andhra 
Pradesh, .where irrigated paddy was gj^own. 
The lowest FPR was recorded in the two 
drought-prone villages of Sholapur.^ On 
the other hand, for West Godavari district 
of Andhra Pradesh, it has been shown that 
the irrigated areas have a lower FPR than 
the irrigated ones.^* This negative correla¬ 
tion between irrigation and FPR was observ¬ 
ed in a survey of two villages in North 
Bihar. Devaki Jain’s study of the 
‘Milkmaids of Kaira’ in Gujarat also shows 
that the FPR is highest amongst the poorest, 
who neither own land or buffaloes, and 
lowest among the high-income big cultivator 
households.-'* 

In short, one can sum up the argument 
in terms of a backward sloping supply curve 
for female labour, which is a function, not 
of female wage-rates, but of household in¬ 
come (and, therefore, also the male wage- 
rates). When the earnings of a household 
rise due to greater prosperity in agriculture, 
some of the female labour tends to withdraw 
from the labour market. Consequently, in 
those areas where there has been a more 
intensive programme of agricultural develop¬ 
ment, it is likely that FPRs are lower than 
elsewhere. 

There is another factor which is also 
inversely related to female participation 
namely, landlessness. While our analysis 
based on macro data did not show a signifi¬ 
cant association between FPRs and the 
distribution of landholdings, some micro 
studies have been able to establish a correla¬ 
tion between landlessness and FPRs. Of 
course, one must remember that in rural 
India, landlessness is often synonymous with 
poverty and hence the line of argument is 
much the same as we have outlined above; 
greater poverty .induces greater female par¬ 
ticipation in produaive work. In her study 
of West Bengal, Kalpana Bardhan found 
that landholding was an important correlate 
of poverty.'^ Devaki Jain in a Held survey 
in a village in Rqjasthan established the in¬ 
verse relationship between FPR and land- 
ownership." She found that there were no 
landless peasants in the village, so even 
amongst the poorest households, every one 
was engaged in some form of economic ac¬ 
tivity on their lands. This does not mean that 
all the women reported themselves as 
workers. It was observed that of those who 
returned themselves as non-workers, 4 out 
of 37 spent more than 4 hours a day on 
groundnut picking or sowing and another 
nine were either grazing or cutting grass for 
one hour a day." Gita Sen also found that 
inequality in land distribution was an im¬ 
portant factor underlying the regional varia¬ 
tions in female emplc^ment," but she used 


the proprotion of female agricultural 
labourera in the labour force as an approx¬ 
imation of FPR. Her argument that agri¬ 
cultural labourers are numerous in a region 
where there is greater landlessness is 
tautological, but she argues that the female 
agricultural labourers ate more numerous in 
such a'situation. She also finds a high d^ree 
of correlation between the incidence of 
women agricultural labourers in a state, on 
the one hand, and low agricultural produc¬ 
tion and the proportion of coarse grains in 
the gross cropped area." 

So far we have discussed the economic 
factors that can explain female participation 
rates. However, the experience of some states 
belies any economic rationale. As we noted 
at the outset, the eastern states of India, 
specially West Bengal, are characterised by 
low female participation rates. Yet these are 
primarily rice growing states, with a high 
incidence of rural poverty, both of which 
should induce greater female participation. 
It is necessary to explain this anomalous 
relationship, in terms of factors which lie 
outside the realm of economic reasoning. 

Let us consider the case of West Bengal. 
This is a high rural poverty state," with rice 
cultivation as the predominant activity, and 
yet the FPR is amongst the lowest.'* Clem- 
ly, here the socio-cultural considerations far 
outweigh the economic ones.'* A study 
undertaken by APCWD also highlighted 
regional differences by comparing the 
situation in West Bengal with that in 
Rajasthan.*" It was found that in West 
Bengal, males predominated in agricultural 
activities, while women took care of 
household responsibilities. In contrast, in 
Rajasthan, women were predominant in 
agriculture, specially in harvesting and 
weeding, vegetable picking and grass cutting. 
Consequently, the FPR in Rajasthan was 
about four tin\ps that observed in West 
Bengal.*' In another study based on fleld 
surveys of three backward villages in West 
Beng^, and another three in Rajasthan, the 
aforementioned conclusions were reached.** 
It was argued that non-economic factors 
played a very importaiit role in determining 
the FPR in West Bengal, which was con¬ 
sequently low. This .was in contrast to 
Rajasthan where most women, particularly 
among the poorest households, engaged in 
some form of economic activity whether 
picking grass or grazing animals. While SS 
per cent of the females were involved in 
active work in Rajasthan, in West Bengal 
there were only 4 per cent.*' Here one 
should add that cultural prejudices often 
lead to an under-reporting of female work 
even when the women are actively involved 
in productive work, e g, during the course 
of her survey, Devaki Jain found t^ even 
in ^^st Bengal, 20 out of the 104'female$ 
who reported themselves as non-workers, 
were engaged in activities like winnowing, 
threshing, parboiling and working as 
domestic servants for as many as 8-10 hours 
a day.** Clearly, this exclusion leads to an 
underestimation of FPR. Another state with 
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a very low FPR k Jammu and Kitishmir. 
Here the religious factor is responsible for 
the low FPRs. It is largely a Muslim state 
and the effect of Islam is tq restrict women's 
participation in productive work. 

In sum, one can say that both economic 
and socro-ciiltural factors determine FPR in 
rural India. Among the economic factors, 
poverty and landlessness seem to be the main 
determinants of FPR, but in some cases, the 
socio-cultural factors |)redotninate. Literacy, 
educational levels and demographic compul¬ 
sions have a negligible impact on FPR in 
rural India: they are likely to become impor¬ 
tant determinants of FPRs at higher levels 
of development in a society. 

Ill 

Imperfertions in l^abour Market 
and Wage INffert'ntial^ 

As we have seen in the preceding section, 
the female participation rate is a function 
of landlessness, poverty ^nd non-cconomic 
factors. However, there is another factor that 
influences FPR, namely, the male participa¬ 
tion rata Throughout the seventies, while the 
FPR in rural India was around .t3 per cent, 
the male participation rate was around 55 
per cent.'*^ If we compare the Census 
estimates of male and female participation 
rates, the differences are much greater; while 
the FPR was only 23 per cent, the male par¬ 
ticipation rate was 54 pei cent in 1981. While 
economic considerations affect the decisions 
of both men and women to seek jobs, non¬ 
economic factors assume greater importance 
for women relative to men. Therefore, 
usually the female participation rate is a 
function of the male participation rate and 
the male wage-rates, rather than of female 
wage-rates. In an analysis of the NSS data 
for 1970-71, it was found that there is a 
negative correlation between male wage-rates 
and female employment.'*® As we have 
discussed earlier, as household income rises, 
women tend to withdraw from the labour 
market. In India, particularly in the rural 
areas, a woman’s confinement to the house 
is a status symbol. In such a situation, a 
higher FPR is associated with poverty and 
need, and the necessity of supplementing 
male incomes; women do not seek work 
otherwise as a matter of right and in¬ 
dividuality. Beginning with the premise that 
man is the main bread winner, a woman’s 
place becomes automatically subordinata 
This is a historical fact, based on the notion 
of the physiological inferiority of a woman, 
surely not because they are unable to do hard 
physical labour but because of their repro¬ 
ductive role. In India, women carry heavy 
loads on construction sites, they labour the 
entire day in the fields <gthile transplanting 
rice, they carry huge pitchers of water from 
far-away ponds/wells and cope with all the 
house-work. On an averaga they put in 12-16 
hours of work. After all this hard work, they 
cannot be considered physically frail. There 
are social prejudices alraut the nature of 
work that women can do, which are the 


result of traditional norms and values and 
not really bornt out by facts. Also, females 
have greater domestic responsibilities that 
compete with income generating jobs in 
terms of time and energy. It is only in highly 
developed economies that domestic work is 
being mechani.scd or commercialised so that 
women can opt out of nfany domestic tasks 
and divert their time and energies to income- 
earning jobs. The changes that are taking 
place elsewhere in the world, and to a very 
limited extent even in India, suggest that it 
is possible for women to change the pattern 
of a traditional division of labour.*^ 
Women are entering into those fields which 
were, until recently, a male preserve. But, 
it will be a long time before thc.se changes 
penetrate through the fabric of rural 
societies. Consequently, there are certain 
occupations and operations where there is 
a greater concentration of women workers, 
and there are certain times in the year when 
FPR would be higher compared to others. 
These give rise to imperfections in the labour 
market for women, in the form of segmented 
markets.’** And both the supply of female 
labour and the demand for it are regulated 
by the society’s view of ‘what’ women can 
do, and 'when’. 

Within the framework of neo-classical 
economics one would expect supply and 
demand of labour to equilibrate at a given 
wage-rate, but the imperfections in rural 
labour markets of most developing countries 
lead to a situation where the wage-rates are 
stable and co-exist with high levels of 
unemployment.*^ If supply and demand 
were to be in equilibrium, the wage-rate 
would be so low that it would not even be 
a subsistence wage. This would be parti- 
s'ularly true in off-peak seasons when de¬ 
mand for labour ts low. Given an inelastic 
supply of labour, the off-peak wages would 
be very low compared to the peak season 
rates. This seasonality factor affects female 
participation rates more than male participa¬ 
tion rates, because during the slack season 
women withdraw first from the labour 
market, and of the female workers, the un¬ 
paid family workers withdraw totally, while 
the wage-workers join the ranks of either the 
self-employed or the unemployed.*® These 
women who are unemployed would be 
willing to work if work were available. Con¬ 
sequently, a division of labour means that 
men work in the labour force, while women 
engage in domestic activity.*' This is par¬ 
ticularly true in India, where there is a high 
degree of unemployment and under-employ¬ 
ment leading to withdrawal of women from 
the labour market, in order to give the males 
an opportunity of finding work first. This 
has been termed ‘sexual dualism’.** 

U't us now consider the occupational 
distribution of women workers in rural 
India. In 1981, of all women workers, 50 per 
cent were agricultural labourers, 37 per cent 
cultivators, 4 per cent ig household industry 
and 9 per gent in ‘other workers’ category. 
The corresponding proportions for male 
workers were 24 per cent, 55 per cent, 3 per 


cent and 17 per cent respectively.** This 
reinforces the contention that wbmen 
belonging to poorer households work in 
order to supplement male earnings. It has 
been argued that if women from higher 
income families arc to be induced to work, 
I'r.p wage-levels have to be high enough to 
act as an incentive for them to work. To the 
extent that these aspirations cannot be met 
there is a “discouraged worker" effect, 
leading to a withdrawal of potential women 
workers from the labour markets.*'* 

Ffoiri the above discussion, it is clear that 
women work out of necessity and only in 
those cases where the male earnings are not 
enough for meeting basic needs. This, in 
turn, is due to the fact that a woman’s status 
is enhanced by staying at home; it is also a 
function of her domestic responsibilities and 
of traditional norms that impose restriction.s 
on the kinds of tasks she can perform. l.et 
us consider this latter aspect now. Within 
agriculture women workers are concentrated 
in post-harvest operations; in addition they 
work in the fields during transplanting ol 
paddy." Ploughing, cattle gracing and 
harsesting ate usually rnaic.-dominated oc¬ 
cupations.*'' This dichotomy in the kinds of 
jobs men and women can do has been 
teimed ‘market segmentation’.*' This is one 
aspect of market segmentation whereby 
women arc confined to certain jobs, but 
these are invariably the more poorly paid, 
low technology and inferior ones.** Also, 
available evidence suggests that if men and 
women perform the same tasks, the male 
labouret will receive a higher wagethan the 
female worker. This brings us to the ques¬ 
tion of wage rates and wage differentials that 
exist between male and female workers in 
rural India. 

Tables 3 and 4 present the data on wage- 
rates for all agricultural operations, con¬ 
sidered together, and for each of them 
separately. In almost all cases the male wage- 
rate exceeds the female wage-rate, and quite 
sharply. But for India, as a whole, this dif¬ 
ferential narrowed slightly between 1964-65 
and 1974-75. However, as is clear from 
fable 3, the experience of some states was 
different, e g, in Andhra Pradesh the gap 
between male and female wage-rates was 
really enormous in 1964-65, but it narrowed 
down dramatically by 1974-75. For ihe most 
stales, it remained virtually unchanged, 
during this period. However, for a few states, 
we have been able to find the ratio of male 
to female wages from an alternative source, 
namely. Agricultural Wages In India 
published by the ministry of agriculture, for 
the years 1960-61,1969-70 and 1980-81. The 
details arc set out in Table 3. A comparison 
of male/fcmalc ratios for a few states, for 
which data is available for the selected three 
year.s, suggests that there has been a narrow¬ 
ing down of the wage-differentials in all the 
states. Not enough work has been done on 
this aspect. But discussions with scholar and 
casual empiricism do not lend support to 
this alleged narrowing down of wage- 
differentiala 
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So fiir we have considered the average 
daily wages of rural labourers. Let us now 
analyse, the operation-wise wage-differentials 
betweeh male and female workers. Tkble 4 
presents the details on daily wage-rates of 
men and women in different agricultural 
operations. These bear testimony to our 
earlier statement that if men and women 
perform the same function, men will be paid 
a higher wage-rate. For India as a whole for 
each of the farm operations the male 
wage-rate is considerably higher than the 
female one. 

Despite the fact that the wage-rate for 
women workers is lower, employers prefer to 
hire male workers due to predetermined 
.socio-cultural prejudices. The number of 
days for which women in the workforce are 
employed in a year is far less than the 
number of days for which men find employ¬ 


ment. The details are contained in Table 5. 
The reason for this unemployment of 
women is not a voluntary decision to stay 
home but the inability to find work, which 
reinforces the prejudice against women 
workers by employers. From Table 5, it 
would appear that in Assam. West Bengal, 
Jammu and Kashmir, and Punjab the 
average number of days for which a female 
worker is employed was the highest in the 
country exceeding an average of 210 days in 
a year. However, here one has to be careful 
and bear in mind that these are the very 
states, where the FPR is exceedingly low, and 
therefore it is inconsequential if A few of the 
women who actually participate in produc¬ 
tive work are employed for longer periods 
than elsewhere in the country. 

The discussion in this section can be 
summed up as follows: rural labour markets 


are highly segmented, more due to socio 
cultural tactors than economic considera¬ 
tions and that despite the lower wages for 
women workers, employers have a greater 
preference for male workers. This preference, 
as we have seen, stems from social pre¬ 
judices and the social sanctions imposed on 
women, preventing their free participation 
in productive work. 

IV 

Concluding Obaervationa 

in this section, we shall recapitulate some 
of the more important conclusions that 
emerge from the preceding analysis of 
women’s employment in rural India. These 
observations should be borne in mind by 
planners and policy makers while for¬ 
mulating programmes and strategies for the 


Table 3: AvermiE Daily Earnings of Males and Females in Aoricultuxai Operations State-wise, 1961-1981 


India/States 


1964-65 

(1) 



1974-75 

(2) 



1960-61 

(3) 



1969-70 

(4) 



1980-81 

.(5L 


M 

F 

M/F 

M 

F 

M/F 

M 

F 

M/F 

M 

F 

M/F 

M 

F 

M/F 

India 

1.41 

0.89 

1.58 

3.26 

2.28 

1.43 

_ 

_ 


_ 

__ 

— 

__ 


-r- 

Andhra Pradesh 

1.13 

0.54 

2.09 

2.66 

1.95 

1.36 

1.41 

0.99 

1.42 

2.50 

1.83 

1.37 

5.96 

4.51 

1.32 

Assam 

2.13 

1.77 

1.20 

4.02 

3.06 

1.31 

_ 

— 

— 

3.75 

2.95 

1.27 

7.26 

6.50 

1.12 

Bihar 

1.40 

1.19 

1.18 

3.24 

2.75 

1.18 

1.44 

1.15 

1.25 

2.60 

1.96 

1.33 

5.83 

5.39 

1.08 

Gujarat 

1.47 

1.19 

1.23 

3.22 

2.51 

1.28 

1.93 

1.39 

1.39 

2.98 

2.28 

1.31 

7.28 

6.41 

1.13 

Karnataka 

1.21 

0.79 

1.53 

2.87 

1.82 

1.58 

1.60 

1.03 

1.55 

2.27 

1.55 

1.46 

6.02 

4.93 

1.22 

Kerala 

2.12 

1.26 

1.68 

5.97 

4.27 

1.40 

1.69 

1.02 

1.66 

4.67 

3.00 

1.56 

10.98 

8.38 

1.31 

Madhya Pradesh 

1.12 

0.86 

1.30 

2.42 

2.71 

0.89 

1.26 

0.80 

1.58 

2.18 

1.43 

1.52 

4.76 

4.05 

1.17 

Maharashtra 

1.46 

0.77 

1.90 

2.64 

1.54 

1.71 

1.42 

0.84 

1.69 

2.81 

1.69 

1.66 

5.22 

4.04 

1.29 

Orissa 

1.33 

0.88 

1.51 

2.64 

1.82 

1.45 

1.22 

0.93 

1.31 

2.13 

1.57 

1.36 

4.77 

4.33 

1.10 

Punjab 

2.13 

1.41 

1.51 

6.40 

3.41 

1.88 

2.41 

n a 


6.46 

n a 


12.55 

9.40 

1.33 





4.82 

3.88 

1.24 







11,74 

n a 

n a 

Rajasthan 

1.64 

1.08 

1.52 

3.85 

2.57 

1.50 

— 

— 

— 

3.06 

n a 

— 

8.54 

5.71 

1.50 

Ihmil Nadu 

1.39 

0.85 

1.63 

3.69 

2.33 

1.58 

— 

— 

— 

2.66 

I.6I 

1.65 

5.62 

4.17 

1.35 

Uttar Pradesh 

1.11 

0.94 

1.18 

3.21 

2.46 

1.30 

0.97 

n a 

— 

2.66 

n a 

— 

6.56 

5.56 

1.18 

West Bengal 

1.81 

1.36 

1.33 

3.49 

2.81 

1.24 

1.80 

1.39 

1.29 

3.10 

2.24 

1.38 

6.97 

5.90 

1.18 


Note: For 1960-61,1969-70 and 1980-81, for some states data is disaggregated into ploughmen, sowei;s, reapers and harvesters. In such a case, 

for male, the figure is for ‘ploughmen’ and for women an average of figures for sowers, reapers and harvesters. 

Sources; Fbr columns 1 and 2, Rural Labour Enquiries of I964-6S and 1974-7S. r 

For columns 3,4 and S, "Agricultural Wages in India’’, Directorate of Economics and Statistics, Ministry of Agriculture. 


1 ABLE 4: Average Daily Earnings of Men and Women in Different Agricultural Operafions—State-wise. 1974-75 


India/States 

Ploughing 

Sowing 

TVansplanting 

Weeding 

Harvesting 

Men 

Women 

Men 

Women 

Men 

Women 

Men 

Women 

Men 

Women 

India 

3.35 

2.35 

3.72 

2.60 

3.38 

2.50 

3.11 

1.95 

3.41 

2.39 

Andhra Pradesh 

2.60 

1.92 

3.03 

1.65 

2.59 

1.95 

2.50 

1.89 

2.99 

2.12 

Assam 

4.14 

5.31 

4.92 

3.36 

3.74 

2.85 

3.34 

2.39 

4.00 

3.14 

Bihar 

3.23 

2.80 

3.67 

3.29 

3.76 

3.27 

3.01 

2.58 

3.34 

2.85 

Gujarat 

3.66 

2.24 

3.70 

3.14 

2.83 

3.24 

2.67 

2.39 

3.42 

2.00 

Jammu and Kasnmir 

5.53 

— 

4.58 

— 

6.40 

3.00 

5.29 

5.00 

6.39 

4.27 

Karnataka 

3.25 

2.70 

2.69 

2.16 

3.26 

2.31 

2.44 

1.59 

2.76 

1.96 

Kerala 

6.19 

4.32 

6.29 

3.84 

6.51 

4.15 

5.06 

4.25 

7.28 

4.99 

Madhya Pradesh 

2.53 

2.01 

3.00 

1.81 

2.52 

2.16 

2.10 

1.86 

2.06 

1.81 

Maharashtra 

2.75 

1.45 

2.45 

1.53 

2.82 

1.88 

2.42 

1.37 

2.63 

1.64 

Orissa 

2.72 

1.27 

2.77 

1.41 

2.62 

1.85 

2.41 

2.05 

2.74 

1.86 

Punjab 

5.81 

3.00 

6.34 

6.00 

6.15 

4.98 

6.47 

3.57 

6.98 

4.33 

Haryana 

3.41 

— 

5.24 

— 

5.02 

2.70 

5.46 

4.96 

5.53 

4.29 

Rnjastnan 

3.90 

2.72 

3.95 

2.81 

2.64 

1.88 

4.64 

2.57 

3.92 

2.72 

Hunil Nadu 

3.98 

2.56 

3.67 

2.53 

3.51 

2.49 

3.45 

1.94 

3.99 

2.49 

Uttar Pradesh 

2.91 

2.53 

3.59 

2.30 

2.95 

2.27 

3.49 

2.10 

3.66 

2.77 

V4st Bengal 

3.63 

2.28 

3.69 

. 2.70 

3.90 

3.43 

3.67 

2.85 

3.44 

2.67 


Source: Ministry of Labour, Labour Bureau, Rural Labour Enquiry, 1974-75, Report on IVages and Earnings of Rural Labour Households, 
Chandigarh. 1980. 
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generation of additional employment ror 
women, and for ensuring a betterment in 
their economic and social status. 

To begin with, as we saw, macro-statistics 
on women’s employment are far from 
reliable. They understate the number of 
women workers in rural areas. A large part 
of the problem of under-reporting stems 
from the fact that women are seen primarily 
as housewives and mothers, and even when 
they perform productive (non-dome.stic) 
work, either within the precincts of their 
homes or on their own farms, this is not 
identified as such. The problem is not that 
female participation rates are really low, but 
that even when women arc ’working’ they 
arc not categori.sed as such. In other words, 
while the number of actual women workers 
is likely to be quite high in rural India, the 
available statistics do not capture all of' 
them. This, in turn, is due to the fact that 
neither society nor the wonten themselves 
perceive their role in society as anything but 
marginal in the economic sphere. Here, there 
are two aspects which need to be considered 
from a policy point of view. First, there is 
need to improve the data base for women 
workers, through more detailed questions 
which would help identify as also quantify 
women’s work in terms of productive and 
domestic work. Secondly, there is a need to 
replace the traditional value system, which 
is based on an inequality of sexes where the 
females play a subordinate role, with a more 
egalitarian system, liven if there is no ab¬ 
solute equality between the sexes, there is 
need to bring about a betterment in the 
quality of life for women. This, in turn, will 
depend on the society's acceptance and 
recognition of their productive role. As we 
know, old values die hard, and it will be a 
long time before such a change is witnessed; 
it will come with greater education and 
economic development. 

The second point that requires considera¬ 
tion is based on the finding that female 
participation rates are highly correlated to 


poverty and landlessness in rural India. 
Given thttt man is the primary bread winner, 
women go out to work when their householtl 
incomes do not sufFice for their basic needs; 
more often than not, the poorest households 
are also the landless. It was observed that, 
in areas where incomes had gone up, con¬ 
sequent on the Green Revolution, women 
tended to withdraw from the labour market 
due to the improved income-effect. Of 
course, it is also likely that women do not 
learn new skills and techniques associated 
with (he new agricultural technology becau.se 
they arc deemed to be primarily engaged in 
housework.’* Hence, there is a bias against 
their learning new methods. 'I his, too, could 
prevent them from participating in produc¬ 
tive work on the farm with changes in 
technology. Here again, it is necessary to en¬ 
sure that women arc not displaced from their 
jobs due to technological change in agri¬ 
culture, but in the event it is unavoidable, 
they should be absorbed in alternative jobs. 
There is not enough evidence on the impact 
of technological change in agriculture on 
female-employment; more research is re¬ 
quired in this area, particularly to study (he 
impact of post-harvest technology. 

Thirdly, we saw that women workers arc 
paid less than men for the same operations, 
but that this gap has narrowed down. Each 
state has a Minimum Wages Legislation 
whereby wages are siatutairily fixed. However, 
in the early seventies, after much delibera¬ 
tion, some state governments deliberately 
fixed differential rates for men and women, 
e g, in Tamil Nadu, Kerala and Andhra 
Pradesh. However, in .some states like 
Gujarat, Maharashtra and Madhya Pradesh, 
‘equal wages' were prescribed for men and 
women.*® By 1980-81, these differentials 
seem to have narrowed down, this change 
is pet haps not a real one. Despite all the 
legislations, including the Equal Remunera¬ 
tion Act, women arc paid less than men, and 
fo.r both males and females, the rales prevail¬ 
ing are lower than the prescribed ones. Not 


only is there wage discrimination, but 
women are able to secure limited employ¬ 
ment, restricted to peak seasons and to cer¬ 
tain categories of operations. 

India is a surplus labour economy with 
a high incidence of unemployment and 
underemployment, for both men and women 
workers, particularly in the countryside. The 
government has been aware Of this and has 
launched a series of specific schemes for the 
generation of additional employment in 
rural India. These include the Crash Scheme 
for Rural Employment, the Rural Works 
Programme, the Marginal Farmers and 
Agricultural labour Development Agencies, 
the Employment Guarantee Scheme and the 
Food for Work Programme. At present, 
there are two employment schemes, which 
have replaced these older ones. These arc the 
National Rural Employment Programme 
(NREP) and thcJRural Landlesv Employ¬ 
ment Guarantee Programme (RI.EGP). The 
guidelines for the wage-employment pro¬ 
grammes do not stipulate any fixed targets 
for the employment of women, but they state 
that amongst the landle.ss labourers pre¬ 
ference should be given to 'SC/STs and 
women. In addition, assistance is given to 
poor households for self-employment under 
the Integrated Rural Development Pro¬ 
gramme (IRDP). Accoiding to the IRDP 
guidelines, it is required that onc-ihird of the 
beneficiaries receiving assistance be women. 
In practice, these schemes have affected 
women workers marginally and residually. 
In 1985-86, of the total families assisted 
under IRDP, the number of women covered 
was only 6.5 per cent.“ This fell far short 
of the required 33 per cent. Women’s 
employment on NREP/RLEGP projects was 
around 15-17 per cent. 

However, data with respect to the Employ¬ 
ment Guarantee Scheme in Maharashtra 
(this is a state employment programme, 
which is in addition to NREP/RLEGP), priv 
vide a different scenario; where the female/ 
male ratio on EGS projects is better than 
anywhere else in Maharashtra or the rest of 
India. It is worth spelling out a few salient 
features of the EGS.*^ A minimum wage, 
lower than the one prevailing for agricultural 
labourers in the area svas prescribed, and all 
able-bodied adults .had to register if they 
wanted employment. The project had to be 
productive with expenditure on labour and 
materials, in the ratio of 60:40. As it turned 
out, the expenditure on wages was between 
73-80 per cent over the period 1976-80. In 
1979-80, 200 million mandays of employ¬ 
ment were created, and of the total workers 
employed, 40 per cent were females. In fact, 
in a field survey of 54 projects, Kuroudini 
Dandekar found that 1280-1300 female 
workers for every 1000 male on EGS pro¬ 
jects. Hence, it appears that the ECS did' 
create additional employment for women.*’ 
However, there is need to add a word of cau¬ 
tion. It has been observed that very often 
males register but they send the women to 
work, because they feel that the wage rates 
are low for them. Notwithstanding the 


Tabi e 5: Number of Days of Employmen r of Male and Female Rur ai Workers—State wise, 

1964-65 AND 1974-75 

(Number of days) 


India/States 

Employment of Men 

Employment of Women 

1964-65 

1974-75 

1964-65 

1974-75 

All-India 

272 

250 

199 

185 

Andhra Pradesh 

288 

249 

201 

172 

Assam 

295 

313 

268 

284 

Bihar 

252 

229 

161 

155 

Gujarat 

305 

272 

254 

212 

Jammu and Kashmir 

273 

266 

365 

298 

Karnataka 

279 

273 

213 

211 

Kerala 

205 

183 

178 

145 

Madhya Pradesh 

287 

260 

205 

170 

Maharashtra 

297 

279 

213 

215 

Orissa 

302 

244 

215 

171 

Punjab 

3*0 

263 

218 

253 

Rajasthan 

282 

290 

229 

237 

Dimil Nadu 

233 

205 

162 

148 

Uttar Pradesh 

284 

268 

180 

208 

West Bengal 

308 

265 

273 

211 


Source: Government of India,'labour Bureau, Rural Labour Enqu^y, 1964-65 and 1974-75. 
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reasoi^ for a higher PPR on EGS, it is clear 
that there is a supply of female labour 
wUIityt to work on public works projects, if 
employment is available. This would be par* 
ticularly true if the seasonality factor was 
borne in mind. 

So lar, we have been concerned only with 
the agricultural sector as the majority of the 
womto workers aie engaged in agriculture, 
^ow^er, it is worth adding a few words on 
hous^oid industries or agro-based acti¬ 
vities^ which are largely ‘female labour- 
intensive*. Women have traditionally been 
involved in spinning and weaving, laundry 
and dyeing, grain milling, pottery, coir and 
bidi making, cashew processing, breeding of 
animals, domestic service, and working 
on Plantations, whether tea, coffee or 
tobaMo.^ In some of traditional industries 
tike jute and cotton textiles, modernisatioh 
of the production process has led to a decline 
in women's employment. Again in some 
others like bidi making or chikan em¬ 
broidery where women constitute 90 per coit 
of the workers, they are exploited by inter¬ 
mediaries and middlemen who provide the 
raw materials and market the final product, 
but pay the women a small amount.*’ 
Clearly, there is need to organise women 
workers cither in a co-operative or any other 
form whereby production and marketing are 
integrated. Government institutions or 
voluntary welfare organisations must come 
forward to organi.se women who are self- 
employed, and reduce their exploitation. 
There are several instances of successful 
income-raising activities by women, but 
these account for a very small proportion 
of the total female workforce. Still, it is a 
step in the right direction and hence requires 
mention. Let us cite a few of the successful 
ventures; the fibre industry under the Vimia 
Welfare Centre in Ernakulam, Kerala, Lijjat 
Papad making in Surat, Gujarat, plastic bag 
making in Chinglepet district of Ihmil 
Nadu, the dairy scheme organised by 
Sharada Stree Samaj in TUmkur, Andhra 
Pradesh, the Tsar Silk Programme under the 
aegis of the Mahila Vikas Sangh in Bihar 
and the Tilonia experiment in Rajasthan.** 
These are dispersed all over the country, and 
provide us with a hope that it is possible to 
stimulate and organise women to start their 
own handloom, handicraft or small scale 
enterprises. A number of these have an 
urban bias, and are located in villages near 
a town, or they consist of migrant rural 
labour re-established near an urban centre. 
Given the immobility of female workers, 
sue)) activities have to be organised in their 
villMc of domicile. 

Tpere is now a conscious decision on the 
part of government and planners to en¬ 
courage and increase the participation of 
women in the process of development. Their 
strategy is to tackle the issue on three 
ftonts-^ucation, employment and health— 
as these ate fairly closely linked. The Seventh 
Plan recognises the need to raise the 
economic and soda! status of women.*’ 
Under a new scheme. Women’k Development 


Corporations will be set up for the promo¬ 
tion of women’s employment-generating 
activities. Also, a women's development 
planning and monitoring cell will be set up 
for the collection of data and monitoring of 
government programmes.** Despite all this, 
it will require a concerted effort on the'part 
of. women themselves to assert their indivi¬ 
duality and rights. Given that even in urban 
areas, and amongst the educated, traditional 
values about a woman’s role in Indian 
society still persist, it will be a long time 
before attitudes and perceptions change in 
rural areas: In the short run, it is necessary 
to recognise 'he productive work done by 
women, reduce discrimination against them 
by legislations on equal pay and equal job 
opportunities and create more jobs specially 
suited to their skills and needs. 


Notes 

fThis p.sper has emerged from the research done 
as a part of an ESCAP project on women's 
employment in Asia and the Pacific. Some of 
the main findings have appeared in “Women’s 
Economic Participation in Asia and the 
Pacific”, United Nations ESCAP, Bangkok, 
1987.] 
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New Technology and Traditional Rural 

Institutions 

Case of Jajmani Relations in Karnataka 

G K Karanth 

This paper attempts to answer the question whether changes in technology and introduction of commercial 
crops are sufficient causes of bringing about a change in traditional agrarian relations. It is argued that while 
some changes do occur in agrarian relations as a result of new technology and introduction of commercial crops, 
traditional agrarian relations continue in some form or another, lb demonstrate this thesis, the author has chosen 
the Institutions of jajmani relations as one aspect of agrarian relations in a Karnataka village.. 


ARE changes in technology and introduc¬ 
tion of commercial crops sufficient causes 
of bringing about a change in, if not a 
breakdown of, traditional agrarian rela¬ 
tions? Some have argued that they are. In 
their opinion the introduction of new 
technology has resulted in erosion of tradi¬ 
tional attitudes of mutual dependence and 
obligations between the landowners and 
labourers, and increased tension between dif¬ 
ferent agrarian classes (see. Brown 1970; Sen 
1970; Frankel 1971; Aggarwal 1975; Singh 
and Singh 1975; and Alexander 1975). Such 
arguments fall under two categories of 
analyses of social change in rural India. 
Whereas the first considers ‘traditional' and 
‘modern’ (or commercial) as mutually ex¬ 
clusive categories, the second offers unilinear 
explanations, in this case, about the erosion 
of the traditional, mutually dependent rela¬ 
tions and the resultant increasing agrarian 
unrest. The assumption of a radical con¬ 
tradiction between the characteristics of 
modern and traditional forms has now been 
questioned, and they are shown to coexist 
in India and eleswhere (e g, Gusfield 1967; 
Rudolf and Rudolf 1967). Similarly, the in¬ 
adequacy of unilinear explanations to ac¬ 
count for the changes in agrarian social 
structure has been well demonstrated (see, 
Oommen 1971 and 1975). 

This paper attempts to answer the ques¬ 
tion posed above in a different way.' It 
argues that while some changes do occur in 
agrarian relations as a result of new 
technology and introduction of commercial 
crop, traditional agrarian relations continue 
in some form or another. Tb demonstrate 
this thesis. I have chosen the institutions of 
Jtymani relations^ as one aspect of agrarian 
relations in a Karnataka village. 

SOME Clarifications 

Sociologists and social anthropologists 
owe a debt to the pioneering work by 
W H Wiser (1936) which gave a systematic 
exposition of the concept of Jajmani rela¬ 
tions, and to T O Beidelman (1959) for a 
comparative analysis. While the term 
Jajmani is mainly applicable to the Hindi¬ 
speaking parts of India, the network of rela¬ 
tions subsumed under the system has been 
known by different names in different parts 
of the country: ayam, adade, baluti, etc. 
Sdme scholars fiuntliar only with the term 


Jajmani have wrongly concluded that the in¬ 
stitution is absent in the non-Hindi regions 
because they did not come across the term 
(see, e g. Hill 1979). 

A second clarification needs to be made 
regarding a view which considers Jajmani 
relations as much an aspect of agrarian rela¬ 
tions as of inter-caste relations. Some argue 
that the term jajmani is to be applied only 
to such relations in the realm of ritual 
(Pocock 1962). But, by narrowing the term's 
scope only to ritual, we tend to ignore an 
important aspect of the hereditary inter-caste 
service-relationships; namely their secular 
characteristic. Such secular services, 
significantly, are also included by the peo¬ 
ple themselves under the jajmani system, 
and they are exchanged for grain and fodder 
under the same principle as in the religious 
aspect ofyq/ma/i/relations. Oumont (1972, 
p 140), for instance, recognises this secular 
nature of Jajmani relations. As can be seen 
from the present study, there are some 
specialists who render both ‘secular’ and 
‘religious’ services as part of jajmani 
relations. 

A broader, view of jajmani relations is 
justified when we take note of another im¬ 
portant feature. The exchange of goods and 
services exists between the specialists on the 
one hand, and the patrons who own the 
land, on the other. Such patrons are also 
members of specific castes with a superior 
ritual status. In other words, Jajmani rela¬ 
tions do not involve patrons who do not own 
land, even if they are eligible to receive goods 
and services by virtue of their superior caste- 
.status. This emphasis on landownership can 
be readily explained. While exchange of 
goods and services makes it obligatory for 
the patron to make annual payments in kind 
to the specialists, a landless ‘patron* can only 
provide his labour, which is not necessarily 
skilled, or that required by a given specialist. 
If the norms of caste purity and pollution 
permit, a landless patron can obtain the ser¬ 
vices of a specialist by paying for them in 
cash. But such a relationship does not 
amount to a jajmani relationship, for in the 
former instance there is, on the one hand, 
a right to be served and the duty to serve, 
and on the other, a periodic grain payment 
to be made by the patron for goods and ser¬ 
vices. A broker view of Jajmani relations 
as compriung of both secular and ritual 
aspects may thus be justified in the light of 


the three features mentioned earlinr: (a) peo¬ 
ple themselves include the exchange of 
secular services also under the network of 
Jajmani relations; (b) there are specialists 
who render both secular and ritual services; 
and (c) such exchanges take place between 
land-owning patrons and the service 
specialists. 

A third clarification needs-to be made 
with reference to the hereditary character of 
Jajmani relationships. What sort of a stable 
or hereditary relationship can be considered 
to constitute a jajmani relation? That is, do 
wc consider a relationship between a land- 
owner and his indentured servant, lasting 
over a few generations, as Jajmani! For ex¬ 
ample, Harper (1959) considers the per¬ 
manently indentured servants also as part 
of the Jajmani system (which he terms as 
‘Malnad system’). Similarly, Beidelman 
(1959) equates the employer orjajmpn with 
the landlord and the specialist or kamin with 
agricultural labourers. Breman (1974) finds 
that servitude as a form of unfree labour fits 
completely with an interpretation ot Jajmani 
system as compulsory exchange on unequal 
terms. 

it is, therefore, necessary to lay down cer¬ 
tain criteria to digtinguish yq/mani relations 
from other, apparently similar relations. In 
order'to distinguish yq/mam relations from 
other forms of agricultural labour relations 
we need to ask'; what is the caste of the in¬ 
dentured or the agricultural labourers? It is 
necessary to view indentured and agricul¬ 
tural labourers from the perspective of caste, 
since caste membership is a vital element for 
participation in the jajmani relationship 
either as a patron or as a specialist. Members 
of almost any caste could be indentured or 
agricultural labourers (with the excqMion of 
ritually high castes, in the past). Elsewhere 
1 have shown that agricultural labourers and 
bonded or indentured servants, in the past 
as well as at present, came from the domi- 
- nam and upper castes as well as from the 
lower castes (Karanth, 1984). Mete continuity 
of indentured relations or landowner- 
labourer relations over a long period does 
not necessarily amount to Jajmani relations. 
It would be more appropriate to consider 
them as ‘patron-efient relations’ (Srinivas, 
1976), which may tadude Jajmani and other 
relations of mutual interdependence 

Fourth, description of the Jajmam system 
by most scholars seem to assume that it has 
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remained unchanged from time immemorial, 
and that the changes which have occurred 
in it arc modern phenomena. However, it is 
more likely that the system has undergone 
changes over time as well as space, A careful 
examination of the Jajmani relations in the 
past would reveal instances of new members 
inducted into the system while some others 
are excluded, or a specialist replacing 
another or even competing with another in 
the same craft or service and also of changes 
in the mode and quantity of grain to be paid, 
etc, (e g. Harper, 1959; Epstein, 1962). 

Finally, almost all studies of jajmani rela¬ 
tions have been silent about one important 
aspect, namely, the quantity of grain paid 
to the .specialists and the manner in which 
this is determined.^ An examination of the 
determinants of the quantity of grain to be 
paid may throw new light on the issue of 
distributive justice to the specialists. This 
study reveals that in most jajmam relation¬ 
ships the patrons have a formula that deter¬ 
mines the quantity of grains to be paid to 
the specialists, although the actual quantity 
paid may not be sufficient for the specialist’s 
survival. 

Thr Vii I AOi: Setting 

Rajapura'* is about sixty kilometres from 
Bangalore city, the capital of Karnataka.' 
During 1978-79, the population of the village 
was 995 distributed among 183 households 
of twelve different castes. Okkaligas are the 
politically, economically and socially domi¬ 
nant caste. They own the bulk of agricultural 
land, while the incidence of landlessness is 
relatively high among the other castes (sec 
the table). All the castes engage in agriculture; 
although some of them have other occupa¬ 
tions. The main crops grown arc ragi, 
mulberry, pulses, groundnuts, and paddy. 
Except among the big farmers, production 
of food crops is mainly for subsistence. 
However, some products like mustard, 
.se.same, castor seeds, field-beans (avarekai), 
and lentils, in addition to ragi, often serve 
as sources of cash income. From the point 
of view of cash income, mulberry-growing 
and silkworm-rearing are of primary impor¬ 
tance.*^ Farmers buy the silkworm eggs (lay¬ 
ings) from the sericulture department of the 


government of Ktunataka. When the eggs 
are hatched, the silkworms are fed with 
mulberry leaves, which are grown on either 
dry or gaiUen land. This being a ‘seed area’, 
the cocoons are sold to the grainage of the 
marketing centre of the sericulture depart¬ 
ment, in the neighbouring village of Doddi, 
or to private buyers with the permission of 
the officials.’ 

Sericulture in Rajapura prior to 1967 was 
only an agriculturally slack season activity 
that too on a negligible scale. Farmers had 
to go to far away places to sell the small 
harvest of cocoons. The opening of a 
grainage and silk cocoon market in 1967 in 
Doddi village facilitated mulberry-growing 
and silkworm-rearing in Rajapura on a com¬ 
paratively large scale The number of 
households engaged in sericulture rose from 
about 45 during 1970 to 199 by the end of 
1980. The coming of sericulture was a boon 
to the dry-land farmers in the region. 
Whereas earlier the farmers sold their crop 
annually or biannually, they now could 
harvest and sell silk-cocoons every two 
months," and thus have a more and fre¬ 
quent cash income. 

By the very natpre of its technology, 
sericulture^ is a labour intensive activity, 
with extensive use of female labour in parti¬ 
cular. Picking leaves to feed the worms 
through different stages of their growth, 
carrying headloads of mulberry leaves from 
the Helds, cleaning and chopping them into 
Hakes, cleaning the trays in which the worms 
are reared, and picking the harvest of co¬ 
coons are some of the tasks performed by 
women. Once a year mulberry plants are 
pruned at the bottom, the soil is dug and 
mulberry garden is fenced. These tasks are 
performed by male workers. As a result of 
such intensive use of family and hired 
labour, there is now a shortage of agri¬ 
cultural labour in the village as a whole. 
Tenancy and sharecropping, which were on 
the decline following the implementation of 
land reforms, began to reappear not only in 
sericulture but also in grain farming. This 
was mainly to ensure a continued labour 
supply from the households of sharecrop¬ 
pers. During 1978-79 there were as many as 
77 cases of tenancy/sharecropping in the 


village. The new and increased demand for 
agricultural labour also paved the way for 
continuity or revival of many of the tradi¬ 
tional features of agrarian relations such as 
bonded labour system, tied labour for the 
agricultural season, indebtedness,'** etc At 
the same time there were changes in certain 
other areas also. Agricultural wages rose 
from about Hfty paise to one rupee and later 
to four rupees during 1967-1980. There was 
always work available for the labourers, 
besides a new opportunity for cash income 
through sharecropping in sericulture 

From the point of view of the present 
paper, the most important impact of seri¬ 
culture was the increased demand for the ser¬ 
vices of craftsmen: basket-maker, potter, 
ironsmith and carpenter. Sericulture requires 
many appliances that are to be made and 
repaired by these craftsmen. Bamboo baskets, 
trays and mounts which are used for carry¬ 
ing mulberry leaves and keeping the silk¬ 
worms; wooden stands to store the worm¬ 
rearing trays; watering the garden with ear¬ 
then pots; and making and repairing tools, 
etc, were some of the goods and services now 
required of the.se specialists. Instead of buy¬ 
ing these goods from urban markets, farmers 
patronised local craftsmen. Thus, while 
prior to 1970 some members from artisan 
households had migrated to other places in 
search of work, during the post-sericulture 
period there was not only a halt on migra¬ 
tion, but a reverse flov also. 

Jajmani Relations in Rajapura: 

The adade System 

The local term for jajmani is adade, while 
the service of craft specialists are known as 
Kasabudararu and landowners as adade 
kula," or as okkalu. Adade also means 
grain payment, while some specialists (masi- 
cians, and the village servants) refer to it as 
acre-ragi. Adade relationships exist between 
patrons who are landowning members of 
high castes on the one hand, and the priests, 
village servant.s, blacksmiths, washermen, 
barbers and musicians on the other. About 
Hfteen years ago the network of adade rela¬ 
tions included an a.strologer and a potter 
also. When the old astrologer, a Brahmin 
from the nearby town of Magadi, died none 


Table: Households, Population, and Land Ownership of Different Castes in 1979 


SI Castes 

No 

Population 

Male Female Total 

House- Average 
holds Size of 
House¬ 
holds 

: Ibtal Average Average 
Land Land lAnd 
Owned Owned Per 
(Acres) (per HH) Capita 

Land¬ 

less 

House¬ 

holds 

Per cent 
Land¬ 
less 
HH 

Male Female Total Per Cent 
Workers Workers Workers Workers 
in the 
Populn 

(1) Lingayats 

10 

4 

14 

3 

4.7 

16.00 

5.33 

1.143 

2 

66.7 

7 

3 

10 

71.4 

(2) Okkaligas 

336 

339 

675 

108 

6.3 

659.02 

6.10 

0.976 

14 

13.0 

198 

217 

415 

61.5 

(3) Kumbara 

4 

5 

9 

2 

4.5 

2.00 

1.00 

0.220 

— 


2 

> 

5 

55.6 

(4) Madivala 

5 

5 

10 

3 

3.3 

— 

— 

— 

3 

100.0 

3 

5 

8 

80.0 

(5) Bestha 

1 

1 

2 

1 

2.0 

— 

— 

— 

1 

100.0 

1 

1 

2 

100.0 

(6) Achari 

13 

6 

19 

3 

6.3 

10.10 

3.37 

0.532 

2 

66.7 

3 

4 

7 

36.8 

(7) Marathe 

9 

10 

19 

3 

6.3 

18.38 

6.12 

0.967 


— 

6 

8 

14 

73.7 

(8) Lambani 

21 

21 

42 

14 

3.0 

24.28 

1.73 

0.578 

4 

28.6 

14 

17 

31 

73.9 

(9) Korama 

9 

9 

18 

3 

, 5.3 

8.25 

2.73 

0.458 

— 


5 

6 

11 

61.1 

(10) Odda 

17 

13 

30 

7 

4.3 

10.00 

1.43 

0.333 

2 

28.6 

II 

8 

19 

63.3 

(11) Holeya 

28 

37 

65 

14 

4.6 

49.32 

3.52 

0.759 

2 

14.3 

22 

26 

48 

73.8 

(12) Madiga 

51 

41 

92 

22 

•4.2 

29.75 

1.35 

0.323 

13 

59.1 

37 

30 

. 67 

72.8 

Total 

504 

491 

995 

183 

5.4 

827.10 

-« 

4.52 

0.831 

43 

23.5 

309 

328 

637 

64.0 
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of Ms «ii>dren showed any interest in sue* 
ceedingtp his father’s role Similarly when 
the old potter died, his two sons were not 
old enough for adade relationship. Subse¬ 
quently one of the sons learnt the traditional 
craft, and is now active selling pots for grain, 
but not as part of adade relation. 

Traditionally villages in general were said 
to have had twelve different offices, the in¬ 
cumbents of which were members of specific 
community who “assembled each other’s 
wants’’ (Wilks, 1930). Such an account is 
much in common with the description of 
Indian villages as self sufficient republics.'^ 
It mu.st, however, be pointed out that not all 
villages have all the village offices, and have 
depended on other villages for certain ser¬ 
vices (see, Srinivas, 1978). This was the case 
in Rajapura also; the barber came from a 
neighbouring village while the village musi¬ 
cians served a few other villages. 

In order to understand the various services 
and crafts involved in this relationship, f at¬ 
tempt a classification of jajmani relations 
in Rajapura (see the chan). This classifica¬ 
tion takes into account a feature which has 
by and large received little attention from 
students of jajmani relations; the nature of 
patrons. Do the patrons of a given craft/ser¬ 
vice specialist constitute the village as a cor¬ 
porate whole, or only individual families, or 
both? The scheme of classification presented 
here also allows for a description of two 
other aspects, namely, secular or religious 
nature of service; and the mode of payment 
for it (grain payment, allotment of land, etc). 

While there are certain specialists who 
serve only families in the village, others serve 
both particular families and the village, as 
a whole, and yet others serve only the village 
as a corporate body. Accordingly, the 
specialists* status vary as do the mode of 
payment. The position of various castes in 
the local hierarchy is also found to be in¬ 
fluencing, and influenced by, the variations 
listed above. 

The chart may be described as a 'tradi¬ 
tional* or ‘ideal’ one. and a few of the of¬ 
fices listed in it have ceased functioning. I 
shall now proceed to describe the duties 
traditionally attached to each office and to 
note the changes that have occurred. 

(I) Village-Orienti-d Services 

The distinguishing feature of this category 
of services is that the specialists render their 
services to the village as a corporate whole. 
In return they are generally given a plot of 
land for cultivation. Payment by gift of land 
stands higher than peri^kal grain payment. 
In addition to the land given, particular land¬ 
owning households pay the functionaries a 
quantity of grain and a bundle of straw. 

(1) Priests (Aj: It is necessary to identify 


the groups of priests with a suffix (A) to 
distinguish them from the others also refer¬ 
red to as priests. Of the three temples in the 
village, one is of the presiding deity Of the 
village, Hatti Maramma. The eldest male 
member of the households belonging to the 
lineage of the former pate! is the hereditary 
p/iest of this temple. During my fieldwork 
period there were three such priestly 
households, each serving for a year in rota¬ 
tion. The temple has been endowed with 18 
acres of land by the earliest settlers of the 
village. The three households enjoy this land 
among themselves. The deity has to be of¬ 
fered special prayers every Hiesday.^wh'ile on 
other days merely the temple lamp is lit. The 
major event is the annual festiv^ in Aprii- 
May, the expenses of which are met by the 
priest.’’ But, a devotee may undertake a 
vow to have the image of the goddess taken 
out and on such occasions the cost is borne 
by the devotee himself. 

. By definition, the services of the priests 
are oriented towards the entire village. The 
priests officiate for everyone by accepting 
their offering, and distributing flowers 
(prasada) sanctified by being offered to the 
goddess. There is, however, a discrimina¬ 
tion against the members of the former un¬ 
touchable castes of Holeya and Madiga. 
Their offerings of fruits and (lowers are ac¬ 
cepted only after the higher castes make their 
offerings and prasada is given to them. The 
deity's procession is taken only till the out¬ 
skirts of the Holeya and Madiga quarters. 

(2) No astrologer exists now in Rajapura, 
but when one did he lived in the town of 
Magadi. He used to visit the village with his 
almanac during the Hindu New Year (Ugadi) 
festival (March-April). The astrologer tradi¬ 
tionally read out to the villagers the forecast 
for the year contained in the almanac (pan- 
changa) about the adequacy of rains and 
which crop would fare better. He also in¬ 
dicated times auspicious for commencement 
of Certain important tasks such as ploughing, 
sowing and bringing the harvest home. The 
farmers also used to consult the astrologer 
in the town to find out auspicious time for 
the digging of a well or construction of 
houses, going out looking for a bride, where 
to look for a missing cow, etc. On each of 
these occasions a payment in cash and kind 
was made to him. 

In some villages of the region, the 
astrologer was given a plot of land for his 
services. But in Rajapura each landowning 
household gave him a measure of ragi. 
pulses, jaggery, fruits and vegetables. The 
washerman provided donkeys to carry the 
grains to Magadi town. 

Although the role of the village astrologer 
does not form a part of the present day net¬ 
work of adade relations in the village, the 


villagers have not lost faith m astrology. For 
astrological consulutions they now go to a 
smith in a neighbouring village Payment for 
him is exclusively in cash. Some peripatetic 
groups also give predictions about future for 
the villagers in addition to medicine to the 
sick. Most of the villagers, who are able to 
read now buy a pocket-calendar or a popular 
almanac which gives them thesnformation 
formerly given by astrologers. ” Lack of in¬ 
terest on the part of the village astrologers 
themselves has contributed to the decline in 
their role in adade relations. 

(3) Village servant (Thoti): This office is 
held by members of the Madiga caste, which 
was formerly an untouchable caste The thoti 
serves the entire village. Traditionally his 
duties were to accompany and assist the 
patel and shanubhog (that is, headman and 
accountant) in performing their duties. For 
instance, the thoti accompanied the 
shanubhog during the time of assessment 
and recovery of land revenue from the 
farmers. He also accompanied the patel 
during his official visits in the village or out¬ 
side. The thoti also had to be present during 
the meeting of the village council, fot, it was 
his duty to inform each member to attend 
thtf meeting, and summon the members of 
various families whose presence was 
necessary. He continues to function as the 
village broadcaster; All important an¬ 
nouncements are made by him to the accom¬ 
paniment of the drum-beat. He might be 
asked to announce the date of the accoun¬ 
tant’s visit to the village to collect revenue, 
the need for volunteers to repair a part of 
the temple, or contributions to be made by 
each hou.sehold to a village festival. 

Ideally, the thoti was expected to know the 
details of every dispute .settled by the council 
and to provide the facts to the members on 
future occasion, if necessary. He was also 
expected to know the extent of land owned 
by each villager, and point out to the stones 
marking each boundary when a need arose. 
He Was also the watchman of the village and 
crops and as such he had to take possession 
of stray aninials that entered the village or 
its fields, and hand them over to their owners 
after collecting fines. Finally he removed the 
carcasses of cattle, the skins of which he was 
free to sell or make drums with. 

The thoti had also duties on ceremonial 
occasions such as the festival of the village 
deity when, for instance, he had to sprinkle 
the blood of the sacrificed goat in the eight 
directions to propitiate the spirits inhabiting 
each.'* He was also one c'' the party of 
musicians to accompany a corpse to the 
burial ground. 

In return for his services, the thou i.ot a 
reward of land, referred to as thoti-inamti. 
In addition to this, from each landowning 
household he received a measure of grain 
(acre-ragi) as payment and a bundle of straw. 
Crain payment was made to the scale of two 
seers per acre owned by patrons. 

There are two thotis now in Rajapura. 
They have married sisters, and between 
themselves have divided the land that goes 
with the office. They .serve the village by 


Chart: Types or Jajmani Relations in Rajapura (Services) 

I Village-Oriented II Flamily-Oriented III Village-and-Family-Oriented 


(1) Priests (A) 

(2) Astrologer 

(3) Village setxants 


(1) Priests (B) 

(2) Smiths 

(3) Barber 


(1) Priests (C) 

(2) Wsshermen 

(3) Musicians 
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turns. Utotis continue to serve eventhough 
the offfee has been formally abolidied hy the 
government along with the offices of hc^i- 
tary headman and accountant.'^ 

In recent years there have been some 
strains and changes in the adade relations 
involving the thoti. The number of farmers 
paying acre-ragi has been declining. The pay¬ 
ment is no longer related to the extent of 
land owned. During 1978-79, the thoti and 
other musicians refused to perform at the 
annual festival on the grounds that annual 
payments were not being made regularly by 
many landowners. The thotis complained 
that they could not pay R$ S to the other 
drummers who were part of the band of 
musicians. But the village elders were able 
to persuade the musicians to perform, and 
some farmers to pay up their dues. 

One important sociological point not to 
be missed here is that some traditional in¬ 
stitutions are so strong that government's 
abolition is an inadequate cause for its 
decline and di.sappearance. The thotis 
themselves explained that they were willing 
to serve the village as long as their services 
were needed. This does not suggest that they 
are happy to serve the village under the 
prevailing conditions of declining number 
of people paying acre-ragi. 

Some farmers, however, point out to the 
irrelevance of thotis’ services as causes for 
their not making grain payment, it was also 
felt that the thotis were suitably rewarded 
with land for whatever services they now 
rendered. 

In spite of the declining payment, the 
thotis continue to serve the village as in the 
past. They now accompany the newly ap¬ 
pointed village accountant, and officials of 
the police and revenue departments during 
their visits to the village. Their role in the 
present day village council is insignificant, 
but they do render their service if asked for. 
The important reasons for their continuing 
to serve the village seem to be the grant of 
land and the power of village elders in per¬ 
suading them to work. The villagers also, by 
and large, continue to consider the role of 
the thoti in the same way as before. “A 
village without a thoti is like a jungle*’ is a 
saying which the people recall whenever the 
thotis neglect their duties. 

(inrAMILY-ORIENTED SERVICES 

As already mentioned, the specialists in 
this category perform certain specified tasks 
for pauon-households. The specialists are 
paid fixed quantities of grain and straw. 
They are not given a gift of land as in the 
first category. 

(I) Priests (B): Most households in 
Rajapuia have a house-deity located generally 
in the village from which they or their 
ancestors migrated. The household refers to 
itself as the okkaiu of such and such a deity. 
The priests officiating in these temples serve 
the client households of the deity. The client 
housdiolds periodically visit the patron 
deities and the priests of the temple serve 
as chaplains. 

The priests of these temples also used to 


visit Rajapura annually to collect grain 
(adade) and other gifts from devotees. 
Where the temples were far away or the local 
devotees too few, the latter themselves car¬ 
ried a measure of ragi and other gifts during 
their annual visit to such temples. Fiequmtly 
they gave money in lieu of the kind payment. 

In recent times there has been a decline 
in the frequency of the visits by the priests 
to village. The devotees, however, visit the 
temples at. least once in three-four years. But 
the relationship between the priests of this 
category and okkaiu devotees is not as in the 
past. Not only do the priests know accurately 
the geographical distribution of okkaiu 
devotees, the former have frequently ac¬ 
cepted new temples as their family-deities. 
However, a few priests and devotees do 
maintain a adade relationship, particularly 
the older families in the village. 

(2) Biacksmith: There are three house¬ 
holds of blacksmiths in Rajapura. About ,35 
years ago the village had only one smith who 
served all the households in the village for 
adade. After his death three of his sons left 
the village to work as labourers elsewhere, 
entrusting one brother with the caste- 
occupalion. After a few years, the latter in¬ 
vited his sister's husband to assist him. Soon 
the sister's husband established himself in¬ 
dependently as a smith and the villagers 
seemed to Find the latter's workmanship bel¬ 
ter than that of the former. 

In 1952 another smith migrated into the 
village as a tenant. I-ollowing a dispute with 
the old .smiths of the village, a few patrons 
engaged the new smith. Neither the caste nor 
the vittage panchayats were able to enforce 
the norm of exclusive right of the old smiths 
to serve the households in the village. The 
precedence of the old Smith's brother-in-law 
entering into adade relation was one of the 
factors which helped the new smith. He was 
succetisful in gaining acceptance aiso by vir¬ 
tue of his skill and, later, by professing his 
loyalty to the dominant faction of the village 
council. The entry of new specialists into 
adade relations is to be viewed here with 
reference to the argument made earlier,' 
namely, that the system is flexible and 
hereditary rights to the ofFice are not always 
strictly followe’d. 

The smith's duties consist of making, 
repairing, and sharpening such tools as 
sickles, chisels, crowbars, ploughs, etc. There 
are rules and conventions governing when 
a new tool is to be provided and when an 
old one is to be repaired. In making a new 
tool, for example, the farmer has to provide 
the required material. Making and repairing 
the tools are generally prior to the com¬ 
mencement of the agricultural season, and 
again, during harvest operations. 

IVaditionally the quantity of grain paid 
to the smith was related to the number of 
the ploughs owned by a landowner. For two 
ploughs owned a farmer paid 16 seers of ragi 
and two bundles of straw, and for every ad¬ 
ditional plough, eight seers of ragi. The 
number of ploughs used by a man was 
related to the extent of land owned by him. 
Thus different classes of landowners (big, 


or small) paid the smith in accordance to 
their wealth. 

For two reasons, mainly, this formula is 
not strictly followed in recent times. First, 
the smith does not verify the number of 
ploughs used or owned by his patrons. 
Formerly he knew it as he himself would 
have fashioned the ploughs. Nowadays many 
farmers themselves have acquired the skills 
of fashioning the ploughs, and they also lend 
their services to their fellow-farmers. In the 
absence of an exclusive right to their duties, 
the smiths now fail to keep track of the 
number of ploughs in possession of patrons. 
Secondly, the practice of plough sharing and 
mutual exchange of labour involved in 
ploughing renders the calculation difficult. 

With the introduction of sericulture, the 
range of tools the smiths have to make has 
greatly increased. For such additional ser¬ 
vices they collect a cash fee. In either form 
of payment, i e, adade or cash, the farmer 
is required to provide charcoal to be used 
as fuel for the kiln, and assist the smith in 
bellowing. Some other changes have occur- 
red in the adade relations between the smiths 
and thetr patrons. For example, with the in¬ 
clusion of new smiths in the network of 
jajmani relations, the patrons now change 
their smiths frequently. Not all the farmers 
have been prompt in settling their adade 
dues with the smith, which situation has 
been largely responsible for frequent shifts 
in patron-client relations. 

(3) Barber: Rajapura does not have a resi¬ 
dent barber. A barber comes everyday from 
a neighbouring village. In his shop he serves 
all except Harijans. There is pressure on him 
from the higher castes not to extend his ser¬ 
vices to Harijans while serving in Rajapura. 
But at the annual cattle-fair at Magadi and 
elsewhere, where he puts up a temporary 
shop, he serves all the castes. 

The barber receives an annual payment of 
eight seers of ragi and a bundle of straw for 
serving every gdult and married male 
member of a household. For serving other 
male members he gets only eight seers of ragi 
per head. If a household has more than four 
adult male members, payment for serving 
one member is waived. He does not collect 
grain for cutting the hair of young children 
of his patrons. The number o( adult male 
members includes bonded labourers of a 
given household, if they are not Harijans. 
Adade patrons are entitled to one haircut 
and one shave a month. For additional ser¬ 
vices the barber collects 50 paise and 25 
paise respectively. Hoa-adadc patrons also 
have to pay these rates for the barber’s 
services. 

The adode-barber has also ritual duties to 
perform. He has the right to bring basinga, 
a forehead-ornament worn by a bridegroom 
and bride during marriage. In return he is 
given a gift of Rs 5, one cube of jaggery, 
betel leaves, arecanuts, and a measure of 
grain. 

The barber serves almost all the okkaliga 
households on adade basis. Other castes like 
the lingayat, maratha and odda are also serv¬ 
ed either for adade or cash. The holeya and 
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madiga, who are not served either for casn 
or kind payment, get th^ir haircut by one 
of their own castefolk on an exchange basis 
or going to a haircutting shop in Magadi 
town. 

Rajapura's barber complains, indeed as 
most other specialists do, of increasing ir¬ 
regularity in grain payment by adade 
patrons. He is also unhappy that many 
young men do not take his services unlike 
the older men in their families. In the 
absence of a powerful and effective caste- 
panchayat, he has no way of ensuring an ex¬ 
clusive right to serve the patrons. Never¬ 
theless, his service relation with most land¬ 
owning okkaliga patrons is found to be con¬ 
tinuing. The farmers who arc not regular in 
making the annual grain payment continue 
to take his services by promising to settle the 
dues. Farmers find it inconvenient to get 
their hair cut in Magadi town as they have 
to wait for an auspicious day and time and 
make a visit for that spcific purpose. As a 
hair cut is to be followed by a purificatory 
bath many patrons find it convenient to take 
the services of the adade barber. A few also 
observed that the barbers in Magadi town 
do not pay enough attention to the personal 
requirements of the rural folk. Moreover, the 
barbers in the town serve the former un¬ 
touchables also while the local barber does 
not. 

(Ill) Vii.i AGE AND Family-Oriented 
Services 

The third category of specialists includes 
priests (C), washerman and the village musi¬ 
cians. Their duties are not only towards the 
village as a whole but also to individual 
households living in it. 

(1) Priests (Cy. This category of priests 
serve in a village temple as well as the in¬ 
dividual households for grain-payment. For 
example, the priests of Basava, and cave 
temples respectively, have duties to officiate 
in the temples, the deities of which are wor¬ 
shipped by all in the village. As priests of 
the village-temples they are compensated by 
a gift of land. They also serve the farmers 
by'performing the rituals associated with an¬ 
nual crop-worship, purification following a 
birth or death in the family, and in such 
other occasions. In return for these services 
the priest is paid annually a measure of grain 
and straw, in addition to cash gift. 

One important factor needs to be men¬ 
tioned here Over the past three decades 
these two temples have had many new priests 
replacing the old ones. Yet the villagers have 
entered into adade relations with each 
successive priest. 

(2) Washerman: Rajapura has three 
washerman households. TWo of them are 
brothers, one of whom is not engaged in his 
caste occupation. The washerman of the 
village, as in the case of smiths, have had 
to face competition from their own caste- 
members. A faction of the village leaders, 
(the .same people who had shown preference 
to the immigrant smith, discussed above) 
was unhappy with the old washerman and 
invited a man from a nearby village. Initially 


there was a protest by the old washerman. 
But his attempts to censure the new washer¬ 
man through his caste panchayat, with its 
headquarters at Magadi town, did not suc¬ 
ceed. With the support of a ))owerfbl faction 
of the village leadership, the new washerman 
was able to establish himself as an adade 
specialist. The hereditary washerman was, 
however, given the exclusive right to perform 
the duties towards the village as a whole The 
new washerman had'on an average ten to Tif- 
teen patrons at a given time But in course 
of time some'of the members who were 
responsible for bringing the new washerman 
returned to the old washerman or to one of 
his sons who had now taken over the duties 
from the father. 

The washerman’s duties toward the village 
as a whole consist of carrying a torch while 
the procession of any of the three deities is 
taken out. He has to provide clean white 
clothes to be spread on the ground so that 
the carriers* of the image of the deity do not 
walk on bare ground. He has to wash the 
ornamental clothes with which the imager, 
of the deities are dressed. He is also the 
custodian of these dresses when they arc mat 
being used. 

The washerman gets paid in cash as well 
as in kind for his services to the village as 
a whole. When a procession is taken out the 
priest gives him money towards oil and gifts 
of coconut and fruits. A farmer who vows 
to take out a procession pays a fee in cash 
and kind to the washerman. During the a n- 
nual festival almost every household in the 
village, with the exception of Lingayats, of¬ 
fers a sheep to the deity, the heads of wh ich 
are collected by the washerman. 

As regards serving the patron-households, 
the washerman's wife cleans menstrual 
clothes and post-natal clothes of women. 
Women in their periods and at birth are 
regarded as impure as also the blood-stained 
clothes. Every morning the washerman’s 
wife goes round the village picking up 
menstrual clothes of women which are put 
away in a corner of the front yard. 

The washerman, further, has a ritual to 
perform at the time of weddings in his 
patron’s household. He provides a white 
cloth used for covering the ve.s$el into which 
‘milk’ sanctifying a wedding is poured. 
Guests and relatives put money into this 
vessel which the washerman collects (see, for 
a description of this ritual, Srinivas, 1942). 

In return for these services he is paid eight 
seers of ragi and two bundles of straw. The 
payment vary according to the number of 
married couples in a house; for each cou¬ 
ple he is paid an extra eight seers of ragi. 
If the number of couples exceeds four, the 
oldest couple receives free service. The ex¬ 
emption suggests that the physiological ftic- 
tqr of menopause is being taken into ac¬ 
count. Further, when a member in his 
patron’s ''amily dies, the washerman is given 
the clothes in which the corpse is dressed. 

In Rajapura only one of the two brothers 
has the office of village washerman. This is 
the younger brother^ifwhile the older was a 
bonded labourer who later became a tenant 


of a Lingayat landowner. The new washer¬ 
man also holds the office of village washer¬ 
man in a nearby village. 

Like the other specialists In the village; the 
washerman do not serve harijans (holqyas* 
and madigas). The oddas are above the Uft- 
touchabiiity line but are too poor to pay the 
washerman either in cash or kind. 

(3) Musicians: The team of musicians has 
duties to the village as a whole and to 
patron-households. Ibwards the former the 
musicians play at the annual festivals of the 
deities and on other occasions when a pro¬ 
cession is taken out. As to the patron 
households, their duties consist of playing 
instruments for funeral procession. Fbrmerly 
the;/ played during weddings also, but in¬ 
creasingly professional musicians of Magadi 
town are bdng hired for this purpose Apart 
from a preference for modern music, the 
other reason for hiring musicians from out¬ 
side is that, very often, there is more than 
one wedding in the village on the same day. 

The team of musicians consists of four 
holeyas and two madigas. It has duties not 
only in Rajapura but in a few neighbouring 
villages also. Each musician is paid eight 
seers of ragi and two bundles of straw by 
all the landowning households in the village. 
The Priests (A) and (C), referred to earlier 
have an obligation to give coconuts and 
fruits in the addition to money to the musi¬ 
cians at the end of every procession. Like 
all the other specialists, the musicians also 
complain of adade dues not being settled 
in time. 

CoNciDDiNG Remarks 

From the account given till now it is evi 
dent that the institution of JaJmani relations 
has adapted itself to suit the changing needs 
of the people both in the past and in recent 
years. Although sericulture brought an in¬ 
creased monetisation to the agrarian 
economy of Rajapura, It may be .seen that 
it did not result in the erosion of the ‘tradi¬ 
tional’ attitudes of mutual dependence and 
obligation between different agrarian 
categories as argued by some. An examina¬ 
tion of jajmani relations in the context of 
a new technology, namely sericulture, shows 
that the latter has not significantly affected 
one of the traditional forms of rural institu¬ 
tions. On the contrary it has kept some of 
the service-specialists relatively busy 
throughout the year. The description of 
adade relations in Rajapura can now be 
related to some of the other issues raised in 
the beginning of the paper. 

First, succession to various specialist rotes 
is not always hereditary. Over time new 
soecialists have replaced old ones or com¬ 
peted with each other. Accordingly there 
have also been frequent shifts in patron- 
client composition in the network of adade 
relations, llie principle of hereditary rights 
is found to be operative more often in ser¬ 
vices that ate oriented towards the village as 
a whole (I category) than in the family- 
oriented services (II category). The former 
are usually rewarded with land which may 
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be said to encourage inheritance of the of¬ 
fice along with land. Division in the family 
is accommodated by sharing rights to serve 
by turns. 

Second, payment of grain to the specialists 
ideally was not arbitrary, but was in relation* 
to the extent of land owned, the number of 
tools (ploughs) used by the patrons, or the 
number of mdrried couples in the patron’s 
households. However, in recent times and in¬ 
creasingly the farmers are defaulting in mak¬ 
ing payments to the specialists. This is par¬ 
ticularly so in such services where an alter¬ 
native specialist serves, and is witling to have 
new patrons. Further, grain payment is in¬ 
creasingly being delinked from the extent of 
land or tools owned. Instead, a standard 
eight or sixteen seers of ragi and a bundle 
of straw are given. Cash payment is made 
for all extra services. Thus although cash and 
kind payment coexist, adade relations have 
not bwn replaced by monetary transactions. 

Why do some farmers continue to have 
adade relations with the specialists? Why do 
adade relations continue in spite of the 
coming of sericulture with its increased 
monetisation? In answering these questions 
one should take a took at the nature of each 
service, the utility value of such goods and 
services to the patrons, and their indispen- 
sabilily for the secular and religious life of 
the patrons. In some cases substitute services 
arc available, as with hired musicians from 
Magadi or barbers in town. From the point 
of view pf the patrons the available alter¬ 
natives arc not always convenient. The per¬ 
sonal relationship involved gives confidence 
in the workmanship of the local specialists 
and ensures fulfilment of specific require¬ 
ments. Moreover, adade payment also serves 
as a retaining fee and ensures the services 
at the back and call of the farmer. Yet 
another reason is that he need not sell the 
grain to make ca.sh payment but measure 
them out to make the payment. 

The specialists, on their pari, continue to 
serve on adade for many rea.sons. Frist, most 
of them are found to be supplementing their 
income by working as agricultural labourers 
(two washerman, one smith, two priests ‘B*, 
as well as the thotis and musicians), or as 
tenants and sharecroppers (thotis, musicians, 
one smith, priests ‘A’, ‘B’ ‘C’, and one 
washerman). Secondly, functioning as 
‘village’ service specialists in the adade net¬ 
work gives them Ihe satisfaction of keeping 
up the family or caste tradition. By virtue 
of serving as adade speciali.'ts they enjoy a 
higher social status within their caste, and 
are often envied by their fellow caste 
members. Indeed, specialists of all castes 
keep requesting the village ciders to give 
them the custom whenever an incumbent 
■specialist threatens to sever adade relations. 

Third important factor as to why specia¬ 
lists continue totakc part in adade relations 
is the role played by the village leadership. 
No account of rural Indian life seems to 
complete without a reference to the role of 
village leaders, mainly of the dominant 
caste. In the past the leaders' in Rajapura 


were responsible for bringing new specialists 
to compete with the existing ones and ac¬ 
commodating them in the network of adade 
relations. A similar and equally powerful 
role is being played by the present day 
leaders. Whenever there is a sign of possi¬ 
ble breakdown of adade relations the leaders 
intervene to settle matters. People, par¬ 
ticularly the aggrieved ones, point out that 
the leaders want to maintain status que. The 
specialists even now complain formally to 
the village leaders about non-payment of 
grain. After persistent protests, either the 
headman, or the former patel .speaks to the 
erring farmers. If there is a stalmate, the 
specialists are advised to write-off tite arrears 
and discontinue serving such farmers. The 
specialists also take advantage of critical 
moments of patrons to demand payment of 
grains. 

In most cases both the patrons and the 
specialists are vulnerable to pressure from 
the village leaders. They need the help of the 
leaders, for instance, in securing loans fronj 
the co-oix-rative credit society, grants of free 
building materials, or allotment of free 
house sites, etc 

1-inally an important observation made in 
the village needs to be emphasised. Not only 
has the ’traditional’ institution of adade per¬ 
sisted in the wake of increased monetisation 
of ec'onomy, the notion of adade has been 
applied to certain othci repetitive relations 
in a ’market’ situation. The forest guaid of 
the forest near Rajapura, and the visiting 
merchant receive a measure of grain and 
bundles of straw from all the farmers deal¬ 
ing with them. 1'he guard receives the grain 
for ‘permitting’ the farmers to graze their 
cattle in the forest, and allowing the forage 
of firewood, wood for making pluugh.s, etc. 
ideally the relations between the villagers 
and these two men are expected to be im¬ 
personal and commercial. They are not on¬ 
ly found to be pei.sonal but also contain 
elements of traditionality. 

Notes 

1 This paper is a by-product of my doctoral 
dissertation. 1 ,am grateful to T K Oommen, 
M N Srinivas, A M Shah, B R Chauhan, 
V S Parthasarathy, C' N Ramachandran and 
R Sivaprasad for their comments. 

2 For a discussion of other aspects like 
landowner-labour rclation.s, credit relations, 
tenancy and sharecropping, etc, sec Karanih 
(1984). 

.1 Exception, however, is in a paper by- 
Anthony Good (1982), although he rcfu.scs 
to refer to the .services as part of the JaJmani 
system. 

4 Rajapura is a pseudonym. 

5 For a detailed description of the village, sec 
Karanth (1981) and (1984). 

6 1 use the word sericulture in a restricted 
sense to include growing mulberry and rear¬ 
ing of silk worm. As an agro-based industry 
‘sericulture’ includes a third dimension, 
namely Ihe reeling of silk yarn from the co¬ 
coons. For a social anthropological account 
of sericulture, see Charsley (1982). 


7 Under the Mysore Silkworm Seed Control 
Act, 1951, farmers engaged in sericulture 
have to register themselves with the Depart¬ 
ment of Sericulture, government of Kar¬ 
nataka, and be supervised by its technical 
experts. 

8 See above, note 2. 

9 For a description of different operations in 
silk-worm rearing see Krishnaswamy (1978). 

10 Bonded labour system was legally abolished 
in Karnataka in 1976, while under the 
20-pomt programme relief to the rural 
indebted was provided. 

11 See Srinivas (1976: 212) for another village 
in Karnataka. 

12 For exantple. Sir Charles Metcalfe, quoted 
in Srinivas (1978: 23). 

13 Special worship, either during the annual 
festival or at other times, involves the cost 
of Bowers, fruits, additional payment to the 
washerman, musicians, and gifts to the 
priests, etc. In addition, the deity has to be 
offered a goat, the cost of which is borne 
by the devotee if he is fulfilling a vow, or 
by the priest. There will be at least half a 
dozen special pujas of this kind every year 
in addition to the annual festival. 

14 See Srinivas (1976: 310-12) for a description 
of the importance of astrology In 
agriculture. 

15 The pocket calendars and almanacs arc sold 
not only in book.shops and petty shops in 
Magadi town, but also by vendors in bus 
stations. A pocket calendar costs 50 paisc 
while the price of an almanac varies from 

Rs 4.00 to Rs 8 (X). 

16 The custom is known as Man hali and takes 
place noimally during the months of 
Oclober-Novembcr every year. The meat is 
sold so as make good the cost of the 
sacrificed animal. 

17 The Mysore Village Offices (Abolition) Act, 
1961, which came into force in 1963. 
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The Leasing Scheme offers 100% 
financing. Leasing, the ideal alternative 
with built-in advantages over all other 


means of financing, offers pfotec- 
tion against inflation as each 
is made with progressively 
cheaper rupee. 
Innumerable are the benefits of this 
Scheme which has been specially devised 
for Small Industries by their own 
Corporation—NSIC 
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Women and Reform of Indian Traditior 

Gandhian Alternative to Liberalism 

Amrit Srinivasan 

A proper understanding of the Gandhian concept of swaraj and the role, symbolic and substantive, of women 
within it can be used to criticise liberalism and its particular definition of Indian nationalism as the product of 
rational social policy and action on the part of a centralised government. In Gandhi’s science of swaraj women 
appear as a collective representation by means of which the superiority and inviolability of indigenous social tradition 


is demonstrated against the modern. 

THE question of women and the reform of 
tradition was central to emerging Indian Na¬ 
tionalism in the late colonial period. The 
discussion here is quite deliberately not 
however about any actual women and their 
historical or ideological contribution to the 
cause of women or nationalism or both. 
Rather it is about women as they came to 
be represented in two alternative imagina¬ 
tions of what ought to constitute the organi¬ 
sing principles of Independent India as a 
self-governing nation. I refer specifically 
to the space occupied by women in the G- 
andhian and the liberal programmes res¬ 
pectively which provides a window to their 
separate and competing truth as systems of 
knowledge and practice. The national discus¬ 
sions on women's reforms going on in India 
even today, reflect the constitutional choices 
made by the nation in 1947 and the policy 
defects that to my mind have (lowed from 
that historical fact, ever since. If, therefore, 

I appear con$ciou.vIy chary of outlining any 
particular and glorious feminist history of 
the Independence movement, this only 
forms part of my larger scepticism about the 
issue of Indian nationalism as a whole. 

For the social scientist it is clear there can 
be no 'arranged' marriage with the concept 
of the nation. The 'nation' in its most widely 
understood sense as a sacro.sanct political 
and cultural unit is not a fact to start out 
with or presume from beforehand but one 
which needs to be explained. This critical 
approach views participation in nationhood 
and reflection on it as an essentially rever¬ 
sible relationship of mutual influence. The 
analytic separation of the civil from the 
political component of nationalism is one 
of the first steps towards an understanding 
of it as a particular product of collective 
history and not a sacred and self-explanatory 
norm. The comparison of alternative visions 
of the nation, including tho.se officially cast 
out, forgotten or submerged, forms a logical 
second step which seeks to re-introduce the 
ethical question into the field of science 
through suggesting the kind of knowledge 
on which reform action could be based. 

Nationalism as a conceptual and percep¬ 
tual ‘problem* is itself quite clearly the pro¬ 
duct of the growing pre-eminence of the 
state as an agency of centralised social and 
political control. In such a theory of govern¬ 
ment, the idea of one nation is cUnically and 
emotionally attached to modernism which 
lays value on the congruence ef cultural and 


political boundaries, the homogenisation 
and unification of society and the state. To 
be a nation-state both symbolises and effects 
modernity, largely because all other forms 
of social solidarity—linguistic, religious, 
communal—are defined in advance as repre¬ 
senting a rudimentary polity which is dtxnned 
historically anyway. In the contemporary 
understanding of nationalism, cultural diver¬ 
sities hallowed merely by time and custom 
must be replaced by forms of inequality 
which disply an affection for skill, achieve¬ 
ment and reason. For the advocates of 
modern India, the choice is not really bet¬ 
ween two systems of government but bet¬ 
ween having an Indian nation against none. 

The runaway success of this philosophy 
is evident from the fact that even the most 
‘nationalist’ of Indians today presumes there 
was no ‘India’ before the British came. What 
we have is what the British donated to us 
before they left including the language of 
freedom, equality and liberalism with which 
we learnt to overthrow them and rule our¬ 
selves. For those who (perhaps even without 
knowing it) support this manner of thinking, 
the very significance of pre-colonial and 
colonial indigenous tradition is apprehended 
in essentially unequal ways. The more ancient 
the past the more the unanimity about its 
classification as Sanskritik, Aryan or 
Upanishadic and its value and formal inte¬ 
grity as a ‘purely’ cultural inheritance. With 
the passage of time this essential unity of 
the Indian ‘spirit* gets transformed however 
into the pathologic heterogeneity of Indian 
social and political institutions. It is now 
dead habit not>any inner coherence which 
is seen to preserve the cultural fabric as a 
confusion of separate and antagonistic ‘little* 
traditions. Things change for the better only 
with the emergence of the colonial tradition 
when a new, national political habit is forged 
which is irresistible because it reasserts the 
unity of India along rationalistic, univer- 
salistic lines. 

The artificial projection of the colonial 
period as historically more meaningful than 
any earlier past is intimately linked to 
m^ernism and liberalism as the state policy 
that was preferred by the independent Indian 
government at the time of its inception. 
Early nationalism was in this context 
nothing else but a burgeoning collective con- 
sciouness on the part of the ‘native' popula¬ 
tion to be permitted to participate in the 
modern state as fully and as substantially 


as the rulers. And when, as it so happened, 
the latter could not find it in themselves to 
comply, they were made to bow to the 
collective will of the people and leave. 

But it ha.« been pointed out, to remove the 
British and retain their civilisation is to ac¬ 
quiesce in their continuing dominion over us 
in perhaps less visible but equally treacherous 
ways. Historically the slogan “India for the 
Indians’’ has meant nothing more than the 
consolidation of ‘squatting' privileges in 
one'.s own domain. It has led to the crystal¬ 
lisation of a segregationist national policy 
and not a nationalism, whereby the latter we 
mean the awareness of a continuous, self- 
confident and self-conscious collective tradi¬ 
tion. India may have rid herself of the alien 
British but while they continue to 'set the 
Kohinoor’ in the very symbols of their 
sovereignty and send their royal sons to 
Cambridge to study archaeology and 
anthropology—the intellectual legacy of 
Empire; we, legitimate heirs to the nation, 
peevishly paint over colonial statues and 
street names. Our nationalism is an object 
of recent, up-to-date and ‘foreign’ manufac¬ 
ture and constantly viewed therefore as 
vulnerable to being vandalised or robbed. Its 
organic link with society and social tradi¬ 
tions which much pre-date the coming of the 
British and the assembling of a European 
style of government has been largely ignored. 

It will be the burden of my argument here 
to demonstrate that indigenous tradition is 
neither a fossil nor an empty sentiment but 
a conscious structure of knowledge and ex¬ 
perience which needs to be actively rejected 
or regained. The old and the new are not op¬ 
posed choices but equal participants in our 
continuing discourse about the nation as a 
means to achieving the kind of .society we 
want within the framework of certain shared 
principles and truths. A sclf-re.specting 
nationalism compels the re-examination of 
colonialism not only as an oppressive struc¬ 
ture of power, which has often enough been 
done, but as an inferior structure of 
knowledge, which as a discourse has hardly 
yet begun. This will pave the way to a critical 
investigation of our own traditions as 
already evolved, even reformed traditions 
vis-a-vis an earlier past, which have a 
positive contribution to make to our reflec¬ 
tions on contemporary Indian social condi¬ 
tions. More specifically the self-conscious 
variety and heterogeneity of Indian tradition 
as regards its women can be utilised most 
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effectively to criticise those approaches 
which see tis as an inertia-ridden society full 
of contradictions and confusions. 

An orthogenetic and self-sufficient theory 
of nationalism is not to be understood, 
however,.in its restricted and ethnocentric 
sense as (a particularly ‘Indian’ truth, ap¬ 
plicable only to Indians). To achieve true 
nationhood, it is necessary not only to com¬ 
bat modernism which views nation-building 
as a coercive logic of indigenous institutional 
and ideological replacement, but also to pur¬ 
sue what niay be termed a ‘beti’ philosophy 
in the world of knowledge where what we 
have or produce is not only for our own 
keeping but worthy of being communicated 
to others. The science and practice of na- 
tionaii.sm developed within the broader con¬ 
text of Indian culture is nonetheless science 
capable of universal validification. In this 
connection it is well to rctneniber that our 
‘modernity’ is the west’s ‘tradition’, what we 
perceive as a pragmatic goal is the source of 
all they hold dear. 

The received, liberal theory of the state 
is no neutral technology which once im¬ 
ported can be assembled like .a Maruii car 
and made to run on roads whether of the 
third world or the first. It presumes rather 
a culture which is alien and which gives it 
value and truth. To ignore this fact is to 
labour under a misapprehension of moder¬ 
nisation as an antiseptic revolution in which 
ail that is indigenously lost in the process 
of its achievement is cither inherently 
unstable or defective and worth getting rid 
of anyway. That theory of nation-building 
which views social change as an inevitable 
and inexorable process under the intluence 
of impersonal forces of progress and gain, 
is very much part of the culture of col 
oniaiism and industrialism which separates 
science from life and technology from socie¬ 
ty. The modern state, it is quite true, is here 
to stay and like running tap-water, electricity, 
roads and railways defines the limits of our 
political and existential imagination, but it 
would be a fallacy to assume that this has 
involved no cultural costs. 

The imposition of an alien system of ra¬ 
tional, centralised state government on the 
complex and heterogeneous realities of 
Indian .society is today viewed as an in¬ 
evitable and technical requirement for main¬ 
taining national unity. And when against all 
predictions, cultural diversities far from iron¬ 
ing themselves out gradually, rear their heads 
in the modern state as ‘problems’, of 
casteism, communalism or regionalism, this 
is taken as a sign not of any inherent fallacy 
in the theory of the nation but of the inferior 
machinery of an ‘immature’ nation which 
has failed to properly put it into practice. 
The link between culture and science is 
acknowledged when things go wrong and it 
is culture that gets blamed as a political aber¬ 
ration in the otherwise smooth workings of 
liberal nationalism. I am not so much con¬ 
cerned h«<e with the justice of this charge, 
as with tte poverty Of the particular set of 
ideas that underly it. 


That view of nationalism which sees only 
the standard Hindustani on the one hand 
and the extremist, chauvinist, urunodern and 
unreasonable sikh, mullah or mizo on the 
otheris inadequate for Indian social condi¬ 
tions. India provides in fact an excellent 
testing-ground for evolving a general theory 
of government in which cultural assimila¬ 
tion and separativeness, political consensus 
and conflict are not necessarily opposed 
choices in the business of building a nation, 
lb accept the setting up of the liberal con¬ 
stitution in India as a particular and cultural 
fact of history and not a universal fact of 
technical state-craft, is to break once and for 
all the inevitability of its intellectual and 
moral link with the idea of one nation. The* 
liberal legacy of the modern state is in fact 
particularly inappropriate for the consolida¬ 
tion of Indian nationalism, given it.s inex¬ 
tricable link'with the practice of British im¬ 
perialism. The departure from India of both 
the official and the civilian white popula¬ 
tion. once it had gained independence, gives 
ample evidence of this fact. A similar exodus 
did not take place in the ‘colonies’ of 
America or Australia where even the devolu¬ 
tion of power had started much earlier and 
on a democratic basis. Quite clearly, the ‘im¬ 
personal’ liberal state the British had created 
in India was intimately linked to their 
cultural consciousness of thcm.sclves as 
rulers and as whites.. Viewed in this light, 
British rule and its methods cannot be said 
to have reformed Indian society and prepared 
it for nationhood. The Oandhian pro- 
giamme on the other hand can tiuly be .said 
to have attempted just that. 

A proper understanding of the Gandhian 
concept of swaraj and the role, symbolic and 
substantive of women within it, can be used 
to criticise liberalism and its particular 
definition of Indian nationalism as the pro¬ 
duct of rational social policy and action on 
the part of a centralised government. The 
attempt is not thereby to add a feminist 
Gandhi to the growing number of his 
‘lebirths’ in the past few years—we have had 
for instance the Heroic Gandhi, the Ihntrik 
and Sanatan Dharmi Gandhi, even a 
FranciS'Of-A.ssisi Gandhi, all of whom un¬ 
fortunately bear more of a resemblance to 
their authors than to Gandhi himself. 
Rather, it is in acknowledgement of the fact 
that about anyone as great as Gandhi it is 
probable that one can never be right, that 
I turn consciously not to the man but to his 
method. In the process I hope to discuss 
issues which may never actually have formed 
part of the Gandhian programme as a series 
of events in history nor been interpreted by 
Gandhi himself in a manner rc.sembling 
mine at ail! 

' In Gandhi’s science of swaraj, women ap¬ 
pear as a collective representation by means 
of which the superiority and inviolability of 
indigenous social tradition is demonstrated 
against the modern. It is consequently 
through a feminisation of its methods that 
it chooses to attack western civilisation as 
‘Satanic’ and ‘god-less’ in which the search 


for truth has been forsaken for the pragmatic 
concern with the mastery of reality— 
political and natural. The change levelled by 
the liberals against India as constituting so 
many ’little’ societies and no nation was 
politically, intellectually and moAlly refuted 
by being turned on its head. It was now 
women, non-participants in the British Raj 
and representatives of the ver^ integrity and 
diversity of the domestic/civil domain, who 
were seen to provide the key to swaraj. 
Indian nationalism as a struggle for perfec¬ 
tion and freedom both on an individual and 
collective basis was deliberately and force¬ 
fully inspired by womanly spheres of inquiry 
and command. 

The principles of satyagraha and ahirasa, 
swadeshi and sarvodaya reflect the manner 
in which the ‘feminine’ was used to condemn 
the powerful British state in India as ethi¬ 
cally inferior to swaraj. Simultaneou.sly they 
suggest the significance of indigenous tradi¬ 
tions as systems of reflexivity and knowledge 
by means of which to achieve seif-trans¬ 
formation. The power of love and non- 
involvement with violence and evil, the 
dignity of human labour as service or craft 
within the sphere of cottage or ‘home’ in¬ 
dustries and the moral requirement for 
.sacrifice not so much for the real family as 
for the ‘collective’ family and its welfare— 
were not to give rise to a reformed or 
perfected society without which home rule 
was meaningless. In the procetis all the liberal 
principles: legitimate state violence, in¬ 
dustrial capitalism, laLisezfaire individua¬ 
lism, mechanistic theories of progress and 
the public good, without which no modern 
government was supposed to be able to func¬ 
tion, were systematically rejected. 

The liberal constitution as a secular ideal 
was displayed as inadequate for Indian social 
conditions since it deHned nationalism as the 
last in a series of hierarchised attachments 
(harmoniously diffused throughout society) 
linking the individual to his world. In this 
scheme the most intense and sacred senti¬ 
ments whether conjugal, filial or religious, 
remained private. Nationalism consequently 
was only the disenchanted and diluted form 
of primordial loyalties which had been 
scrupulously segregated from the public do¬ 
main. But in the Indian context the pre¬ 
conditions for this new secular ‘faith’ did not 
obtain; there was no automatic or pre¬ 
existing community here based on homo¬ 
geneous sentiments towards a sovereign (as 
in Europe) or an expatriate homeland (as in 
America) which the modern constitution 
could symbolise in an altered way. Rather, 
the complex heterogeneity of Indian society 
enjoined upon every citizen the religious 
ethic of public duty, for the creation of an 
‘impersonal’ national community. The na¬ 
tion as an ‘extended family' was of necessity 
based on the competitive unity of religion 
and politics, the need for public sacrifice as 
against the pull of self-interest. 

In the Gandhian programme, the twin 
ideals of satyagraha (the politics of truth or 
the passion for good) and brahmacharya 
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(the len^cuition of private passions and 
desires) formed the extreme poles of an in¬ 
dividual discipline advocated for everyone. 
In direct contrast to the liberal ideology, the 
autonomy and stif-sufTiciency of the various 
organs of society was respected within the 
framework of these principles. There was a 
value laid on the spirit of negotiation and 
the recognition of the complementarity of 
goals in public work. The domestic or civil 
domain was not deemed the submerged, 
weak and ineffectual ‘female^ domain within 
the ‘male’ world of state politics. At the 
highest level of abstraction, the Gandhian 
science of swaraj was preoccupied with the 
‘feminine’ in a way in which aH ethical pro¬ 
grammes which involve themselves with the 
world and its transformation are. As ‘civilis¬ 
ed’ experiments with the truth, they cannot 
but combine religion with politics, renuncia¬ 
tion with passion, purity with provocation. 

The peculiar prejudice.s of liberalism 
became most apparent in the late colonial 
period when it was adopted as the official 
ideology of the Crown government in India 
after the upheavals of 1857. Racial segrega¬ 
tion between the rulers and the ruled and 
(significantly) efforts towards cultural 
domination/assimilation of the latter went 
on then both at the .same time. The con- 
.scious efforts made by the British to change 
indigenou.s°ways of life to ‘lit' better with 
the material and ideological structures of 
state capitalism were visible in those very 
preserves of society most unavailable to 
them—elite women and the domestic do¬ 
main. The encouragement given to the rais¬ 
ing of the Age of Consent, widow remar¬ 
riage and education and to movements ban¬ 
ning dowry, suttee, female infanticide, child- 
marriage and matriliny, aimed at ‘civilising’ 
the Indians through enforcing their uniform 
adoption of the Victorian ethic for women. 
The liberal programmes of refoim dealing 
with women’s issues largely concerned them¬ 
selves with processes of cultural homogeni¬ 
sation which were to accompany the political 
unification being attempted on a wider scale. 

Reform Movf.menis in the South 

This is most strikingly brought out in the 
reform movements of the late 19th and early 
20th century, associated with the devadasis 
of Thmil Nadu and the Nayar women of 
Kerala, which succeeded in imposing a 
western, conjugal, monogamous ideal for 
women oh domestic traditions that had pro¬ 
pagated the non-conjugal female ethic as 
superior to any other. Traditionally the 
devadasis were expected to perform a ritual 
of marriage to the deity at a young age, 
following which they were not permitted the 
role of ‘wife’ to ordinary men; they were 
however certainly meant for the bed. Their 
liaisons with appropriate patrons were not 
only ‘arranged’ for them by their families but 
were public knowledge and essential for 
recruitment to the prestigious profession of 
temple service (which incidentally required 
even of its Brahmin priest^ a wedded and 


sexually actiw life). The devadasis, ‘normal’ 
womanly experiences of sex and motherhood 
were not coupled with the subordinate status 
of housewife. They in fact continued to be 
the recipients of gifts and benefices even 
though they neither resided with their 
patrons nor worked in his household. Signi¬ 
ficantly, the devada.si unlike her worldly 
sisters was prohibited from cooking (an ac¬ 
tivity which in Ikmil society occupied a 
woman for the better part of the day Asides 
confining Her to the ‘inside* of the home) 
even in her own hou.schold. Her children 
were hers and not her patrons’ and had 
besides a sacred monopoly over others to 
temple service. 

For the nair giil loo a ceremony of mar¬ 
riage to a sacred bridegroom (standing ideal¬ 
ly in a ‘guru’ rchtionship to her family) 
marked her initiation into a ‘normal’ life 
involving sex and motherhood. The absence 
at the same time of any need for the accom¬ 
panying status of ‘wife* was evident from the 
ritual of divorce or separation performed 
almost immediately after the marriage 
ceremony. The expectation was in fact for 
her now to enter into sexual liaisons with ap¬ 
propriate patrons, other than the initial 'hus¬ 
band’, who were once again chosen for her 
by her family and were known to ev'cryone. 
The consciously multiple and temporary 
character of these snmbandham unions as 
they are called was to ensure their anonymity 
for the girl who was supposed to remain im¬ 
partial and detached in her relations with ail 
the men. The lattct for their own part could 
not make claims to any special emotional or 
domestic favours from their partnei who"re¬ 
mained, along with her children, an in¬ 
alienable part of the matri-ccnired household 
corporation of which she was a member. 'To 
underwrite this selflessness, each patron was 
supposed to provide confinement costs, 
gifts, etc, for a girl if called upon by her 
family to do .so, in spite of the lack of cer¬ 
tainty about the child’s paternity. At the elite 
level he even supplied the avenues for her 
family's material, political and social ad¬ 
vancement by signing over to hei male 
relatives rights to the control of his lands. 

Viewed retrospectively, it was the unusual 
definition givon to female celibacy (in the 
sense of the denial not of the eiotic compo¬ 
nent of man-woman lelations but of its par¬ 
ticularism and posscssiveness) which marked 
the special contribution of inner-wordly, 
‘secular’ and auspicious (as opposed to 
puritanical) sectarian traditions within Hin¬ 
duism of which the devadasis anifthc naiis 
were an integral part. The self-consciousness 
of these cultural traditions was evident from 
the fact that it was the elite member.s of the 
religious group who displayed the ethical 
innovations outlined above in their most 
pristine form. The challenge was clearly 
meant for conservative, landed society which 
espoused the grhasia—conjugal, domestic 
and palri-centred—ideal as the primal y 
sacred duty of women. At the same time the 
civil integration encouraged between thc.se 
competing ways of life marked the autonomy 


and self-respect accorded to religious distinc¬ 
tions in the political traditions of the past. 

The comparison attempted here of the 
devadasi and the nair social traditions has 
in no way been intended to suppress their 
obvious cultural peculiarity and historical 
specificity vis-a-vis one another. Such an ex¬ 
ercise would be completely unjustified since 
my very knowledge of them is based on 
disparate sources of evidence; field material 
in the case of the former and documentary 
material in the case of the latter. Instead the 
intention has been to highlight their possible 
comparability in the broader context of the 
women’s reforms attempted during the 
colonial period. In both the devadasi and the 
nail retorm movements, I would like to sug¬ 
gest, the liberal state framework and 
ideology sought to display the complemen¬ 
tarity of indigenous cultural variety as in fact 
constituting an antagonistic and exploitative 
social structure. The acrimonious public 
debate and dissension which came to sur¬ 
round each of these issues was consequently 
largely directed inwards and encouraged 
hostile legislation by one .section of the 
Indian community (whether domestic or 
political) against another with the state look¬ 
ing on as benevolent ‘protector’. The mutual 
suspicion and conflict generated was certainly 
new and while I would not like to argue for 
a romantic understanding of the past atffree 
from oppression and pmn, it remains unclear 
to me as to how exactly the replacement of 
‘archaic’, segmentary forms of inequality by 
modem ‘class’ fotms con.stitutes an improve¬ 
ment of one’s collective destiny. 

Perhaps significatn in providing an answer 
is the fact that the reforms were most actively 
puisued by the educated sections of the com¬ 
munities involved and formed part of larger 
.sclf-resiiect movements active in the region 
which propagated rationalistic, atheistic 
philosophies of social change with the full 
support of the colonial government. The 
professed aim in thc.se agitations was to 
usher in a new iliid progressive social order 
which followed ‘natural’ laws of marriage 
and inheritance and the civil codes observed 
by modern society elsewhere both in India 
and abroad. The liberal ideology that in¬ 
formed these programmes reflected broader 
political conset vatism; even more important¬ 
ly. it engendered .casteism and incipient 
regionalism even anti-nationalism in the 
British period, whose legacy remains with 
us today. 

The common pattern in the evolution of 
these disparate reform campaigns reveals the 
defects inherent to liberalism both as state 
policy and science: i) an early denigration 
of temple dedication and nair family systems 
as morally and sexually debased in the lay 
and missionary literature of the early 19th 
centuiy. If tVie devadasi was a temple ‘pro¬ 
stitute’ the nair woman was ‘promiscuous’ 
catering to the corruption of men particular¬ 
ly upper-caste nambudiii brahmins. Though 
Christian proselytisation programmes at¬ 
tempted to eradicate the.se cu.stoms a.s part 
of their broader plans for social reform 
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through the removal of social ‘evils’ such as 
the caste system, there was no direct official 
intervention at this stage, ii) the growing 
involvement of educated sections of the 
Communities themselves and an effort to 
push through reform at the popular and for¬ 
mal level with the help of the liberal govern¬ 
ment. The ‘neutrality* of the latter was only 
apparent, in these matters concerning ‘per¬ 
sonal law’ which became increasingly-impli¬ 
cated in the inter-group politics which sur¬ 
faced around the scramble for the fruits of 
modernisation—professional and educa¬ 
tional opportunities in the liberal state of the 
late 19th and early 20th century, iii) em^-- 
gence of stark cleavages in society with the 
political organisation of Indians around 
’reform’ issues and the methods to be 
adopted for social change. The government 
now appeared in the role of arbiter and 
protector as brahmin/non-brahmin, nam- 
budiri/nair and nair/syrian Christian 
rivalries assumed serious dimensions, involv¬ 
ing the legal machinery bf the state. The 
British Crown government’s utilisation of 
these conflicts in its own fight against the 
growing national movonent led by the Con¬ 
gress was very evident by the first quarter 
of the 20th century. 

I have so far briefly examined, in the spirit 
of Swaraj, the suuctute of incomprehension 
on which the liberal reforms against the 
devadasi system of Tkmil Nadu and the 
matrilineal nair systems of Kerala were bas¬ 
ed. The evidence provided questions the very 
validity of what the reform movements set 
out to do—the rationalisation and unifica¬ 
tion of diverse codes of conduct for women 
(the private sphere) as an inevitable stage in 
the modernisation and transformation of 
’national’ life (the public sphere). Whether 
subscribed to by Christians or hindu under 
Christian influence, it was the predominantly 
conservative and lay understanding of 
women’s status in society which fed the 
liberal reform campaigns. These remained 
bounded culturally and intellectually by the 
imported conjugal, monogamous ideal for 
women as the only code of conduct per¬ 
missible to them. The imposition of a 
uniform civil code on all ‘hindus’ in the 
1956, today being sought to be extended to 
all religious communities falling within the 
Union of India, must be re-examined keep¬ 
ing the particular colonial history of these 
earlier social and cultural reform in mind. 

With their inherent ethical bias for 
patriliny, individual property rights and 
nuclear family householding systems, jt is 
not to be" wondered at that the reforms 
intended for the devadasis and the nair 
women actually ended up benefiting the men 
of their communities in each case. But this 
fact pales into insignificance in the face of 
the widespread family disputes over property 
which surfaced after legislation converted 
corporate usufructury rights into private in¬ 
dividual rights of ownership. At the level of 
social structure communal antagonism 
along sharply divided lines is on the increase 
in .i(erala and Tamil Nadu today, where 


earlier there had been a highly sensitive 
cultural balance of social integration worked 
oul through the medium of women.- WKtern 
social scientists confirm the cultural costs 
of modernisation indirectly by demonst¬ 
rating that under colonialism, it is matrili- 
neal systems that are destroyed more utterly. 

The complementarity and coexistence of 
matriliny and patriliny, grhasta and non- 
grhasta household structures, female 
celibacy and conjugality, displayed variously 
in the two social institutions under com¬ 
parison suggests self-reflexivity and reform 
of a certain Jcind within the Indian tradition. 
Matrilineal social organisation both in Dunil 
Nadu' and Kerala represented neither a 
‘primitive' nor a less * 61 ( 101601 ’ and ‘unstable 
form of social organisation in comparison 
to the patrilineal. Its normative integration 
yet independence from the patrilineal tradi¬ 
tions suggested the working of a segmentary 
social structure even in a complex society 
such as India where an over-all lineage 
framework is absent. The relative rarity of 
matrilineal social organisations even in the 
‘traditional’ past does not reflect an inherent 
‘defect’ in them which develops un-mana- 
geable strains of various kinds, leading to 
their ultimate destruction. Rather, matri¬ 
lineal systems are rarer than the patrilineal 
because they are trying (o ‘do something dif¬ 
ferent’ from patrilineal systems, which fur¬ 
thermore is related to the ethical requirement 
for a harsher way of life or a stricter more 
difficult life-discipline for both their men 
and women. The reformatory potential of 
matriliny in the devadasi and the nair in¬ 
stance related to its de-bunking of conser¬ 
vative, grhasta values under the influence of 
hindu sectarianism, in one section of society 
thereby relativising them on the structured 
plane. 

In the nair instance the impersonal em¬ 
brace between the two forms of social 
organisation helped build up the public ethic 
as against the private. Nair men were ex¬ 
pected to inculcate the ethic of non- 
possessiveness over children and wives by 
means of elaborately institutionalised norms 
of conduct. The dispassionate relations bet¬ 
ween men and women whether brothers and 
sisters or sexual partners led to many 
benefits: matrilineal kinships were more 
stable than patrilineal ones because of the 
system of lateral inheritance; there was a 
professionalisation of public relations 
through the spreading of affective bonds 
throughout society in a hierarchised manner 
by denying the particularistic potential of the 
conjugal bond; corporate life improved 
within the private domain as for example in 
the taravad or matriiocal household; cor¬ 
porate life improved in the public sphere 
through a separation of the ownership and 
control of land. 

In the devadasi system, the context of tem¬ 
ple sectarianism gave a distinct dimension 
to the innovations achieved by matriliny in 
Kerala. Here the encouragement given to 
female celibacy by granting it honour and 
temple benefits was^ntimately linked to the 


profe»ionalisation of fonale artistic skills, 
in this case the classical dance-art. The non- 
grhasta form of the profesdonal division of 
labour within the community lead to 
aesthetic excellence and a greater rationalisa¬ 
tion of social relations both within and 
without the group. The woman’s status was 
high both in the private and the public 
sphere given her temple position which kept 
her free from jajman domination. The 
devadasi provided the religious model for the 
mote widespread institutionalisation of ‘se¬ 
cond marriage’ not pol^amy amongst the 
laity. This spread of ’celibacy’ (not as men¬ 
tioned earlier in the sense of an absence of 
erotic relations but of their conjugality or 
particularism) promoted the civil character 
of society-under bhakti sectarianism. 

The above discussion attempts to indicate 
that the devadasi as also the nair traditions 
far from expressing depraved and backward 
ways of behaving for women, highlighted 
their strategic pre-eminence for both private 
and public relations within society! As a 
demonstration it provides insights into the 
kinds of integration that had been possible 
in civil society in the past even in the absence 
of a monolithic state structure. The theme 
of unity in diversity so often quoted in the 
context of Indian nationalism today was 
achieved here not in a superficial but in a 
structural way. If there is anything more per¬ 
manent to be learnt from this examination 
of women’s reforms in the colonial period 
it is that the concept of the ‘majority’ in 
India is a manufactured one, meant largely 
to provide a demographic and cultural 
justification for liberal democracy and the 
modern suite In truth there are in India only 
‘minority’ traditions and cultures whose self- 
consciousness has been denied as a form of 
‘hysteria’, requiring the swttfs protection. 
The concern for minority ‘sentiment’ in the 
liberal democracies is a means really of rob¬ 
bing them of their self-respect and indirectly 
.suggesting that conformity might in the long 
run prove more respectable and patriotic 
But as the nair and the devadasi systems 
have shown us there is no reason why mino¬ 
rities cannot co-exist and compete with one 
another in a richer, more complex and crea¬ 
tive understanding of Indian nationalism. 

[Based on a paper presented at the Third Na¬ 
tional Women’s Studies Conference held at 
Punjab University, Chandigarh, October 1-4, 
1986.1 
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DISCUSSION 


Assessing Shejtkari Sanghatana 


Kriehnendu Ray 
^tish Kumar Jha 


THIS is in response to the conunent Gail 
Omvedt and Chetna Calta {EPiV, November 
7) on K Balagopal’s review of “The Peasant 
Movement Today" {EPfV, September S-12). 
Let us make it clear at the very outset that 
we hold no brief for Balagopal; our chief 
concern is to examine in some detail the im¬ 
plications of certain ideological stances that 
Omvedt and Calla have maintained in the 
course of their defence of the Shetkari 
Sanghatana. What has taken us by surprise 
is the haste with which Omvedt has reached 
certain conclusions in view of her con¬ 
siderable reputation as a serious marxist 
analyst and activist. 

Omvedt's perception of the complexities 
of Indian society as well as her understan¬ 
ding of the caste system, with all its limita¬ 
tions, bear testimony of her analytical pro¬ 
wess. Even in the above mentioned article, 
her comment on the issue of patriarchy 
deserves our attention. But her feminist 
loyalties seem to have egged her on to an 
over-simplification of the question of op¬ 
pression into one of gender alone. If she feels 
that one should extend support to Sharad 
Joshi and include him in the revolutionary 
front because of his pronouncements on the 
women’s question, then can she exclude the 
bouigeois feminists? We agree with her that 
gender is a crucial determinant of radical 
politics, but we also feel that class is an 
equally important category for the real 
liberation of the oppressed. Patriarchy and 
Class are different relations of exploitation 
that cannot be simply reduced to any one 
of them. And it is such an integrated 
category of gender, class and caste that ex¬ 
poses the limits of Shetkari Sanghatana. We 
will see how: 

(i) While talking of the Shetkari 
Sanghatana we should not forget that it 
started as a movement of middle peasantry 
for remunerative prices and still largely re¬ 
tains the same character. We should not be 
oblivious of its history, its sociology, as well 
as its strategic placement in the agrarian 
mode of production. It is this class, which 
has been the chief beneficiary of the Zamin- 
dari Abolition Act and the Green Revolu¬ 
tion, and which almost invariably occupied 
an intermediate position in the hindu ritual 
hierarchy. The said measures led to the con¬ 
solidation of a broader class of rural rich, 
'a class that the state is seen to have 
deliberately created in order to hasten 
capitalist development in agriculture. 
Erstwhile tenants became owner cultivators 
and the one-time exploited class has entered 
into a partnership with their erstwhile 
exploiters. 

(h) Due to the very placement of this class 
in the rural mode of production, its alliance 
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with the dalits and harijans has become 
highly improbable. What Omvedt is pres¬ 
cribing now-—a front of middle peasants and 
the dalits—many others have unsuccessfully 
experimented with in the past. According to 
Nathan (in a seminar on ‘Society and 
Politics in Bihar’ held in Delhi University on 
December S, 1986) the Naxalites attempted 
to forge such an alliance in certain areas of 
Bihar, like Jahanabad. But the experiments 
failed, invariably resulting in increased 
violence on the oppressed. The Arwal 
massacre, as a fallout of the 1984-85 elec¬ 
toral alliance between the Naxalites and the 
anti-Congress forces, is too well known to 
call for elaboration. In the past it is this in¬ 
termediate class that has played the key role 
in unleashing violence on the oppressed at 
places like Belchi, Narayanpur, etc. Arun 
Sinha very aptly focuses on the political 
implications of the emergence of this class 
when he writes: “The labourers were the 
close.st witness to these changes and also 
their first victim” (Times of India, Oc¬ 
tober 27, 1986). 

This is not only the case with the so-called 
‘extremist’ politics of Naxalites, but also 
holds good for the ‘parliamentary’ politics 
of mainstream communists. What do the ex¬ 
periences of the Malabar region of Kerala 
and Punjab politics teach? Shorn of its 
religious components, Akali politics is essen¬ 
tially the politics of this cla.ss and the Punjab 
CPl(M)’s attempt to ride two horses at the 
same time—middle peasantry and landless 
labourers—has ended in a disaster on both 
counts. While the CPI’s greater stress on the 
latter has enabled it to retain a semblance 
of a political base. Similarly, the Malabar 
middle peasantry ditched the Left Front 
soon after the land reforms and the attempts 
of the left parties to organise the landless 
labourers for higher wages and greater social 
security measures. The owner cultivators are 
not interested in letting the benefits of land 
reforms and remunerative prices ‘trickle 
down' to the lower classes. 

Thus the point we are trying to drive home 
is that the contradictions between the middle 
peasantry (the class represented by Sharad 
Joshi) and the ‘dalits-harijans’ is so sharp 
that alliances can only be forged at the ex¬ 
pense of the oppressed. In this, the Shetkari 
Sanghatana .shares its perceptions with mid¬ 
dle peasant organisations of other regions 
because of a common originating impulse 
and location in the mode of production. 

(iii) Omvedt’s retort to Balagopal about 
the enemies of the state-t’Are all others, even 
if they also fight the state, only counter¬ 
revolutionaries?’—implies that all those who 
are fighting the state in any way are the 
potential allies of the oppressed. ‘The point 
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is that neither arc the ‘fighters against the 
state’ counter-revolutionaries nor are they 
revolutionaries per se. On one plane the 
comment is correct, in recognising the 
necessity of tactical alliances to broadbase 
the movement, and yet it is incorrect in so 
far it reduces the different natures of the 
fight of the middle peasantry and the op¬ 
pressed against the state into one single 
category and consequently demands a 
strategic alliance between the two. Thus 
Omvedt erroneously conflates antagonistic 
contradictions into conciliatory, state vs 
middle peasant contradictions. The fight of 
the middle peasantry (Shetkari Sanghatana) 
is for bargaining for greater governmental 
concessions and price hikes, rather than a 
fight against the systemic framework. The 
fight of the ‘friends of Balagopal’ is a 
qualitatively different one. 

(iv) Further, it is peculiar that of all people 
Gail Omvedt should be calling for a defini¬ 
tion of the class character of the Shetkari 
Sanghatana bn the basis of the social 
background of its district and provincial 
organisers. (“If leftists want to define the 
Shetkari Sanghatana as ‘rich peasant’ in 
terms of its leadership, then they should be 
able to say something about the structure of 
the organisation, about its district and pro¬ 
vincial organisers, about who runs its train¬ 
ing camp.s, and what kind of process is going 
on!’) Ijeftists have never defined a movement 
on the social basis of either its central leader¬ 
ship or the intermediate ones. Where would 
the Russian revolution be with Lenin’s 
background? 

(v) Finally, Omvedt’s defence of Sharad 
Joshi’s ‘Bharat-vs-India’ formulation is 
riddled with internal inconsistencies. First 
of all, she argues that ‘Bharat’ includes the 
slum-dwellers of the cities along with the 
villagers and ektludes the elites of the 
villages, thereby making it merely a populist 
phrase instead of an interpretation of social 
reality in ‘straight class terms’. But then she 
moves on to the n«it paragraph to say “one 
way of understanding Bharat-vs-India is as 
the unorganised versus the organised sector’’. 
She makes a similar point when she agrees 
with Joshi that “there is inequality [mind it, 
not exploitation] in the villages" and tha< 
“the main exploiters of the peasants are the 
urban capitalists and the state, and that 
organised industrial workers share in the 
profits of that exploitation" (here it is not 
merely inequality, it is more than that). 

To say the least. Gail Omvedt must make 
up her mind as to whether Sharad Joshi’s 
‘Bharat vs India’ formulation is in essence 
a construct to facilitate communication of 
the antagonism underlying the relationship 
between polar classes, as she claims in the 
first place. Or is it merely to debunk the 
organised working class, as she shows conse¬ 
quently. Otherwise, she appears to be driving 
holes in her own arguments. Additionally, 
let us remind her that the contradiction 
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between the organised and the unorganised 
sector is not on the same plane as the prin- 
cipal contradiction in a social formation. 

It has become fashionable since the birth 
of the ‘embourgeoismcnt’ thesis to run down 
the organised working class for all the 
travails of the capitalist system. Omvedt 
must recognise the fact that the gap between 
the wages of the organised and the unorga¬ 
nised sector IS not a creation of the labour 
movement; instead it is in the very nature 
of capitalist development. It would be 
ridiculous to compare such inequalities with 
class contradictions. 

Just as the ruling class is not a homo¬ 
geneous whole; just as it is crisscrossed by 
a multitude of contradictory interests-- 
between the monopoly bourgeoisie, the mid¬ 
dle bourgeoisie, the intcllectu<tl petty- 
bourgeoisie. the feudal elements, etc; and 
ju.st a.^ it is a fact that the bourgeoisie hold.s 
state power which enables it to overcome 
these contradictions, obliging the mrddlcand 
the pctty-bourgeoisic to accept the hegemony 
of finance and tndustrial caprtal, so is the 
case with the workrng class. The working 
class IS a product of the process of ac¬ 
cumulation of capital, which is uneven and 
contradictory. We must remember that the 
exploitation of wage-labour rc.sts on the 
> competrtion between working people, 
without which there would be no wage¬ 
earning clas.s, and hence no capitalism. The 
importance of the industrial reserve army for 
the capitalist mode of productron can hardly 


IN an interesting paper Narnbiar and Mehta 
(19(17) suspect that changes tn tariffs play- 
some independent role and arc nut merely 
offsets to equalisation of domestic prices 
with world prices. They find empirical 
evidence to the effect that there may be a 
negative relationship between the rate of 
tariff and the unit value charged by the 
foreign supplier in an imperfectly com¬ 
petitive market. This somewhat paradoxical 
hypothesis has important implications of 
trade poiicy. 

Sapir (1987) tries to show that the policy 
recommendation of Narnbiar and Mehta 
does not follow from their theoretical or em¬ 
pirical argument. Instead, if anything, their 
analysis, according to him, remfoices the 
ca.se in favour of trade liberalisation. For this 
purpose Sapir sets up graphically the model 
that Narnbiar and Mehta seem to have in 
mind. 

In our view Sapir has not correctly con¬ 
structed the model that is implicit in Nam- 
biar and Mehta. The mistake of Sapir's con¬ 
struction ties in the fact that he treats the 
marginal cost schedule of a monopolist firm 
as its supply curve. For instance, he says, “If 
India imposes a specific tariff... the mono- 
polits’s supply curve shifts". This is simply 
wrong. It is elementary that a monopolist 
does not have a supply curve at all. Sapir’s 


be exaggerated. The objective of organi¬ 
sation-trade union or other—is to over¬ 
come this fragmentation and create a cla^ 
antagonistic to the bourgeoisie. The prole¬ 
tariat—indastrial workers, landless labourers 
and small peasants (see Marx, “Class Strug¬ 
gles in France”)—can only finally complete 
its constitution as a class insofar as it suc¬ 
ceeds in constituting itself as the ruling cla.ss. 
To see only the divisions and not this strug¬ 
gle to unite, or worse still, to oppose this 
struggle, by using the ideology of intentional 
stratification, is to facilitate the hand of 
capital. 

There is a certain logic in positing the role 
of an urban vanguard on the slum-dwellers. 
Wlio is better qualified to lead and make a 
revolution than those of the very lowest 
stratum of siK-iety, the outcasts, the pariahs, 
(he humans living under the most abject and 
inhuman conditions? But Gail Omvedt must 
lecollect the tragedy of the Algerian revolu¬ 
tion to recognise the fallacies of such a 
Faiionist construct. She must recognise the 
fact that each society is not just a body of 
law.s and a state power to enforce them; it 
is in the first place, a particular economic 
system of production and exchange. It is 
only with the aid of that class which can 
effectuate a rcs-oliitionary transformation in 
the economic base of society that a revolu 
tion can be made. Whether a vanguard is 
necessary or not is an altogether different 
question; what is being stated here is that 
the working cla.ss must at least be a part of 
the process of clfcctuating the revolution. 


other errors flow mostly from this basic flaw. 

Hcic we shali rigorously prove the 
Nambiar-Mehta conjecture m a simple 
model. let the demand curve for a particular 
piodiict in a given economy be as follows; 

Q = a - bp .. .(1) 

where Q is quantity, P price, and a and b 
are positive constants. This commodity is 
imported from abroad at a unit value P*. If 
the ad valorem tariff rate is t, then evidently, 
P = P* (I -t t) ....(2) 

The foreign supplier is the monopolist in this 
market. The average and marginal costs of 
production arc equal, and denoted by c. 
Following the principle of mark-up pricing 
(Kalecki, 1971), the foreign supplier sets the 
unit value as under; 

P* = c(l -I- m) ...(3) 

where m is the mark-up rate. From (2) and 
(3) we get: 

P = c (1 -I- m) (I -f t) .. .(4) 
Note that the total revenue received by this 
foreign monopolist exporter to this country 
is not PQ, but P*Q. The total cost of pro¬ 
duction is cQ. Now, subtracting the cost 
from the revenue wc get the total profit 
earned by this firm. Maximising profit with 
reference to the rate of mark-up m we get; 
1-Fm ={a-i-bc (l-n)}/2bc^(l-i-t) ...(5 ) 
From (4) and (5).it follows that: 


P » 1/2 - 1 - a/2bc + t/2 ...(ft) 

A rise in tariff rate t raises the domestic price 
P, but less than proportionately. 

On the other hand, from (3) and (5) we 
find: 

P* = 1/2 + a/2bc(l-F t) ...(7) 
It is obvious from (ft) and (7) that the 
response of P* to a change in t is different 
from that of P. In (7), P* and t move in op¬ 
posite directions. This proves the Nambiar- 
Mehta conjecture. 

Narnbiar and Mehta assume an upward- 
sloping marginal cost curve, “If we make the 
usual a.ssumption”, they say, “that the 
monopolist has short-run rising marginal 
costs, then an expansionary stimulus in a 
foreign country (say liberalisation) should 
lead him to raise his export gijce and rob 
the domestic consumers the benefits of tariff 
reduction. Alternatively, a contractionary 
stimulus (raise the protection level) might ex¬ 
ert pressure upon the discriminating seller 
to adjust his price and absorb the tariff hike!’ 
Our model, by contrast, assumes constant 
average and marginal costs. 
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LETTERS TO EDITOR 


Jharkhand Movement 
and Bengal Government 

YOUR editorial commcnl on the recent 
renewal of the Jharkhand movement 
CJharkhand Movement: On a Slippery 
Slope*. EPW, November 28) labours under 
several misconceptions. 

Firstly, the Jharkhand Coordination 
Committee (JCC) which has been spear¬ 
heading the movement is not demanding 
a ‘separate state of tribals’. Both in their 
public meetings (e g, at Ranchi on 
November IS, or again at Calcutta on 
December 8) and in its Declaration, 
spokesmen of the JCC have underlined 
the fact that the proposed Jharkhand state 
is meant for the ‘Jharkhandis’ or aU the 
people living in the region including non- 
tribals. In iis Declaration too the JCC has 
specified that the sons-of-thc-soil, tribals, 
Sadans and all others living in Jharkhand 
who identify with the region and its values 
would be known as Jharkhandis. The 
Declaration specifically abjures a com¬ 
munal identity of Jharkhandis. 

Secondly, the Jharkhand movement is 
by no means limited to ‘tribals only'. Not 
only have the non-tribals including the 
poorer .sections been participating in the 
movement, they are also part of the 
leadership as is evident from the composi¬ 
tion of the five-member Convenors Com¬ 
mittee of the JCC. 

Thirdly, your accolade to the left Front 
government in West Bengal about meeting 
the grievances of the Santals by according 
recognition to the OI Chiki script is a bit 
misplaced, especially in the light of lecent 
revelations about the state government’s 
reservation policy. I.sn’t it a little pathetic 
that all that this recognition of OI Chiki 
has meant is the publication of the state 
government’s bulletin M't’.vt Hengal in that 
language, although hardly any primary 
school which the tribals frequent teaches 
it? But even more significant is the recent 
fitidings of an Assembly Committee 
headed by Sumanta Kumar Hira, a 
CPl(M) legislator. It found that iti most 
of the state government offices the West 
Bengal Scheduled Castes and Scheduled 
Tribes (Reservation of Vacancies in Ser¬ 
vices and Posts) Act of 1976 has been 
more honoured in the breach. Not only 
has the reservation quotas for scheduled 
ca.stes and scheduled tribes not been tilled 
but even the caste certificates provided by 
employees of the backward classes for 
purposes of promotion were deliberately 
misplaced by their higher officers. As the 
superintendent of the State Government 
Press, where such wilful suppression took 
place, admitted “he could not maintain 


the records because employees of other 
communities refused to co-operate, fear¬ 
ing that their own chances of promotion 
would be hampered” (India Tbday, 
December 15, p 54). Recently the West 
Bengal minister for scheduled castes and 
scheduled tribes admitted that the govern¬ 
ment grants for construction of hostels for 
students from these communities may not 
have been properly utilised (The 
Statesman, November 21). All this reflects 
rather poorly on the Left Front govern¬ 
ment’s concern for the tribals and 
scheduled castes. It also gives a lie to the 
professed view of the Left. Front govern¬ 
ment that caste and other cultural dis¬ 
abilities had been obliterated by class in 
West Bengal (vide the West Bengal chief 
minister’s statement to the Mandal 
Commission). 

Calcutta 

Lankan Tamils’ Tragedy 

SINCE the publication of my recent piece 
on the IPKF in Sri Lanka (‘Peace by 
Force; The Lankan Tamils’ Tragedy’, 
November 14), 1 have received three 
letters, all from friends in Ikmil Nadu, 
criticising the piece. The main points of 
criticism raised by them are: 

(i) Though I have taken a position 
against India for its own geo-political con¬ 
siderations occupying the northern and 
eastern provinces of Sri Lanka, I have not 
condemned the act the way it should have 
been. 

(ii) I have been unduly harsh on the 
l.TTE, that too at a time when the LTTE 
is at the receiving end of an occupation 
army. 

As far as the first point of criticism 
goes, 1 feel that 1 should have been more 
open in denouncing the Indian occupa¬ 
tion of the Tamil provinces in Sri Lanka. 

I would submit my not doing that is a 
mistake, though unintended. I agree in no 
uncertain terms that, in the present con- 
te.\t, one should not only analyse but in 
fact campaign against India’s military in¬ 
tervention in the Ikmil areas of Sri Lanka, 
its using hundreds of crores of the Indian 
people’s money to murder both civilians 
and militants in Sri Lanka, its bla.sting 
Tamil newspaper offices using explosives, 
its aerial attacks on Jaffna town, its bom¬ 
bing the Jaffna public hospital, its conti¬ 
nuing occupation of Ihmil areas, and its 
misinformation campaign in India. I 
would also say one should oppose the 
Indian government’s use of ultra- 
natic.nalism (Jagdish Tytler to the DMK 
MP V Gopalswamy in the parliament; 
“What sort of a person arc you? You are 


speaking against your own army?”) to 
legitimise within India its act of armed in¬ 
tervention in the Ihmil areas of Sri Lanka. 

Given the immediate situation in Sri 
Lanka, I would again agree that I have 
been unduly harsh on the LTTE. In the 
present situation in Sri Lanka, the occupa¬ 
tion army of India is hoping to force the 
minority Ihmils to eat out of its hands, 
after wiping out the Thmil resistance. And 
today India is offering the Ihmils rations 
of pulse and rice as a solution to their na¬ 
tional oppression. If thousands of young 
boys and girls died fighting the genocidal 
Sri Lankan army, it is not to receive alms 
from Big Brother India. I would agree, a 
transformed LTTE any day offers a better 
solution to the Tamils than an occupation 
army from a country which has failed in 
its forty years of experience to meet the 
legitimate aspirations of its own different 
Nationalities. 


At the same time 1 would insist that the 
LTTE in its present stage represents Ihmil 
national chauvinism. A meaningful solu¬ 
tion to the Ihmil national question can be 
found only if it is sought from the stand¬ 
point of resolving the class contradictions 
in Sri Lanka Ihmil society as well. 
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‘Sati’ and the State 


R OOP KANWAR was killed on September 4. the 
R^asthan government passed an ordinance making the 
act of committing ‘sati’ illegal some months later and now 
the bill tabled by the centre for prevention of ‘sati’ has been 
passed by both houses of parliament with hardly any debate. 
The bill, however, raises serious and disturbing questions, 
especially in the context of the developing relationship 
between state and religion. 

It is fairly obvious now that the government is more than 
willing to undertake legislative activity which enhances the 
democratic pose of the bourgeois state. The Sati Prevention 
Bill is a response to the widespread demand for state 
intervention to quell a particular social phenomenon, 
manifest in its ugliest form currently in certain areas such 
as the Shekawat region of Rajasthan. The phenomenon is 
the growing trend of justifying and glorifying crimes/ 
acts/customs against women in the name of religion, the 
extreme example of which is widow immolation or the 
committing of ‘sati’. Roop Kanwar’s murder was not only 
sought to be sanctified by prevalent religious practices 
and customs of the region and of the concerned Rajput 
community, but was sought to be glorified in a deHant 
manner in flagrant disregard of the orders passed by an 
institution of the state, the judiciary. All in the name of 
religion. 

And yet the Commission of Sati (Prevention) Bill speci- 
Hcally states in .the introduction that “sati or the burning 
or burying alive of widows is revolting to the feelings of 
human nature and is nowhere enjoined by any of the religions 
of India as an imperative duty’’. In other words the state has 
gone to great pains to stress the artificial separation between 
religious practice and religion as textual interpretation. The 
attempt here is obviously to ‘cleanse* religion of such 
inhuman practices and therefore, to reafHrm its status in 
society. As has been stressed in these coluoms before, whether 
a practice as horrifying and anti-woman as ‘sati’ is sanctified 
by religion or not is wholly irrelevant. It must be condemned 
without exception. But the government obviously views the 
matter differently; this is clearly an instance of how the 
norms of bourgeois society, including religious norms and 
practices, circumscribe the limits of social reform. For the 
implication is plain enough that the government would 
condone practices, however outrageous and anti-woman, if 
they wen but sanctified by religion. 

Sadly, the basic concern of the progressive and women’s 
movements which have been agitat^ and (Usturbed by Roop 
Kanwar’s murder—-that the event brings into sharp focus the 
increasingly oppressive pressures to which women are being 


subjected—has been distorted. The act of widow immolation 
is not seen in its larger sociological context, of the treatment 
of widows which is ultimately rooted in the status of women 
in society. Rather, quite typically, the bill regards the victim 
of ‘sati’ as a criminal—it lays down how the woman who 
attempts to commit ‘sati’ is to be punished. In doing so, it 
completely ignores the fact that a woman, even in the remote 
case when she ‘willingly’ commits ‘.sati’, is a victim of her 
socio-historic circumstances. The bill holds as abettors those 
who (i) offer inducement to the widow to get burnt, (ii) make 
the widow believe that the commission of ‘sati’ would result 
in some spiritual benefit to her, (iii) encourage a woman to 
remain fixed in her resolve, etc. In addressing a crime of this 
sort which occurs because of social pressures rather than the 
acts of a single person or a small group of people, who 
should be regarded as the criminals? The person or persons 
who actually light the pyre or perform the final act of bury¬ 
ing the woman along with hei deceased husband or ail those 
who encourage the act? 

The bill views ‘glorification’ too in a rather ambiguous 
manner. While the act of glorification is punishable with one 
to seven years’ imprisonment, the definitions are unclear and 
there is apprehension that those who perpetuate the myth 
of ‘sati’ in temples and organisations all over the country 
may well continue to do so by taking advantage of loopholes 
in the bill. And this po.ses another question: Here is some¬ 
thing which has been ‘sanctified’ by religion in that ‘sati’ as 
goddess is worshipped in temples, etc. Would the bill then 
be applicable to these practices? 

The passing of the legislation thus raises several crucial 
issues with regard to the nature of demands of a progressive 
movement and the manner in which the state responds to 
them. The ‘sati’ bill is a good illustration of how the genuine 
concerns of such a movement are sidelined by the state, even 
as it makes a pretence of being sensitive to them. Designating 
‘sati’, the act of widow immolation, a crime and prescribing 
punishment does not after all impinge on the primary ideolo¬ 
gical concerns of the state. By isolating and delinking the 
act of ritual widow immolation—which is not in any case 
an everyday occurrence—from the fundamental issue of the 
deteriorating status of women in society in the name of 
religion and custom, the state does not have to address itself 
or draw attention to the need for radical socio-political 
changes. Progressive movements will need to come to grips 
with the manoeuvres of a government which, in the guise 
of being responsive to democratic demands, is in fact 
distorting and turning upside down the primary focus of 
these movements. 
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NINTH FINANCE COMMISSION 

Under Question 

THE mid-December Calcutta meeting of 
non-Congress(I) chief ministers was called 
to consider the terms of reference of the 
Ninth Finance Commission and related mat¬ 
ters. From its press statement it would 
appear that the meeting also devoted a good 
part of its time to a number of matters quite 
unconnected to the main subject and 
obviously for very valid reasons. How could 
a meeting like this ignore the threat of the 
prime minister issued just a few days before 
the meeting that he would dismiss any state 
government found by him to be ‘anti- 
national’, whatever its majority, or his first 
meeting with a whole lot of district collec¬ 
tors called without prior consultation with 
the states concerned. All the same, the focus 
of the meeting was on the finance commis¬ 
sion’s terms of reference. 

No doubt the finance commission’s terms 
have attracted considerable critical comment 
already and that too from some quarters not 
necessarily in an adversorial relationship 
with the centre. In fact the report of a recent 
seminar at Hyderabad which was attended 
by professionals and academics drawn from 
all parts of the country shows clearly that 
the Ninth Finance Commission’s terms are 
a matter of concern to all states. Congress 
as well as non-Congress. The reported deci¬ 
sion in Rajasthan to set up a special body 
to examine the implications of the Finance 
Commission’s terms is further proof, if 
proof were needed, of the concern of even 
the Congress-ruled states. For obvious 
reasdns, however, it is left only to the non- 
Congress state governments to raise their 
voice and to issue public protests. 

On a general plane, the Calcutta meeting 
objected to the issue of directives to the 
Finance Commission, through its terms of 
reference, without consulution with the 
states and also to the attempt to further cen¬ 
tralise powers as reflected in the commis¬ 
sion’s terms. One may, however, ask if in 
doing so the centre was making any major 
departure from the past. Is it not true that 
the centre has tried to u.se the instrumentality 
of the Hnance commissiona’ terms of refer¬ 
ence in the past as well to suggest to the com¬ 
missions how they should go about doing 
their job in recommending the devolution 
of tax revenues as well as the dutribution 
of grants? Was ti|ffe ever any substantive 
consultation wMlt ^e states? A reference to 
Article 280 of tlaleonstitution will show that 

le finance cwnmiuion is free to decide on 
and modalities. But that never 
tedtbe.centre from arrogating to itself 
of suggesting what the commissions 
bear in mind. Why have the states 
al and the non-Congress states in 
^^ever demanded in the past a 


system or machinery for consultation before 
the president appoints a finance commission 
and announces its terms of reference? 
Significantly, even the Calcutta meeting did 
not ask for this, though objection was raised 
to the absence of prior consultation with the 
States. 

Coming to speciEcs, the principal objec¬ 
tions are: (1) to the demand for a normative 
approach or ‘financial discipline’ while at 
the same time attempting to protect the 
centre^s committed expenditures and liabili¬ 
ties; (2) to the abolition of the distinction 
between plan and non-plan spending on 
revenue account; (3) to the idea of a merger 
of additional excise duties levied in lieu of 
sales tax with basic excises; (4) to the idea 
of an insurance fund built out of the states’ 
contributions without any commitment on 
the part of the centre; and (S) to considera¬ 
tion of debt relief keeping in view only “the 
financial requirements of the centre”. 

But the Calcutta meeting went further and 
decided to set up a working group with a 
mandate to produce within IS days a set of 
alternative ierms of reference so that the 
chief ministers can then press for their 
acceptance by the centre. This alternative 
terms of references are supposed to "reflect 
better the needs of the common people of 
the states and the country as a whole”. One 
may legitimately ask why it was at all neces¬ 
sary to resort to this verbiage about “the 
needs of the common people” instead of say¬ 
ing forthrightly what needed to be done to 
help the states become financially more 
viable and also less dependent on non- 
statutoty, non-automatic; discretionary doles 
from the centre through the prime minister’s 
‘melas’. The mandate to the working group 
could surely have been more precise and with 
a clearer focus. All the same, the outcome 
of the proposed exercise will be awaited with 
great interest, though not necessarily in a 
positive sense by all. In the meanwhile, the 
Ninth Finance Commission will have been 
served some additional food for thought, 
regardless of what view it itself takes about 
the binding nature or otherwise of the so- 
called ‘directives’ in the Presidential Order. 

Health 

Waiting for Lentin Report 

without a doubt the Lentin Commis¬ 
sion’s has been one of the most thorough¬ 
going inquiries of this nature in recent times. 
Set up to go into the causes and circum¬ 
stances of the death of 14 patients at the 
J J Hospital in Bombay. Justice Lentin, ably 
assisted by counsel for the commission, 
Navnit Shah, chose to interpret his terms of 
reference in the widest possible manner. 
Working at a hectic pace, the commission 
managed to submit its report by the deadline 
of November 30^ As of now the government 


has not released the report but two writ peti¬ 
tions have been filed in the Bombay high 
court seeking speedy publication of the 
report on the grounds that it is likely to con¬ 
tain serious criticisms of the conduct of 
several ministers past and present and high- 
level officials of the government. It has been 
further contended that since the govemmoit 
has spent Rs 35 lakh on the commission, the 
public is entitled to have access to the entire 
contents of the report. 

There are several reasons why the govern¬ 
ment say well releau the report soon. For 
one thing, the evidence submitted before the 
commission has been widely reported. In 
fact, Lentin has been quite categorical in his 
encouragement of this to journalists. So 
much so that some critics of the commis¬ 
sion have called it a ‘trial by media‘. In faa 
what is awaited by the public is the complete 
reconstruction of the circumstances which 
led to the J J Hospital deaths. Also, th( 
Lentin commission is believed to have made 
general recommendations regarding the 
functioning of hospitals and the Food and 
Drug Administration (FDA) as well. There 
is some indication of this in the arguments 
presented by Navnit Shah in the final phase 
of the commission’s deliberations. 

Interestingly, Shah argued ‘for a discon¬ 
tinuation of the concessions to backward 
areas in the purchase of drugs by public 
hospitals, on the ground that in their imple¬ 
mentation these concessions are cornered by 
manufacturers from outside these regions 
with the help of the corrupt FDA machinery. 
In addition Shah also pleaded that while 
giving rate contracts no distinction should 
be made between small and large Arms. 

The Lentin commission has possibly 
recommended definite changes to be incor¬ 
porated in Ihe structure and functioning of 
the FDA. With reference to hospital ad¬ 
ministration which has shown itself to be 
utterly inefficient and completely uncaring 
about the welfare of patients in its charge, 
Lentin is reported to have wondered aloud 
whether the appointment of a co-dean, if he 
happened to be from the armed forces, 
would not “put these chaps across". Even 
if the purview of the commission precludes 
firm recommendation being made about ad¬ 
ministrative changes it will no doubt have 
made leading suggestions. 

Does this mean that the commission has 
argued a case against the small scale sector? 
It must be pointed out that large industry, 
especially the OPPI, has been very silent on 
the findings of the commission. But this may 
simply have been a way of keeping a low pro-. 
file Also, only recently, the Maharashtra 
government brought in legislation that all 
small manufacturers must set up indepen¬ 
dent quality comrol laboratories, which has 
been challenged by the small manufacturers 
who luve pointed out the impracticality of 
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such a scheme. All this is against the 
background of the new drug policy which 
has recommended that loan licensing will be 
banned in due course; which would adversely 
affect the small sector. Incidentally, it is a 
moot point whether the press would have as 
enthusiastically reported daily the J J in¬ 
quiry, Lentin’s quips and all, if large industry 
had been in the dock. 

As for hospital and health administration, 
the state government is already in the pro¬ 
cess of instituting changes streamlining the 
functioning of targe hospitals. Even if these 
are not the precise suggestions made by the 
commission, they will have the effect of 
making hospitals more efficient which at the 
present juncture may be a sufficient face¬ 
saving measure for the government. It 
should also be noted that Hiray’s accusa¬ 
tions against the Lentin commission of 
miscarriage of justice have left his friends 
and colleagues in the government and the 
Congress(I) largely unmoved. 

Thus the government has little to gain by 
suppressing the report. In fact, it has a lot 
to gain making it public. It will be intciesting 
to see how it will balance the gains against 
the inevitable flak it will face because of the 
exposure of corrupt practices of some of its 
ministers. 

MAHARASHTRA 

Long Wail 

ON December 8, 1986 Sharad Pawar and a 
large section of the Congre.ss(S) had been 
admitted into the Congress(l) by the prime 
minister. Rajiv Gandhi, personally at a 
largely-attended public rally in Aurangabad. 
Since their entry into the ruling party, Pawar 
and his followers have been making con¬ 
certed efforts to dislodge the state chief 
minister, S B Chavan, from power. Vasantrao 
Patil freed himself from the governorship of 
Rajasthan recently and joined Pawar to re¬ 
inforce the latter's efforts. However, the 
prime minister has so far refused to play 
ball. This has been disconcerting for Pawar 
and Patil who are now Hnding it difficult 
to reassure their followers that Chavan 
would soon be removed from the chief 
ministership. The Congrcssfl) legislators 
supporting I'awar andIRatil feel all the more 
frustrated because Chavan has so far refused 
them a share of the spoils of political and 
government power. Chavan has been chief 
minister for more than one and a half years 
now and has ruled the state with a small 
ministry, though he has made periodic an¬ 
nouncements that the prime minister has 
cleared his proposal to expand the council 
of ministers. 

Rswar and Patil between them undoubted¬ 
ly command a sizeable following in the state 
Cobgress(I) legislaturSiparty as-also In the 
oifanisation in the. districts. They also enjoy 


a good measure of support among party 
MPs. However, lack of governmental power 
is proving a great handicap to Pawar and 
Patil. They have not so far succeeded in 
causing an open division in Chavan's coun¬ 
cil of ministers. The politically powerful 
sugar lobby is divided, though Pawar and 
Patil and their associates have been freely 
using the premises of 'Sakhar Bhavan’, the 
headquarters in Bombay of the state's sugar 
co-operatives, for their political meetings for 
launching their farmers’ organisation, 
‘Shetkari Sanghatana’. 

Chavan has so far avoided having a 
showdown with his political adversaries. 
However, the ruling Congies$(I) and the state 
government are in a state of political crisis. 
Rajiv Gandhi as Congress(l) president has 
helped to worsen the situation. He sent 
K N Singh, one of the AICC(I) general 
secretaries, to Bombay twice in the last two 
weeks and Singh’s apparently irresponsible 
statements after his meetings with Con- 
gress(l) MLAs, MPs. state and district 
office-bearers and prominent partymen have 
upset both Pawar and Patil and their sup¬ 
porters as well as the chief minister and his 
followers. K N Singh’s mission became 
curiouser and curiouser. During his first 
visit, he announced that he had come to 
Bombay in connection with organisational 
matters. On the second occasion he declared 
that the question of changing the leadership 
of the Congress(l) legislature party would 
be considered by the party’s working com¬ 
mittee the following week. After two days 
he announced in Banares that “there was no 
question of removing Chavan from the chief 
ministership”. 

K N Singh’s visits to Bombay have aggra¬ 
vated the confusion in the two rival camps. 
Pawar is now unsure that he would succeed 
Chavan as chief minister even if the latter 
were removed. Pawar and Patil have sought 
to make out that the party would lose the 
zilla parishad elections if Chavan remained 
at the helm. This ploy has not worked so far. 
Chavan first said’that he was committed to 
the state legislature to holding the elections 
to the zilla parishads in February 1988. More 
recently he has announced that he would 
reconsider his decision about the zilla 
parishad elections if a section of the party 
felt that holding the elections in February 
would go against the interests of the party. 
Chavan’s flexibility on this question has 
taken his political adversaries by surprise. 

Chavan further disarmed his political op¬ 
ponents when he disclosed on December 23 
his government’s decision to raise the 
monopoly procurement price of three im¬ 
portant varieties of cotton by R$ 200 per 
quintal, ostensibly to stop the smuggling out 
of cotton from the state The decision has 
obviously come in the wake of the show of 
resignation by nine Congressfl) MLAs hail¬ 
ing from the cotton growing Jalgaon district 
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led by Suresh Jain. These MLAs submitted 
their letters of resignation to ’their leader’, 
Sharad Pawar. If they had really intended 
to resign they should have handed over their 
letters of resignation to S B Chavan who is 
the leader of the legislature party. Apparent¬ 
ly, Sharad Pawar’s move to discredit the chief 
minister on the question of the monopoly 
cotton purchase price has not paid off. 

Rajiv Gandhi has not so far shown any 
interest in dealing with what is a virtual ver¬ 
tical division in the Maharashtra Congress(l) 
on the issue of Chavan’s continuance as 
chief minister. Nor has he given any hints 
as to Sharad Pawar’s future in the party. 
Chavan has not shown much anxiety over 
the open political manoeuvres against him 
by Pawar and Patil and their followers. 
Apparently he has the prime minister’s 
assurance that if he is removed from 
Bombay today he will certainly be accom¬ 
modated in New Delhi the next day. 

However, the question remains: who will 
succeed Chavan? Sharad Pawar? Any other 
nominee of the prime minister will certainly 
not be stable as chief minister. Another ques¬ 
tion is: how long will Pawar and Patil wait? 
From all accounts it would appear that New 
Delhi cannot afford to displease Pawar and 
Patil for much longer if it wants the Con- 
gress(I) in Maharashtra to remain in power 
till the next Lok Sabha elections. 

DOLLAR AND DEVELOPMENT 

Chasing Shadows 

THE recent upheaval in the stock markets 
around the world, starting with the preci¬ 
pitous declines registered in prices on the 
New York stock exchange on Monday, 
October 19, has set in motion speculation 
on the world economic scenario over not 
only the next year or so but also the 
medium-term, namely, the coming five-six 
years and on how the various groups of 
countries would fare in the changed circum¬ 
stances. In the aftermath of the stock market 
collapse, the US dollar, which had more or 
less stabilised for a while, particularly after 
the G-7 decision last Fdiruary to support the 
dollar, again started a downward spiral 
against the major currencies. Naturally, the 
developing countries could not expect to 
remain unaffected, even though given the 
economic regimes within which these econo¬ 
mies had been operating, they were left 
unscathed in the immediate wake of the 
stock market upheaval. 

Speaking at a recent Bombay seminar on 
the subject, the governor of the Reserve 
Bank of India is reported to have “warned 
of the deleterious effect the fall in the value 
of the dollar would have on the economies 
of the developing countries”. He expressed 
the fear that there would be a deceleration 
of the US economy due to the fall of the 
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dollar value and that this would create debt 
servicing difficulties for many under¬ 
developed countries. 

Evidently; the Reserve Bank governor’s 
statement, as reported, skips several steps. 
Given the situation created by the practice 
of Reaganomics, as reflected in the moun¬ 
ting US budgetary deficits complemented by 
deficits in trade and payments, it was only 
a matter of time before the dollar came 
under pressure. In fact, the consensus among 
US economists had grown over recent years 
that the dollar needed badly to devalue and 
that too substantially. Of course, this con¬ 
clusion rested on the rather arguable belief 
that the major factor behind the US trade 
and payments deficit was the loss of US 
competitiveness. It ignomd the fact that the 
resort by the US government to deficit 
budgeting with a view to financing major 
increases in defence outlays, while at the 
same time keeping the economy in balance, 
meant relying more and more on external 
funds. This did work for a while, as long as 
the countries accumulating large external 
surpluses, especially Japan, were willing to 
reinvest these suipluses in the US in one 
form or another. Japan did the reinvestment 
directly in US government securities in good 
measure. But it also meant that the US even¬ 
tually became a net debtor to the rest of the 
world, a position rume in the not too dis¬ 
tant past expected the country to reach. Once 
it became a net debtor, the prcs.sure on the 
US balance of payments was bound to 
become even greater than before. So the 
dollar's decline is much more the con¬ 
sequence onus budgetary policies than of 
the decline in US competitiveness vis-a-vis 
the other developed countries. In the circum¬ 
stances, there is no reason why the decline 
in the dollar’s value should not give it a 
much stronger edge in the world markets. 
That this has not been reflected so far in an 
improvement of the US trade balance should 
certainly give considerable food for thought 
to the votaries of indiscriminate devaluation. 
But that the United States’ competitors are 
deeply worried on this .score is clearly reflec¬ 
ted in their deep concern at the dollar’s dec¬ 
line and their strong pressure on the US ad¬ 
ministration to reduce its budgetary deficit. 

Therefore, to agrue that the decline in the 
US dollar holds a serious danger for the US 
economy and, therefore, for the developing 
countries is to chase shadows and to ignore 
the substance of the current world economic 
scene. It is certainly in the interest of the 
developing countries that the US budgetary 
defleit should decline, and decline as fast as 
possible, so that (a) the US docs not require 
the SUI pluses of other countries to finance 
its budget, and (b)ihe surplus countries can 
then direct their surpluses to other countries 
in need of fund.s. without having to fear the 


devaluation of the dollar and consequent 
loss of their competitiveness vis-a-vis the US, 
be it in the US market or elsewhere. Un¬ 
fortunately, the agreement just reached 
among the G-7 and announced in an 
emergency statement that they would inten¬ 
sify their economic policiq; co-ordination 
efforts, including intervention in currency 
markets, to subilise exchange rates does not 


give any indication how far ine US adminis¬ 
tration is willing to go in setting its budget 
in order, though the timing of the statement 
to coincide with the Congressional plan for 
a substantial budget deficit cut could be a 
pointer in that direction. Still, it is too weak 
an indication of the US administration’s 
seriousness of interest on the budgetary 
front. 


BUSINESS 


NON-FERROUS METALS 

Case for Pricing Policy 
Review 

THE Minerals and Metals TVading Corpora¬ 
tion (MMTC) which is the canalising agency 
for import of non-ferrous metals has an¬ 
nounced .sharp hikes in the prices of non- 
ferrous metals once again from December 1 
even as the user industries were pleading for 
relief from the price hikes effected in 
November. The price of copper which was 
raised by Rs 6,000 per tonne in November 
1987 was raised further by another Rs 13,000 
per tonne in December. The new price for 
electrolytic copper wire bars/high grade 
cathodes is Rs 80,000 per tonne against 
Rs 61,000 per tonne prevailing in October 
1987. The current price for continuous cast 
copper wire rods is Rs 88,000 per tonne. The 
price of tin which was raised by Rs 2,000 to 
Rs 1,95,000 per tonne in November has been 
hiked further by Rs 4,500 to Rs 1,99,500 per 
tonne effective from December 1. The price 
of nickel squares and nickel briquets was 
raised from Rs 1,52,000 to Rs 1,65,000 per 
tonne effective from November 1, while that 
of nickel pellets/f-$hots was raised from 
Rs 1,54,000 to Rs 1,67,000 per tonne. Effec¬ 
tive from December 1, the price of nickel 
squares and briquets has been raised further 
by Rs 10,000 to Rs 1,75,000 per tonne and 
that of nickel pellets/f-shots to Rs 1,77,000 
per tonne. 

As a matter of fact the prices of non- 
ferrous metals have been hiked several times 
during the past one year. For instance, the 
price of copper has gone up from Rs 45,000 
per tonne in November 1986 to Rs 80,000 
now (a rise of 78 per cent in 13 months) 
while the price of. nickel has gone up from 
Rs 1,14,000 per tonne in June 1987 to 
Rs 1,75,000 per tonne in December 1987 (a 
rise of 53 per cent in seven months). The 
prices of zinc and lead have also gone up 
significantly over the past one year. The user- 
industries of these metals have been affected 
seriously because of the continous rise in 
prices. Copper consuming industries in par¬ 
ticular have been the worst hit since copper 
has a wide rang^ of applications in core 


industries such as power generation, defence, 
railways, automobiles, electrical equipment, 
electronics, etc. 

The pricing committee of the MMTC has 
stated that the ufiward revision in prices was 
necessitated by increase in the prices of the 
metals in the international markets and 
changes in the exchange parity of the rupee. 
Large-scale imports of these metals are 
necessitated because the domestic produc¬ 
tion continues to fail far short of demand. 
Production of copper increased from 29,172 
tonnes in 1983-84 to about 40,000 tonnes in 
1986-87 while the demand for the metal 
increased from 95,000 tonnes to 1,18,000 
tonnes over the same period. MMTC im¬ 
ports around 50,000 to 60,000 tonnes of 
copper annually and the rest is imported by 
exporters against REP licences. In the ca.se 
of zinc, the annual production is around 
60,000 tonnes now which is sufficient to 
meet only 50 per cent of the demand, while 
in the case of lead the annual production of 
18,000 to 20,000 tonnes is suf Hcient to meet 
just 40 per cent of the demand. 

Notwithstanding all efforts made by the 
government, self-sufficiency in these metals 
has remained a far cry mainly because the 
known deposits of the non-ferrous metal 
ores are inadequate to meet growing require¬ 
ments. Except in the case of aluminium the 
country will have to continue to depend on 
large scale imports of non-ferrous metals to 
meet the needs of user-industries. 

The trade and user-industries are not 
satisfied with the official explanation that 
the prices of non-ferrous metals had to be 
hiked sharply because their prices in the 
international markets have been rising. They 
blame this on the improper planning of im¬ 
ports and distribution by the canalising 
agency, viz, the MMTC, and the taxation 
policy of the government. Since MMTC has 
been importing non-ferrous metals for a 
nuipber of years now, it should have worked 
out a method of importing the same when 
world prices are low and building up buffer 
stocks. Moreover, there is a need to alter tax 
rates in such & way that there are no erratic 
and wide fluctuations in prices. 
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The import duty on copper was raised in 
November 1986 from 115 per cent ad 
valorem to 135 per cent. Including the 
countervailing duty, the total levy on copper 
works out to a hefty 155 per cent. Only a 
year earlier, the imptxrt duty on lead and zinc 
was raised sharply to 125. per eent ad 
valorem. After adding the countervailing 
duty, the total levy works out to 165 per cent 
on zinc and 145 per cent on lead. Since thb 
duty is on od valorem basis, every rise in the 
basic price of the metal leads to a sharp 
escalation in the cost to the user-industries. 
Fbr instance, the copper price on London 
Metal Exchange (LME) has gone up to 
£ 1,300 per tonne from a level of £ 915 a year 
ago and the rupee has depreciated by about 
IS per cent in relatfon to the pound sterling 
over this period. At the current exchange 
rate, the price of copper in rupee terms 
works out to around Rs 35,000 per tonne 
However, because of the high ad valorem 
duty, the domestic selling price of the metal 
is now Rs 80,000 per tonne, though only in 
September 1987 it was Rs 57,000. 

The user-industries feel that the imported 
copper is generally priced higher to protect 
the high-cost domestic producer, viz, the 
public sector Hindustan Copper, whose 
accumulated losses had crossed Rs ISO crore 
by 1983-86 and also to bolster the govern¬ 
ment’s revenues through import duties. 
However, in view of the overall adverse 
effects on the economy of such continuous 
hikes in the prices of basic inputs, there is 
a need for a review of the entire pricing 
policy. 

COAL INDUSTRY 

Poor Management of 
Capital 

THE weighted average price of coal supplied 
by Coal India has been increased from 
Rs 190 per tonne to Rs 219 per tonne, an in¬ 
crease of 15 per cent. This is based on the 
recommendations of a study of the coal in¬ 
dustry by the Bureau of Industrial Costs and 
Prices (BICP). CIL is expected to earn an 
additional Rs 140-150 crore during the 
current financial year from the increase in 
prices. In a full year, the increase in prices 
will lead to an additional revenur of Rs 400 
crore. The official press release gives the 
usual alibi of an increase in wages granted 
to coal workers since the last increase in coal 
prices in January 1986. Indeed, the wage- 
price spiral is a convenient explanation of 
inflation by conservative economists and 
managements usually seek to link a price in¬ 
crease with a previous increase in wages to 
blunt criticism from consumers. In the pre¬ 
sent case, the rest of the economy is being 
made to bear the cost of. inefficiency of a 
state monopoly. 


An obvious remedy is to increase pro¬ 
ductivity, curb corruption and reduce 
wastage in the coal industry. The accumu¬ 
lated losses of Coal India (CIL) were of the 
order of Rs 1,100 crore as on March 31, 
1984. By March 31, 1987 they mounted to 
over Rs 1,900 crore. The estimated losses in 
1987-88 would be about Rs 250 crore. Thus, 
the accumulated losses as on March 31,1988 
would be of the order of Rs 2,150 crore, 
twice the accumulated losses four years 
ago. 

What are the basic reasons for the losses 
of CIL? Recently the Chari committee ex¬ 
amined Eastern Coalfields (ECL) which tops 
the list of loss-making subsidiaries of CIL. 
The problem was diagnosed as that of 
surplus manpower and uneconomic mines. 
The medicine prescribed was retrenchment 
of surplus workers and closure of un¬ 
economic mines. It was suggested that ECL 
gradually switch from underground mining 
to mechanised open cast mining. The Chari 
committee never bothered about finding out 
how and why surplus manpower and 
uneconomic mines came about. 

It is an erroneous view that the losses of 
CIL are basically due to excess manpower 
and high wages. Since its inception in 1975, 
the size of the workforce in CIL has increa¬ 
sed by about 35 per cent whereas produc¬ 
tion has risen 90 per cent. Between 1972 and 
1986, wages have increased about six times 
whereas the price of coal has risen about six 
and a half times. Thus the losses of CIL have 
to be located elsewhere. 

Mechanised open cast mining now ac¬ 
counts for about 55 per cent of CIL’s out¬ 
put. Yet, mechanisation has not led to reduc¬ 
tion in the cost of production. It has only 
altered the structure of the costs of produc¬ 
tion. The share of wages has declined signi¬ 
ficantly and the depreciation and interest 
component has risen. More than Rs 2,000 
crore worth of machinery was procured for 
the mechanisation of open cast mining and 
a large number of these machines are lying 
idle. The rate of utilisation of machinery is 
a mere 35 per cent. Thus management of 
capital needs greater attention than manage¬ 
ment of labour. 

Mechanisation is not only making labour 
redundant in the coal industry but, para¬ 
doxically, labour remains redundant even in 
the coal mining machinery manufacturing 
sector as well. The order book position of 
firms such as HEC and MAMC remains 
dismal. This is because large imports are 
taking plac6 from the foreign collaborators 
of these public sector ftrms. Mechanisation 
in an underdeveloped country definitely 
leads to greater labour redundancy than 
mechanisation in an industrialised country. 
The 65 odd foreign collaborations entered 
into have not led to the assimilation of 
technology but have become a conduit for 
imports of coal mining machinery. 


TWENTY YEARS AGO 

EPW, December 23. 1967 

So far the stales have been without a 
separate planning machinery as and such 
planning as they have is generally a part of 
a department such as the finance depart¬ 
ment. Their perfunctory exercises in plan¬ 
ning passed muster for two reasons. First, 
the slate governments were constituted of 
the same party os that at the centre. They 
could thus, accommodate themselves in the 
same envelope or super structure without 
much inconvenience on either side... se¬ 
cond, [they] received a substantial portion 
of their funds from the centre... The states 
are responsible for half of the plan 
expenditure, but their revenues give them 
much less than half of the financial 
resources needed to execute programmes... 
The situation has changed radically since 
the last elections. While the states continue 
to be financially dependent on the centre, 
several of them have assumed different 
enough political Contours to feel the need 
for planning organisations of their own 
especially since credit for planning at the 
centre tends to be monopolised by the Cbn- 
gress... to get anywhere near influencing 
the planning decisions, the states need to 
do a lot of homework and programming. 
This... the chief ministers are not yet 
prepared to do... By formulating the 
economit. alternatives for their respective 
states, they would highlight the gap between 
aspirations and decisions. The planning 
departments which exist in the states today 
are not suited for this purpose because of 
their narrow and politically seasoned ad¬ 
ministrative bias... 

State planning bodies will, however, be 
a step towards planning from below only 
to the extent to which they in turn enable 
the local bodies to formulate plans which 
are viable under local conditions. The state 
plans woiihd then consist of a collection of 
locally formulated schemes which promise 
the most economic utilisation of each 
region’s endowments and comparative 
advantages. 

The question whether or not Britain 
should sell arms to South Africa will no 
doubt be settled in due course after time has 
been allowed for passions to cool. And, as 
in the case of the Immigration Bill the 
Labour government after some show of 
moral indignation, may also be expected to 
pocket its principles and go where the 
money is, which is the rich South African 
markn .. The argument for continuing the 
embargo is based on moral grounds, though 
the Conservatives, when in power, inter¬ 
preted their obligation to the United Na¬ 
tions on this point as meaning that Britain 
should not sell weapons which might be 
used for the suppression of internal 
rebellions. But the Labour viewpoint has 
been until recently that any dealings with 
the South African regime can only rebound 
to Britain’s discredit. 
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You and Nuclear Power 
Corporation 



That’s what Nuclear Power Corporation 
offers you. 

The chance to forge a secure bond with a 
dynamic, young Corporation that's committed 
to ushering in a new era in nuclear power 
generation • 

With three nuclear power plants—with 
operating revenues of over Rs.l90 crores, in 
1986-87* 

Three more under construction. 

And 22 more on die anvil. 

The NPC has assets worth over Rs.llOO 
crores. 

With investments of Rs.l0,000 crores 
planned over the next 15 years. 

With complete mastery over the high-tech 
area of nuclear technology. 

The NPC promises to give bright new shape 
to the nation's future 
And yours ,. 

Through bonds that will last for years and 
years to come. 

Category 'A' 15% Bonds—special 
Highlights 

• Interest exempt from Tax under Sec SOL of 
the I.T. Act, 1961. 

• Interest @ 15% per annum payable at 
six-monthly intervals for Non-cumulative 
Bonds. 

• Under Cumulative scheme, total interest yield 
of RS.1414/- -An annual return of 20.21%. 

4 Redeemable at par after 7 years. 

Category ‘B’—9% (Tax Free) Bonds — 
Special Highlights 

• Interest exempt from income Tax without any 
limit. 

• Interest i) 9% per annum payable at 
six-monthly intervals for Non-cumulative 
Bonds. 

• Under Cumulative scheme, total interest yield 
of Rs. 1411/-* 

• Redeemable at par after 10 years. 

• Buy back option after 5 years. 

9% (Tax Free) and 15% Bonds—Common 
Highlghts 

• inveament totally exempt from Wealth Tax, 

• Choite of two interest schemes — Cumulative 
and Non-cumulative. 

• Under Non-cumulative scheme. Bonds will be 
issued atong with post-dated interest 
warrants. 

• interest payable right from the date of 
realisation of application money. 

• Easily transferable-by simple endorsement and 
delivery- 

• Listing at 6 major.stock exchanges. 

• No deduction of income Tax at source • 


jf^mmmmmmmmmmmm^ 

I What makes NPC Bonds ■ 
I different? a 

I •Unlimited buy back a 

■ • Buy back facility after ■ 

■ one year for 13% Bonds ■ 

hmmmmmmmmmmmmM 


Public Issue of 10.00,000 
secured. Redeemable, 

13% (Taxable) and 
9% (Tax Free) Bonds of 
RS.1000/- each for cash 
at par aggregating Rs.ioo crores. 


NPC. Fuelling 
a powerful future. 
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STATISTICS 


Index Numbers of Wholesale Prices 

Latest 

(1970-71 = 100) 

Weights 

Week 

(5-12-87) 

All Commodities 

1000 

409.3 

Primary Articles 

417 

390.1 

Food Articles 

298 

372.1 

Non-food Articles 

106 

401.5 

Fuel, Power, Light and Lubricants 

8S 

636.1 

Manufactured Products 

499 

386.9 

Cost of Living Index 


Latest 

Base 

Month 

For Industrial Workers 

1960 ^ 100 

750'“ 

For Urban Non-Manual Employees 

60-100 

674’ 

For Agricultural labourers 

July 60 to 

621* 

June 61 100 


Money and Banking 


Latest 

Unit 

Week 

(4-12-87) 

Money Supply (Mj) 

Rs crore 

1,54,844 

Net Bank Credit to Government Sector 

Rs crore 

82.579 

Bank Credit to Commercial Sector 

Rs crore 

97,456 

Net Foreign Exch Assets of Banking Sector Rs crore 

4,493 

Deposit of Scheduled Commercial Banks 

Rs crore 

1,13,194 

Foreign Exchange Asset.s** 

Rs crore 

6,632 

Index Numbers of Industrial 

Weights 

Latest 

Production 

Month 

(1970 - 100) 

General Index 

100.00 

222.0'“ 

Basic Industries 

33.23 

288.7'“ 

Capital Goods Industries 

14.98 

235.1'“ 

Intermediate Goods Industries 

21,33 

187.1'“ 

Consumer Goods Industries 

30.46 

174.4'“ 

Durable Goods 

3.81 

303.1"’ 

Non-Durable Goods 

26.65 

156.0'“ 

Foreign Trade 

Unit 

Latest 
Month 
(Sep 87) 

Exports 

Rs crore 

1,341 

Imports 

Rs crore 

1,933 

Balance of Trade 

Rs crore 

-592 

Employment Exchange Statistica 

Unit 

Latest 
Month 
(June 87) 

Number of Applicants on Live Registers 

Thousand 

30.525 

(as at end of period) 

Number of Registrations 

Thousand 

670 

Number of Vacancies Notified 

Thousand 

50 

Number of Placements 

Thousand 

32 

Income 

Unit 

1985-86** 

Gross Domestic Product (current prices) 

Rs crore 

2,15,024 

Gross Domestic Prqd^ (1970-71 prices) 
Per Capita Incpme .vwO-71 prices) 

Rs crore 

64,988 

Rupees 

798 


Variation (per cent) 


Over 

Over 

Over 





Last 

Last 

March 

In 

In 

In 

In 

Month 

Year 

28, 1987 

86-87*-* 

85-86** 

84-85 

83-84 

-0.5 

8.5 

8.2 

4.8 

5.8 

7.1 

9.5 

-0.6 

11.1 

12.4 

5.7 

2.1 

4.8 

11.0 

-0.8 

10.2 

9.0 

7.2 

7.9 

6.4 

13.5 

-0.3 

29.7 

25.5 

6.7 

-10.3 

-2.3 

15.1 

0.3 

2.5 

1.6 

6.7 

11.9 

2.6 

7.6 

-0.5 

8.1 

6.8 

4.7 

7.2 

6.0 

8.7 



Variation (per cent) 



Over 

Over 

Over 





Last 

L.a$t 

March 

In 

in 

In 

In 

Month 

Year 

1987 

86-87 

85-86 

84-85 

83-84 

0.7 

9.5 

9.4 

8.7 

6.5 

6.4 

12.6 

0.6 

9.6 

7.8 

7.3 

7.9 

8.1 

10.3 

2.8 

7.8 

8.4 

4.8 

4.8 

0.2 

11.4 



Variation (per cent in brackets)- 



Over 

Over 

Over 





Last 

Last 

March 

In 

In 

In 

in 

Month 

Year 

27, 1987 

86-87** 

85-86** 

84-85 

83-84 

2,356 

21,760 

14,239 

21,627 

14,423 

16,058 

lX031 

(1.5) 

(16.4) 

(10.1) 

(18.3) 

(13.9) 

(18.7) 

(17.9) 

1,897 

13,000 

11,281 

12,822 

6,555 

8,445 

5,757 

278 

10,303 

4,310 

10,576 

10,963 

10,809 

8,830 

-221 

675 

232 

1,251 

13 

1,419 

-104 

2,193 

16,075 

10,450 

16,723 

13,160 

11,519 

8,550 

(2.0) 

(16.6) 

(10.2) 

(19.6) 

(18.2) 

(19.0) 

(16.4) 

293 

-333 

986 

604 

197 

1,319 

1,233 




(8.6) 

(0.8) 

(24.0) 

(28.9) 

Average of 






Months* 


Variation (per cent) 




In 

In 

In 

In 

In 

1986 

1985 

1986' ' 

1985** 

1984 

1983 

1982 

217.5 

204.4 

6.1 

6.4 

6.6 

4.2 

4.5 

272.6 

250.9 

7.7 

8.7 

10.8 

5.5 

8.0 

231.0 

224.1 

2.4 

3.1 

6.6 

5.3 

-0.9 

187.7 

179.2 

6.0 

4.7 

6.1 

6.8 

1.9 

173.1 

161.9 

5.3 

6.9 

2.6 

0.6 

5.8 

286.7 

246.3 

14.0 

17.4 

17.8 

1.0 

3.6 

156.9 

150.1 

3.4 

4.5 

0.2 

0.5 

6.5 

Cumulative for* 






1987-88 

1986-87 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 

7,411 

5,959 

12,550 

11,012 

11,855 

9,872 

8,908 


(14.0) 

(-7.1) 

(20.0) 

(10.8) 

(14.2) 

10,399 

9,562 

20,063 

19,766 

17,173 

15,763 

14,356 



(1.5) 

(15.1) 

(8.9) 

(9.8) 

(5.0) 

-2,988 

-3,603 

-7,513 

- 8,754 

-5,318 

-5,891 

-5,448 

Cumulative for* 






1987 

1986 

1986 

1985 

1984 

1983 

1982 

30,525 

27,812 

30,131 

26,270 

24,861 

23,034 

19,753 



(10.9) 

(6.0) 

(7.9) 

(16.6) 

(10.7) 

2,656 

2,396 

5,473 

5,824 

6,220 

6,756 

5,862 



(-6.0) 

(-6.4) 

•(-8.0) 

(15.3) 

(-6.6) 

317 

298 

616 

683 

707 

827 

820 



(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

(-M) 

180 

182 

356 

388 

407 

486 

474 



(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

(-6.1) 

1984-85** 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80 

1978-79 

1,90,888 

J,72,704 

1,45,961 

1,30,770 

1,13,548 

95,358 

87.214 

61,838 

59,541 

55,068 

53,470 

50,623 

47.191 

49,619 

775 

764 

721 

720 

698 

664 

717 



inant year upto latest month for which data are available and for corresponding period of last year. 

^ gold and SDRs. 

liuest month for which data are available. 

Isional data. 

Superscript numeral denotes month to which'figure relates, e g, superscript' indicates that the figure is for January and so on. 
Figures in brackets denote percentage variation over previous period. 
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FROM THE IVORY TOWER 


Living Beyond Our Means 
The External Angle 

Anm Ghosh 

Something more cogent than continuous .depreciation of the value 
of the rupee is needed to get us out of the position of stagnant 
exports, a large trade deficit and the prospect of an even larger 
future payments deficit. We have been living beyond our means 
not only at home but also externally. The two are related. 


THE annual report of the Reserve Bank oi 
India (for 1986-87) says, inter alia, that there 
was “a distinct improvement in India's 
foreign trade during 1986-87, particularly on 
the export front... exports at Rs 12,SS0 
crore recorded a substantial rise of 20.4 per 
cent as against a decline of 7.8 per cent in 
1985-86”. The report goes on to say that the 
"country’s foreign exchange reserves... rose 
by Rs 331 crore... at the end of March 
1987... In SDR terms, however, these 
reserves showed a decline of SDR 615 million 
in 1986-87". 

These figures need some explanation. In 
particular, the layman may not quite grasp 
the significance of our reserves going up in 
terms of the rupee and yet going down in 
terms of the SDR—a term which not many 
people are familiar with. Nor does the RBI 
report bring out the fragility of our exter¬ 
nal payments position; if anything, one can 
only deduce that the situation has improved. 

Official figures are somewhat reticent 
about the rupee: SDR exchange rate; one has 
to delve into International Financial 
Statistics to locate this minor detail. Before 
going into the rupee: SDR rate, and the ex¬ 
tent of the depreciation of the rupee vis-a- 
vis the SDR, since the very concept of the 
SDR rate may need an explanation, let us 
take a look at the value of the Indian rupee 
vis-a-vis some of the important currencies 
of the world (lltble 1). 

It would be seen from '^ble 1 that in less 
than three years, the value of the Indian 
rupee has become almost half in relation to 
the value of the D-mark, the Japanese yen 
and the Swiss franc. Even vis-a-vis the pound 
sterling, the Indian rupee has depreciated by 
38 per cent. In fact, though the rupee has 
maintained some semblance of parity with 
reference to the US dollar—which has been 
sliding precipitately of late—the rupee has 
depreciated, albeit marginally, even with 
reference to the US dollar. 

Incidentally, finance minister N D fewari 
. stated in parliament recently that there is no 
question of the devaluation of the Indian 
rupee and that the exchange value of the 
Indian rupee is determined in terms of (he 
value of a “basket of currencies”. The state¬ 
ment is interesting. Which are these curren¬ 
cies, pray? The Bangladesh taka? Or the 
Nepalese rupee? The so-called ‘basket* is 
now a myth, used only as a camouflage for 


the steadily declining value of the rupee, 
generally in consonance with the value of 
the weakest international currency. 

Time was when a basket—doubtless with 
shifting weights—was really used to deter¬ 
mine the exchange value of the Indian rupee 
which was thereafter denoted as the pound 
sterling: rupee exchange rate, all other rates 
being derived as cross rates, depending on 
the exchange value of the pound vis-a-vis 
other currencies. But no more, as the figures 
in Tkble I indicate. Indeed, all the other cur¬ 
rencies (used in the basket earlier) have been 
appreciating vis-a-vis the US dollar; and 
since the rupee has gone down even vis-a-vis 
the US dollar, the weakest of the inter¬ 
national currencies today, to talk of a ‘basket 
of currencies’ being used to determine the 
value of the Indian rupee is a bit of a joke. 

Let us turn to the rupee: SDR rate. For 
the benefit of the layman, it should be stated 
that the value of the SDR is determined by 
the International Monetary Fund, on the 
basis of the weighted average value of the 
major currencies of the world (including, of 
course, the US dollar). This procedure was 
initiated when the gold exchange standard 
was finally abandoned, after the break-up 
of the Smithsonian system in the early seven¬ 
ties. Anyhow, the SDR today forms the basis 
of all IMF transactions, and may in that 
sense be deemed to reflect the weighted 
average of the leading (or important) cur¬ 
rencies of the ivorld. 

It is, of course, perfectly normal or 
legitimate for any country to adopt a dif¬ 
ferent ‘basket’ of currencies, depending on 
its trade pattern. Our biggest trading part¬ 


ner today is the USSR. And how is the 
rupee: rouble rate detertained? Apparently 
on the basis of the parity of the Indian rupee 
vis-a-vis the stronger of international cur¬ 
rencies, even though our trade with the 
USSR is on a barter basis, and the exchange 
rate between the rouble and the rupee is sup¬ 
posed to be determined on the basis of 
bilateral negotiations. Over the last one year, 
between November 20,1986 and November 
26,1987, the value of the rupee in terms of 
the rouble has depreciated more than 12 
per cent (from Rs 19.12 per rouble to 
Rs 21.75 per rouble; vide. Monthly Review 
of the Indian Economy for November 1987, 
issued by the Commerce Research Bureau). 
Incidentally, in our ‘barter’ trade with the 
USSR, the latter country buys everything 
from India in an open, competitive market. 
Our imports from the USSR are at prices 
which are negotiated for each item, and in 
fact,'for products which are on offer to us. 
We have no choice. We do manage to 
negotiate prices for a few (internationally 


Taui r 2: Inoia’.s F.xporis in TtRvis or 
lilt. SDK 


Year 

Value of 
Exports 
(Rs crore) 

Value of 
SDR* 
(In Rs) 

Value of 
Exports 
(In 

million 

SDRs) 

1983-84 

9,771 

10.986 

8,893 

1984-85 

11,744 

12.205 

9,622 

1985-86 (R) 

11,212 

13.363 

8,390 

1986-87 (P) 

12,550 

16.051 

7,819 

Notes: (R) 

= Revised, (P) - Provisional 

* Rupee: SDR rate as of end of calen- 

dar years 1983 

to 1986. 


Source' DCiCT and S and (iileriialionulFinan- 

dal Slali'ilia. 



Tabie 3; 

NIAa’S Mirchamjim Trade 


Baianc i 





(Rs Crore) 

Year 

Exports 

Imports 

Trade 

• 

(fob) 

(fit) 

Balance 

1983-84 

9,771 

15,831 

( ) 6,060 

1984-85 

11.744 

17.134 

(-) 5,390 

1985-86 

11,012 

19,767 

( ) 8.755 

1986-87 

12,550 

20.063 

(- ) 7.513 


Source: DOCl and .S. 


Table I: Value of Indian Rupee visa vis Major CuRRtNLiFs 

(Rupees per currency unit) 


End of 

US 

Dollar 

Pound 

Sterling 

D 

Mark 

Japanese 

Yen 

Swiss 

Franc 

1984 

12.45 

14.40 

3.% 

0.05 

4.86 

1985 

12.17 

17.57 

4.96 

0.06 

5.86 

1986 

13.12 

19.35 

6,76 

0.08 

8.08 

November 13, 1987 

13.08 

23.06 

7.75 

0.10 

9.40 

Index of value (base: end 

1984=100) of foreign currency 

vis-a-vis rupee 

105.0 

160.1 

195.9 

192.2 

193.5 

Of Indian rupee vis-a-vis 

foreign currency 

95.1 

62.0 

51.0 

51.5 

51.7 


Source: Commerce, Bombay, November 21-27, 1987. (Figures given above are rounded. The 
index vidues are derived from actuals.) 
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traded) commodities like petroleum pro¬ 
ducts, but this is not possible for machinery 
and equipment, or for ‘turnkey projects’ 
built in India with Soviet aid. But the really 
relevant point here is that the exchange rate 
of the rupee is not determined by a 'basket 
of currencies’ but with reference to a few of 
the weaker international currencies (the US 
doilar being currently one of the most pro¬ 
minent ones). This is easily SMn by deriv¬ 
ing the cross-rate for the rouble, via the rou¬ 
ble: dollar rate. As of December 2. 1987, tMe 
Bank of America quotes the USSR rouble 
at $ 0.5958 {vide. Financial Times, London, 
Decemer 4, 1987, p 41). The cross-rate via 
the dollar: rupee rate on that day would give 
a rouble value of something like R$ 21.74 per 
rupee. Clearly, the value of the rupee from 
time to time is Fixed on the basis of the 
doilar (or the pound) which may be sliding 
down in the international market; the 
rupee: rouble rate is thereafter adjusted, 
after a lag, by tagging the value of the rupee 
to the weakest international currency. 

But let us forget this aspect of our external 
relations. Let us get back to the main theme 
concerning our external performance. It is 
time that exports during 1986-87 show a 
distinct improvement over exports during 
1985-86 in rupee terms. But what is the value 
of our exports in real terms? Let us take a 
look at the value of our exports in terms of 
the SDR. The estimates, presented in Thble 
2 are necessarily approximate, because trade 
data—which are revised from time to 
time—are available (after revisions) only on 
an annual basis, and because the value of 
the rupee in terms of the SDR keeps chang¬ 
ing over the year, so that any conversion of 
the rupee value of our exports into SDR 
terms can only be approximate. Ihble 2 in¬ 
dicates the value of our exports in rupees 
and in SDR terms (approximately) since 
1983-84. 

It must be reiterated that the figures in 
Ihble 2 can be treated as at best approximate, 
since the com'ersion of the rupee value of 
exports into SDR terms has been done, for 
the sake of convenience, at the rate ap¬ 
plicable at the end of December of each year. 
One could, of course, take monthly export 
data and convert each of these into SDR 
terms, but, as stated earlier, the monthly data 
are substantially revised from time to time, 
and the revised Figures are only available for 
the fiscal year as a whole. Anyhow, the 
Figures indicate a trend which can be 
relied upon. 

The figures in Table 2 purport to'indicate 
that in terms of the SDR rate our exports 
have in fact declined and not increased. Even 
if the estimated decline (during 1986-87) is 
a little exaggerated—since the rupee has b^ 
depreciating rapidly of late, and taking the 
December Figures could thus introduce a 
slight bias—there is no doubt that in real 
terms our exports during 1986-87 were less 
than even the 1983-84 level of exports. 

liiii brief, what this implies is that devalua¬ 
tion of the Indian currency— overt, or covert 
(camouflaged through the use of a highly, 
flexible basket of currencies)—is no solution. 


cotunly not a sufficient condition for any 
sustained improvemoit in our exports. There 
has, it seems, been too much of dependence 
in omdal circles, on the steady depreciation 
of the exchage rate of the rupee, to improve 
our exports. Apart from making the terms 
of trade move against us, this development 
also increases, to the extent of the rupee 
devaluation, our debt repayment liabilities, 
in the sense that our obligations (incurred 
in terms of the major currencies of the 
world) keep increasing in rupee terms. At any 
rate, it is clear that the real value of Indian 
exports has been declining despite a steadily 
falling rupee. 

We have already seen how the general 
depreciation of the Indian rupee tends to 
distort even the rupee: rouble ratio, though 
our trade with the USSR (now our largest 
trading partner) is supposed to be on barter 
basis. 

No wonder, then, that while our foreign 
exchange reserves are rising (in terms of 
rupees), they are declining in terms of the 
SDR. Effectively, in real terms, our reserves 
have also been declining. Even in rupee 
terms, our reserves have risen not because 
of increased exports but because of increased 
aid being provided by the World Bank and 
the consortium countries, in respect of which 
the day of reckoning has to come, and may 
well come in the not-too-distant future. Our 
merchandise trade balance is still quite 
precarious as the Figures in Table 3 purport 
to indicate. 

It would be seen that while the trade gap 


has narrowed maiginally in 1986-817 as com¬ 
pared to 1985-86, there is still a yawning gap 
between our imports and our exports. And 
these Figures do not tell the whide story, since 
our imports of military hudware do not get 
includ^ in the figures of our merchandise 
trade. Indeed, th^ do not get fiilly reflected 
even in our balance of {myments (or oui 
budget) figures, because imports on defer¬ 
red payment terms, or under special credit 
arrangements on rupee payment basis arc 
recorded (even in the budget) only to the 
extent of the actual remittances required. In 
other words, the day of reckoning is still 
to come. 

Clearly, something more cogent ii 
necessary than merely the depreciation ol 
the value of the rupee, to get us out of the 
position of stagnant exports, a large trade 
deFicit, and the prospects of an even largei 
(future) payments deficit. We have been liv¬ 
ing beyond our means not only at home bul 
also externally, lb an extent, the two an 
related. But. without going into the basic 
of this issue, clearly, we need a whole set ol 
inter-related policies which would give a 
thrust to domestic production and a reduc¬ 
tion in elitist luxury consumption which 
must form the basis of a viable export 
impoit position. Unfortunately, the tendency 
to do some face-saving window-dressing 
purely for public relations purposes, piewnt: 
even supposedly independent bodies like thi 
Reserve Bank of India from pronouncinj 
candid views on such matters of vita 
national importance and interest. 
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NUCLEAR NOTEBOOK 


The Dr Strangelove Factor 

Achin Vanaik 


To counter the proposition that horizontal nuclear proliferation 
heightens the probability of accidental nuclear assault, the 
pro-bomb lobby is putting forward, a new argument according to 
which, since the increase in the number of independently 
commanded nuclear submarines has not led to a higher risk of 
accidental nuclear war, neither will horizontal nuclear 
proliferation. The argument rests on false assumptions and is 
completely deceptive. 


EVER since Stanley Kubrick’s film 
“Dr Strangelove”, the spectre of a nuclear 
war launched by madness or accident has 
haunted the world. The ‘madness’ of 
nuclear elites i.s still very much there and 
even though no nuclear war has yet been 
unleashed by accident, there have been 
enough ‘mishaps’ and near-fatal accidents 
to frighten even the most sanguine and 
phlegmatic of personalities. 

In fact we do not know the actual 
number of ‘mishaps’ or ‘fal.se alarms’ 
stopping short of the final .step, because 
those who command the arsenals of 
nuclear weapons states, especially the US 
and USSR have no interest in letting all 
the details out. In the case of the USSR 
there is almost no way that such news 
could leak out if the state was determined 
to prevent it. In the US there is at least 
partial public knowledge of certain occa¬ 
sions when ‘mishaps’ took place, and 
these will be listed later on. 

One of the quite valid (though not 
necessarily most important) arguments 
against horizontal proliferation (i e, more 
and more countries going in for their own 
nuclear weapons system) is that the pro¬ 
bability of an accidental (or even non- 
accidental) launching of nuclear missiles 
also increases with such proliferation. This 
is a straightforward mathematical pro¬ 
position based on well known laws of pro¬ 
bability. It does not mean that the likeli¬ 
hood of, for example, accidental nuclear 
assault becomes high. It can remain low. 
But as more and more independent 
nuclear actors, i e, sovereign states enter 
the drama, the risk of an accidental (and 
non-accidental) outbreak becomes greater 
than it was before. 

This self-evident proposition has caused 
certain problems for the Indian bomb 
lobby which would like to muster all the 
arguments it can to justify India going 
nuclear. One of the chief proponents of 
the bomb, K Subrahmanyam, now occu¬ 


pying a one-year chair in Trinity College, 
Cambridge, has come out with a ‘counter¬ 
argument’ which on the face of it .scem.s 
plausible. Dig deeper and the flaws 
become clearer as is the case so often 
before. This is what he has to say in an 
article ‘Nuclear Deterrence and Arms 
Race’ which appeared in the fOSA 
(Institute of Defence Studies and 
Analysis) Journal of May-September, last 
year: “The contrary view, more widely 
prevalent, that with the increase in number 
of deci.sion-making authorities the higher 
the ri-sks of a nuclear war breaking out, 
is negated in practice. It is now public 
knowledge that the nuclear ini.s.siles in 
submarines are not under centralised elec¬ 
tronic locking arrangements and can be 
fired by the submarine crew themselves. 
In other words every nuclear missile sub¬ 
marine is an independent decLsion-making 
authority to launch weapons. Each 
nuclear mis.sile submarine has far more 
firepower than incipient nuclear weapons 
countries are likely to have for a decade 
or two after they initiate a nuclear 
weapons programme.” 

The thrust, of the argument is clear. 
Since there are more and more such sub¬ 
marines and no increase in danger, the ris¬ 
ing ‘risk factor’ according to the laws of 
probability are deceptive, if not false. If 
other countries, including India also go 
in for the bomb there will not be a greater 
risk of either a calculated or accidental 
nuclear launch. 

The deceptiveness, however, lies 
not in the laws of probability but in 
Subrahmanyani’s argument. There is an 
implicit and utterly unjustified a.ssump- 
tion which i.s central to his conclusion— 
namely, that a sovereign government in 
charge of nuclear weapons and a nuclear 
submarine can be roughly equated. Each 
is supposedly an ‘independent decision¬ 
making authority’. The idea that, here we 
are with all these dozens, if not hundreds. 


of independent nuclear actors roaming 
under the seas, and doing so for years, and 
we are still safe, just isn’t true, lb under¬ 
stand why this is so it is necessary to know 
how an integrated nuclear weapons system 
with triadic deployment works, especially 
with relation to the submarine arm. This 
integrated nuclear ‘beast’ has a centralised 
‘brain’, senses and nervous system, i e. a 
‘head’ which is responsible for what is 
called the command, control, com¬ 
munications and intelligence (C’l) func¬ 
tions. Like any beast it also has its various 
'limbs’ and its submarine force represents 
ju.st .so many ‘tentacles’ or limbs in 
extremis. 

For the US this ‘head’ is the national 
leadership, the second line of authority 
(the generals of the Strategic Air Com¬ 
mand (SAC)) and that part of the ‘brain’ 
called NORAD or North American Air 
Defense Command. NORAD is located 
in a set of steel buildings (with close to 
a hundred computers), fourteen hundred 
feet on the Cheyenne mountains at the 
eastern edge of the Rockies in Colorado. 
All informations from early-warning 
satellites and distant radars come here for 
evaluation. To be sure, NORAD is 
targeted by the Soviets. But by the time 
an enemy missile hits, it would have done 
its job of warning Washington and the 
joint chiefs of staff. A civil defence alarm 
would also have been triggered. Since the 
US nuclear warriors are very concerned 
about maintaining a reliable communica¬ 
tions network for relaying intelligence in¬ 
formation and commands from top to 
bottom of the weapons structure, a large 
variety of ‘redundant’ links are also pro- 
• ided. However, in wartime especially, 
these cannot be considered foolproof or 
immune to enemy attempts to disrupt 
them. In conventional warfare com¬ 
manders are well aware of what is called 
the ‘fog of war’. In nuclear war there 
would be total darkness. 

As further insurance a number of US 
airforce generals of the SAC empowered 
to take command if top civilian authority 
is destroyed by an enemy missile, are 
always on .shift duty in an airborne car¬ 
rier specially equipped with communica¬ 
tions gadgetry. Before this plane lands, a 
similarly equipped plane with another 
complement of generals on shift duty goes 
up into the air. 

The case of submarines is more com¬ 
plex because the difficulties of maintain¬ 
ing reliable communications through 
water even in peacetime are significant. 
C'onirary to what the .Subrahmanyam 
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argument seeks to suggest, nuclear sub¬ 
marine commanders do not have a per¬ 
manent carte blanche to launch a missile 
whenever they feel like it. In other words 
the ‘independence’ or ‘freedom’ that a 
submarine commander has is an extremely 
limited one which is activated only in ‘last 
resort’ orders that he carries with him, for 
example, when the regular airlinks and 
codes telling him what to do arc no longer 
operative, when he knows there is a war 
going on, or when he has reason to fear 
an impending attack on his country and 
the communications silence around him 
is inexplicable. 

In short, nuclear accidents do not hap¬ 
pen because someone mistakenly pushes 
a button. The way accidents can lead to 
nuclear war is that faulty information is 
sensed (fault in the sensors) and/or faulty 
commands are relayed (faulty com¬ 
munications). That is to say, accidents af¬ 
fecting the ‘head’ of the nuclear beast lead 
to the ‘limbs’ pushing the button, it is the 
C’l that' constitutes the key vulnerable 
spot of the nuclear weapons system. In 
‘normal’, i e, peacetime conditions, if for 
some reason the communications system 
of a submarine goes haywire, no sub- 
commander takes on immediate respon¬ 
sibility for deciding whether to launch Jiis 
warheads or not. He simply assumes that 
communications have fouled up and seeks 
to rectify it by reestablishing links with the 
‘head’. The US has special transmitters for 
communicating with its subs in the nor¬ 
thern state of Maine. For the USSR 
the transmitter is at Khabarovok near 
Vladivostok. 

In addition, the US (one doesn’t know 
what emergency provision the Soviets 
have) has an emergency provision code- 
named Ikcamo or ‘Tkke Charge And 
Move Out’. These are aircraft on constant 
airborne alert (fuelled by flying tankers) 
which unwind several miles length of 
wire behind them when traversing the 
oceans. These transmit very long radio 
waves capable of reaching submerged 
submarines. 

The idea that the commander of an 
American nuclear submarine is as much 
an ‘independent decision-maker’ as the 
US president, or the people delegated in 
ranking order after him to be ‘supreme 
commander’, is frankly absurd. The 
‘freedom’ he has is not only limited but 
itself subject to authorisation which can 
only be activated in the last resort which 
so far has never happened. The idea that 
we have so many dozens of “independent 
nuclear powers’’ moving under the seas all 
the time is just so much hogwash. 

What is more, even the ‘last resort’ 
orders for a submarine commander may 



be very cautious telling him not to do 
anything without a direct order to launch 
missiles. Or these ‘last resort’ orders 
(themselves changeable periodically) can 
vary according to the prior (known) state 
of nuclear alert that has been called by 
the US. Or these orders may simply tell 
the submarine commander that he is only 
free to exercise his judgment on whether 
to use his missiles or not after he has 
definitely ascertained that a nuclear war 
has begun. To do this he would probably 
go the surface to facilitate communica¬ 
tions link up, using any of a half-dozen 
special radio systems that he has at his 
disposal. 

The essential point to grasp is that the 
proliferation of nuclear ‘limbs in extremis’ 
cannot be equated to the proliferation of 
nuclear ‘heads’ which is what the exten¬ 
sion of nuclear weapons .system to more 
and more countries would be. Or to push 
the analogy further, there is a great, dif¬ 
ference between a single nuclear beast 
sprouting more and more ‘limbs’ which 
can act ‘independently’ only in the ‘last 
resort’ and perhaps not even then, and the 
sprouting of more and more nuclear 
beasts each with its own ‘head’ and 
‘limbs’, however small these ‘heads’ and 
‘limbs’ may be. The danger of nuclear war 
by accident increases much more in the 
case of the proliferation of the ‘heads’ 
than in the case of the proliferation of 
‘limbs’. 

The list of known ‘mi.shaps’ in the US 
all have to do with events affect America’s 
nuclear ‘head’, i e, integrated C’l at 
headquarters. 

(1) In the early 1970s a US early warn¬ 
ing satellite apparently detected a missile 
launched from the USSR and the ap¬ 
propriate computer predicted it would fall 
on California. Following this the Strategic 
Air Command went into high alert and 
missile combat officers inserted their 
launch keys. The missile in question 
turned out to be a test vehicle that fell into 
the Pacific. The computer was wrong. 

(2) One day in 1974, the US joint chief 
of staff want^ to test their command over 
their ‘limbs’. So they put out an ‘exercise’ 
order for carrying out the war plan. Not 
all the ‘limbs’ got the order so the 
Strategic Air Command relayed the orders 
to those missile crews that didn’t get it the 
first time. But SAC mistakenly made it a 
real order to launch, to the shock of those 
receiving it. Closer study of the text of the 
signal showed that the order had for¬ 
tunately failed to pass the routine valida¬ 
tion procedures, and so was ultimately 
ignored. 

(3) On October 18, 1975 NORAD 
found one of its early warning satellites 


‘blinded’. Could it be a defiberate jam¬ 
ming by the Soviets? There were many 
who felt the Soviets were about to attack 
and urged swift countermeasures. The 
‘blinding’ became intermittent and it was 
soon discovered that an accidental fire in 
a gas pipeline had overtaxed the satellites’ 
sensors. 

(4) In November 1979, a computer of 
NORAD mistakenly transmitted data 
coming from a test tape which had 
simulated a Soviet attack. American 
fighter planes scrambled and the ‘limbs’ 
began preparing for nuclear war. Six 
minutes passed before it became clear that 
it was a false alarm. 

Each of these near fatal accidents af¬ 
fected the ‘head’. One of the most difficult 
research studies imaginable would be to 
try and trace how many other accidents 
took place affecting other nuclear ‘heads’, 
i e, those of the USSR, Britain, France and 
China and how close any of these came 
to an actual outbreak of nuclear war. 

It is not necessary to exaggerate the 
likelihood of a nuclear war by accident, 
or to make out that this possibility is very 
great. But it is necessary to state that the 
imssibility of an accidental nuclear war is 
real. As long as the arsenals exist, the 
likelihood of further mishaps will remain 
and one of these could lead to an actual 
outbreak of nuclear war. It is also 
necessary to point out that as the number 
of nuclear bea.sts increases (and not all of 
them will be as technologically advanced 
as the US and USSR) the probability of 
an accidental outbreak becomes that 
much greater even if the stockpiles are 
much smaller and total potential for 
damage ‘less’. 

The bomb lobby in most countries is 
quite unscrupulous. ThQ^ will try every in¬ 
tellectual con they can to sell their ideas. 
Their arguments must be repeatedly ex¬ 
posed even though ultimately it is not the 
‘righteousness’ of the cause of disarma¬ 
ment that will enable those who are 
against the bomb from winning out, but 
the balance of forces on the ground bet¬ 
ween the pro-bomb and the anti-bomb 
lobbies. 

To end, there is just one brief aside on 
the issue of how proliferation can lead to 
more nuclear accidents. The reference this 
time is to another kind of nuclear hazard. 
The more countries which want nuclear 
weapons, the great' the need for in¬ 
digenous production and stocks of 
nuclear fuel, hence the greater the number 
of nucleiu reactors, and thence the greater 
the chan^ of radioactive leaks and reac¬ 
tor breakdowns of various kinds, with all 
the implications these carry for public 
health and safety. Here too, the taw; of 
probability btid. 
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Companies Act Amendment Bill 

Corporate Regulation in Reverse Gear 

Thanjavur 

The government has colluded with corporate managements to 
permit the most blatant violations of the piovisions of the 
Companies Act relating to issue of prospectus, financial disclosure, 
inter-corporate investments, managerial remuneration and 
restraints on dealing with organisations in which the management 
is interested. It is against this background that the provisions of 
the Companies Act Amendment Bill, now before parliament, need 
to be assessed. 


THE journey to the New World of Rajiv 
Gandhi is taking a heavy toll in terms of 
repeated churning of institutions, instant 
economic packages and the steep decline 
of the rule of law. Unless you identify 
yourself totally with the ‘new-speak’ you 
become an obscurantist and an enemy of 
the ‘revolution’. Justice Bhimsen Sachar’s 
plight is understandable. He has not learnt 
the new alphabet of the power elite. What 
is sad is that he has been insulted. The 
government claims that the C.ompanies 
Act Amendment Bill is based on the 
Sachar Committee’s report. That in sub¬ 
stance it has nothing to do with the com 
mittee’s recommendations should have 
been anticipated. Perhaps one should be 
grateful for the good manners on the part 
of some petty bureaucrat drafting the Bill 
in at least mentioning Sachar’s name. 

Some old-timers like me would like to 
believe that the Companies Act is an 
instrument for regulating the conduct of 
the company management towa>'ds its 
shareholders and creditors, besides pro¬ 
viding for certain minimum requirements 
necessary for an artificial person to con¬ 
duct its affairs. That the Companies Act 
has been amended so many times and 
looks very complex is a tribute to the 
genius of Indian businessmen in using any 
organisation, any law or any occasion for 
personal gain at the cost of those outside 
the system, be it shareholders, consumers 
or cr^tors. The amendments of 1960 and 
1%3 were a victory for the ‘public interest- 
wallas of the government of Jawaharlal 
Nehru. The firmness with which Nehru 
dealt with the startling disclosures of the 
Vivian Bose Commission on the affairs 
of the Dalmia-Jain Group and the dis¬ 
covery of serious mismanagement by cer¬ 
tain other groups as a result of initiatives 
of public-spirited small officials made 
some of us believe that the Companies Act 
could be an instrument for bringing about 
a change in the power structure towards 
the mythical ‘socialist pattern of society'. 

Within the limitations of a law that 


dealt with only a microscopic class of 
shareholding gentry we made a brave at¬ 
tempt to place some restrictions on com¬ 
pany managements, mostly of families 
and their professional proxies, in matters 
of investment, transfer of company funds, 
syphoning away of profits through ap¬ 
pointment of selling agents and the like. 
The Companies Act of 1956 as fortified 
by the amendments of 1960 and 1963 and 
the abolition of the managing agency 
system was considered to be a great ad¬ 
vance over the laws of developed countries 
in promoting greater accountability and 
discipline on the part of company 
management, so that we may build a 
healthy corporate sector in which there 
would be wider participation ba.sed on the 
assurance of security and fair dealing for 
the investors, including a fair return. The 
cornerstone was the requirement of public 
disclosure, independently certified by a 
new profession set up by a separate statute 
and governed by a strict code of conduct. 

The Janata government raised further 
hopes. The experience of the Emergency 
and the manner in which corporate power 
in the hands of a few had acquiesced in 
the most blatant abuse of authority by the 
government led to a re-examination of the 
legal structure undci which a few and their 
families and friends manipulated vast 
organisations. The Sachar Committee was 
born out of this desire to deal with the 
emergence of a new power elite. 

SA^H.^R COMMITTfcF.'S RtiPORt 

The government has said that the 
pre.sent amendment bill is based on the 
Sachar Committee’s report, it is necessary, 
therefore, to recapitulate the terms of 
reference of the Sachar Committee ap¬ 
pointed in June 1977; 

The committee would con.sider the pro¬ 
visions of the Companies Act 1956, and 
report inter alia on: 

(a) classification and formation of com¬ 
panies and the constitution of direc¬ 
tors with special reference to protec¬ 


tion of the interests of the share¬ 
holders who are in a minority; 

(b) exercise of managerial powers and 
protection of shareholders and 
creditors' interests and their relations 
inter se; 

tc) measures by which workers’ participa¬ 
tion in the share capital and manage¬ 
ment of companies could be brought 
about; 

(d) provisions which arc required to be 
made to prevent mismanagement with 
special reference to safeguarding of 
the company’s own interest and the 
public interest; 

(e) measures necessary to promote pro- 
fessionalisation of management and 
regulation of managerial and executive 
remuneration commensurate with 
their responsibilities; and 

(0 measures by which reorientation of 
managerial outlook in the corporate 
sector could be brought about so as 
to ensure the discharge of social 
responsibilities by companies. 

The Committee was also required to 
consider and report on: 

(1) what changes were required to be 
made in the Companies Act, 1956 to 
streamline the winding-up procedures 
so as to expedite the realisation and 
distribution of assets to the creditors 
and contributories; 

(2) whether it was desirable to enact 
special provisions applicable to 
government companies as a class so 
as to exclude the provisions of the 
Companies Act. 1956, generally in 
their applicability to such companies; 

(3) what adaptations and modifications 
were necessary in the provisions of the 
Companies Act, 1956 in their applica¬ 
tion to entrepreneurs in medium- 
and small-scale sectors carrying on 
business as joint stock companies; 

(4) what further changes were required to 
be made in the Companies Act, 1956 
regarding the establishment of places 
of business and operation of foreign 
companies in India. 

What did the Sachar Committee say on 
the major issues referred to it? Briefly the 
committee recommended: 

(1) Classification of private companies 
to assist small business and industrial 
enterprises adopting the corporate 
form. 

(2) Tightening of the provisions relating 
to filing of returns by foreign com¬ 
panies operating in India. 

(3) More efficient and effective par¬ 
ticipation by the Board of Directors. 

(4) Right to. speak to be conferred on 
proxy holders. 

(5) Recognition of shareholders’ 
associations and assigning a role to 
them. 
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(6) Power to the Company law board to 
order investigations. 

(7) Maintenance of accounts on mercan¬ 
tile basis. 

(8) Payment.s to directors and certain 
employees including perquisites 
should be quantified in monetary 
terms and shown separately in the 
accounts. 

(9) Further restrictions on investment in 
shares or by way of loans. 

(10) Companies in default in payment of 
interest or capital to the deposit- 
holders should be prohibited from 
seeking further deposits. 

(11) Workers’ participation and provisions 
to facilitate this were recommended. 

(f2) Further restriction on contribution to 
political parties through other means 
as advertisements, etc. 

(13) Amendments to sections S42 and S43 
to make the accountability and 
liability of directors more stringent. 

(14) Amendments to the provisions 
relating to winding up to enable 
quicker liquidation of companies. 

EXPl RIFNCh Ol- ADMINIS I RATION OF 
COMPANII.S Act 

The government also says that the 
amendment bill has been drafted in the 
light of the experience gained in the ad¬ 
ministration of tlic Companies Act. What 
has been this experience? 

The government in collusion with 
corporate management has permitted the 
most blatant violations of the provisions 
of the Companies Act relating to prospec¬ 
tus, financial disclosure, inter-corporate 
investments, managerial remuneration 
and restraints in dealing with organisa¬ 
tions in which the management is in¬ 
terested. To give only a few examples: 

(1) Invitation to subscribe to shares or 
debentures do not provide the supporting 
prospectus that is supposed to inform the 
subscriber of the purpose of issue, the 
financial position, the directors’ interest, 
etc With the growth of the profession of 
financiai consultants, issue managers and 
the like, you receive in the mail a copy of 
the application form but never the pros¬ 
pectuses. In fact it is common knowledge 
that companies are advised not to waste 
money in printing prospectuses beyond a 
small number for the sake of formal com¬ 
pliance with the legal provisions. 

(2) There is no scrutiny of the promises 
made and exaggerated claims contained 
in the brief announcements and press 
releases by the Company Law or the 
Capital Issues departments or by the stock 
exchanges. The press or its specialist 
reporters who attQKfl the press briefings 
are only too happy to print the official 
briefs wiOiC^t scrutiny. There are of 
coursft rewttxis for those who attend the 
pressj^nferences and their employers 


(3) The publication of half-yearly 
unaudited accounts is the biggest joke 
recently invented. 

(4) Most new issues are not tradeable on 
the stock exchanges. 

(5) Deposits are.raised with the barest 
minimum of information and the Reserve 
Bank and government have permitted free 
collection of funds by finance companies 
such as cannot be justified under any 
norms of financial prudence. 

(6) Repayment of deposits in a number of 
cases is at, the mercy of the managements. 

(7) New instruments for raising funds 
such as convertible, non-convertible, partly 
convertible and clubbed debentures and 
the like have proliferated and the terms of 
issue can be varied even before the ink is 
dry. 

(8) Inter-corporate investments have 
become an instrument for expanding 
family empires. All you need is to get five 
companies in your group to put in 
amounts below the limit of 10 per cent 
and call it Mr X Company or Mr X 
Group. That you have nil or only nominal 
stake is secondary. 

(9) Even the chairman of a leading finan¬ 
cial institution has lamented the tendency 
of big business to augment assets but not 
production. What is important is that 
there are greater personal returns in pro¬ 
motion and not in production. 

(10) We thought the Managing Agency 
system had been abolished firmly and 
finally. But it has been replaced by the 
number of growing service companies, 
consultants, financial consultants and 
what have you that can syphon off profits 
for the family without any scrutiny. 

(11) Audit has become a mere formality 
and auditors consider the managements 
and not the shareholders as their emplo¬ 
yers. \bu can prepare any accounts in any 
manner that suits your purpose and get 
them signed by the auditors. 

(12) The blatant abuse of financial prin¬ 
ciples can be sanctified by professional 
opinion that gives you the ‘benefit of 
doubt’. Ikke the case of a company taking 
a capital receipt as income for dividend 
distribution but not providing for taxation 
as it states elsewhere that the income is of 
a capital nature. All this is hidden in the 
notes in small print tucked away in 
obscure places. 

(13) Import of capital goods, purchase of 
components from your foreign principals 
or family organisations need not be 
disclosed. It is argued that in the case of 
imports or exports to your associates, for 
transfer pricing advantage, the law does 
not apply as the interested organisations 
are not Indian bodies corporate. 

(14) Revaluation of assets to inflate the 
net worth has become endemic, but 


depreciation on the higher value is not 
charged to current income—it is with¬ 
drawn for the capital reserve year after 
year. No one knows what economic sense 
this makes except for inflating the value 
of the assets and perhaps the share value 
in the market. 

(15) Depreciation seems to be increasingly 
a residuary entry—writing back, writing 
down, conversion from one rate to 
another, all are practised to serve the 
management’s need to project the correct 
image. 

(16) Managerial remuneration disclosure 
defies all logic. In fact, it is a fraud on the 
.shareholders to describe an expenditure of 
several thousands per month on main¬ 
tenance of several cars as equivalent to 
Rs ISO only. If government permits you 
to practise this illusion for tax avoidance, 
why should the sharesholders be con¬ 
cerned with the tax liability of the direc¬ 
tors. Company accounts are concerned 
with the real cost of management. In fact 
the Company Law Amendment Commit¬ 
tee had categorically stated that in apply¬ 
ing the ceilings on managerial remunera¬ 
tion and in the matter of disclosure, the 
actual cost should be ascertained irrespec¬ 
tive of any provision in the taxing statutes. 

The creative genius of Indian corporate 
managers and their professional con¬ 
sultants has created for the corporate 
bosses a dream world at the co.st of the 
tax-payers and the shareholders, though 
the poor corporate bosses keep grumbling 
about their poor economic condition. The 
officially allowed and unofficially utilised 
perquisites would need a separate book to 
elaborate upon. Yet all this is supposed to 
add up to only Rs 3,000 a month. 

(17) The government has admitted that 
large sums of money are held abroad by 
businessmen without sanction. Whose 
money is it? So long as a person is a direc¬ 
tor of a company, any income Accruing 
to him as commissions, kick-backs, etc. 
cannot be shared between the government 
and the law-breaker at the cost of the 
shareholder. Yet, this is what the govern¬ 
ment has sanctified and legalised under 
the Income Tkx and FERA amnesty 
schemes. 

There are no limits to which company 
managements will not go in the practice 
of creative accounting. I recall that the late 
T A Pai used to say that most of the pro¬ 
duction and sales of many public sector 
units took place only in the last few 
months of the year, so that it might be 
economical to close them between April 
and September. Similarly, a cursory ex¬ 
amination of the six-monthly (unmidited) 
results published by companies will show 
that in most cases the months near the end 
of the financial ybar are the most produc¬ 
tive and profitable 

the abuse/of managerial poution to 
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cieate^family empires is not new but the 
with--whi^ family fortunes are 
bulk, companies are floated, new iden¬ 
tities such as an ‘ABC or ‘ABO’ group 
emerge makes me wonder whether the ex¬ 
panding corporate sector is an end itself 
or whether it should also have a primary 
role in production, savings and above all 
efficient utilisation of resources. 

In an unguarded moment an industria¬ 
list once confessed to this writer, “we 
made the son succeed the father, though 
he was too young and inexperienced, 
because the family could not afford to 
move out of the company house”—a man¬ 
sion that would cost over a crore of rupees 
but was charged for at Rs 750 pm. 
Another leading industrialist admitted 
that he would like to retire but it was ex¬ 
pensive to give up the tax-free peri|uisites. 

The objection is not to the payment of 
the ‘market price’ to the good manager 
but to the deception practised on share¬ 
holders and the public, aided and abetted 
by the government and the so-called in¬ 
dependent profession of auditors. 

Take another example. It is well known 
that most finance companies write off 
their leased assets over a period of eight 
to ten years when the income accrues only 
for a period of three to five years, resulting 
in inflation of profits in the earlier years 
to enable the distribution of dividends and 
raising of deposits. Yet neither the govern¬ 
ment nor the audit profession seems to be 
bothered about the .security of the funds 
of the investing public. ‘True and fair’ is 
no longer relevant in relation to company 
account.s. Some parts of the accounts may 
be true, but what is important is that the 
major part should be fair to the family 
that is in the saddle. 

(18) Regulation of intercorporate in¬ 
vestments and loans was introduced only 
to safeguard the shareholders and 
creditors from uncontrolled diversion of 
funds in the name of diversification. A 
company having raised funds under one 
charter cannot be the instrument for rais¬ 
ing funds for other adventures of the con¬ 
trolling group.*Yet these are the very prin¬ 
ciples' that have been trampled upon 
during the last few years. 

There was hope that with the increas¬ 
ing participation of institutions some 
discipline would be enforced. Little did 
one realise that the cultural heritage of 
professional managers in these institutions 
being the same, they would function 
merely as spectators at the best. I recall 
meeting the late TTK on the day the bill 
for establishing the Industrial Develop¬ 
ment Bank of India was passed. TTK en¬ 
quired whether 1 understood the purpose 
of the Act. When 1 explained to him thie 
need for development finance, he laughed 
and commented that with the establish¬ 
ment of more such banks, all big business 
would become borrowers* from govern¬ 
ment and gpvemment would be able to 


discipline them. Little did I realise that 
very soon precisely the opposite would 
happen. In the words of a banker, “the 
power of the borrower is immense and we 
arc often at their mercy”. 

Industry, banks, government and pro¬ 
fessional managers periodically par¬ 
ticipate in ritualistic exercises on revival 
of sick industry and prevention of 
sickness. As it was often said in Calcutta, 
which.saw major failures during the 70.s, 
companies may become sick but not their 
managers or directors. The Companies 
Act and the legal codes governing the 
fiduciary responsibilities of directors have 
never been tested in the last few years to 
bring to book corporate management 
guilty of misfeasance. If on the other hand 
a small technocrat fails in one venture, 
apart from enforcing his personal 
guarantee, despite credit insurance, and 
the confis'eation of collateral .securities, he 
will never be allowed another chance to 
start a new life. If one of the companies 
of a large group fails and defrauds its 
creditors, there is no bar to extension of 
continued patioiiage to the other units. 
You will be told that they have the pro¬ 
tection of limited liability. What would be 
more true to .say is that they have un¬ 
limited licence. 

The overwhelming evidence of cor¬ 
porate misbehaviour, to put it mildly, 
called for amendments to make provision 
for greater accountability, disclosure, 
fiduciary responsibility and above all 
stricter enlurceability of shareholders and 
creditors’ rights. W'hat the government 
seeks to do in the amendment bill is just 
the opposite. Company law and the 
discipline it demands curb creativity. 
Growth (for the ruling elite) is important. 
Share prices must continue to boom. A 
new equity cult has to be promoted. If 
sacrifices are required to accelerate the 
march to the New World, they should, as 
always, come from the unorganised and 
small shareholders who should be sati¬ 
sfied with some dividends, accounts are 
unimportant. Most of them in any case 
don’t understand the sophisticated 
accounting ‘principles and small print 
notes. The government is in effect telling 
shareholders: “We will take care of growth 
with measures to support the ‘securities 
industry’. You play on the stock markets. 
And don’t be concerned if managements 
make more money, legally or otherwisci’ 
Provisions or Amendment Biil 

If the provisions of the bill are carefully 
examined against the background of the 
‘evolution’ of management practices, 
they can be classified into three broad 
categories: 

(1) Provisions that are positive—a small 
victory for the public spirited bureaucrats 
of the Company Law Department, not¬ 
withstanding the opposite pulls of the 
Finance Ministry which seems to specialise 
in prescriptions that would make the 
strongest protagonists of laissezfaire look 


unimaginative. 

(2) Omissions that are serious and would 
affect the health of the corporate sector 
in the long run and that are deliberate and 
would perpetuate family control. 

(3) Provisions that are positively 
objectionable. 

(4) Provisions that are meaningless, 
introduced to create an illusion. 

The first category of provisions includes 
the one in regard to deemed public limited 
companies. The provisions under which 
private companies that invite or accept 
deposits will have to come under the 
discipline of public limited companies is 
a right .step. Many family companies have 
been with impunity inviting deposits and 
using the funds for financing friends and 
relations without the depositors having 
any access in their profit and loss accounts 
and without these companies being sub¬ 
ject to the restraints as in Sections 299, 
314, 372 and 370. The failure of the 
government, particularly the Reserve 
Bank which monitors the raising of 
deposits, in enforcing minimum discipline 
makes this provision the most positive 
feature of the amendment bill. 

Similarly, the provision of Section 80A 
regarding compulsory redemption of 
preference shares is a right step. In fact 
the time has come for abolition of 
preference shares now that there are all 
manner of fixed yield earning securitie.s. 
The greater injustice that has been done 
to preference shareholders is the non¬ 
admission of this category to the benefits 
of growth—share appreciation, further 
right issues, etc. 

Classification of the provisions in 
regard to share transfer is welcome, 
though one cannot understand how com¬ 
pany managements can be expected to 
apply to the company law board against 
their own omissions and defaults. 

Though t^e amendment to Section 113 
is unnecessary and the requirement about 
timely delivery of securities should have 
been enforced even otherwise, the inser¬ 
tion of a separate provision is welcome 

The need for amendment to Section 372 
to prevent the abuse of the exemption that 
was available only to further investments 
in subsidiaries in which investments had 
taken place again illustrates how the 
learned professions in the country aid and 
abet in the circumvention of law. There 
is a classic case of a company incor¬ 
porating four subsidiaries, with very col¬ 
ourful names of the stars that guide us, 
by merely providing in the incorporation 
documents for the control of their 
management, without any financial in¬ 
vestment that would attract the require¬ 
ments as to government approval. These 
four ‘subsidiaries’ subscribe to the shares 
of another family venture with funds ad¬ 
vanced by the first company—all to pro¬ 
mote faster growrth—with the shareholders 
of the first company kept out of any role 
in approving the investment. 

It is heartening to note that the Com- 
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Lie’s Group Insurance Scheme 
to benefit about three crore families 
of landless agricultural labourers 




On August 15,1987, India’s 40th 
Independence Anniversary, LIC launched 
the largest single Group Insurance 
Scheme of all times. This scheme will 
benefit every landless agricultural labour 
family in the country. Life insurance is 
being offered to the breadwinner of the 
family in the age group of 18 to 60 years. 

The premium under the scheme is 
only Rs.lO per annum for an insurance 


cover of Rs.lOOO. The premium will be 
paid by the Government. 

Each agricultural labourer covered 
under this scheme will be given an 
Identity Card duly certified by an 
authorised village level officer. 

It is the aim of LIC to reach all 
insurable persons in the country and to 
provide them adequate insurance cover 
against death at a reasonable cost. 


Lie — In the service of the people 

Jnsumnee Corporotton of Jtidia 


RAOEU8/LIC/4« 








pu$ Law Bond will have the right to- 
dir^ the removal of the auditors in cases 
falling under Section 408. In fact this 
riioidd be followed up with a provision for 
debarring such auditors hrom practice not¬ 
withstanding anything contained in the 
Chartered Accountants’ Act. 

The new provision requiring accounts 
to be maintained on accrual basis is a cor¬ 
rect step. One can argue that even under 
the existing law, the statements of 
accounts had to state clearly assets and 
liabilities so that there was an implied re¬ 
quirement as to accrual basis accounting. 

Some of the provisions regarding 
liquidation and compounding of offences 
are also welcome. 

Negative Provisions 

The omissions and in fact the negative 
provisions in the bill are not only objec¬ 
tionable but dishonest. During the last 
two years, the giving up of the right to en¬ 
force the law in the interest of one’s 
friends and relatives has been getting legal 
sanction. Witness the tax amnesty for tax 
evaders and the FERA amnesty for 
crooks. There was even talk of amnesty 
for customs duty evasion—in other words, 
smuggling. In human relations jargon 
their ‘inclusion’ is important as far as this 
government is concerned. In fact selective 
enforcement of t'ne law is becoming 
sinister. We will catch you only if you are 
not on our side. You have no business to 
complain that your neighbour is doing the 
same thing without being punished. Crime 
is only what we choose to recognise 
Equality before law is not equality before 
the law-enforcing machinery. 

The two currents of selective enforce¬ 
ment and abolition of legal impediments 
to mismanagement run parallel in the 
various amendments that are proposed. 
Amendments have been proposed which 
seek to destroy the basic structure of the 
Companies Act. Large scale evasion of the 
provisions relating to issue of prospects 
and prohibition against inviting subscrip¬ 
tions to shares or debentures without 
disclosing the true state of affairs of the 
company, the purpose for which funds 
were being raised, the interests of the 
dheaors in various contracts, etc, is now 
sought to be sanctiHed by amending Sec¬ 
tion 56 which permits a company to issue 
forms of application whh a small state¬ 
ment containing salient features of the 
prospectus. This can be interpreted by 
every company management to suit its 
purpose when there is not even an attempt 
to define what the salient features are. 
Similarly receiving annual accounts and 
reports that disclose fully the state of 
affairs of the company is no longer con¬ 
sidered a ri^ of those who own the com¬ 
pany. Seaion 219, ;s proposed to be 
amended, makes it sufficient for the com- 

,pany to circulate to its ithareholders a 
statement containing the salient features 


of the imnual accounts in the prescribed 
form. 

Those of us who are familiar with the 
publication of the so-called six-monthly 
results in the newspapers can imagine 
what is likely to be circulated. Disclosure 
is now an administrativrfbnction and not 
a statutory requirement. Knowing the 
predilections of the present government, 
one would not be surprised if through this 
process shareholders are kepi in the dark 
about the accounting manipulations that 
takes place and which are today conve¬ 
niently tucked away in obscure notes to 
the accounts. The provision for levy of a 
charge for supply of copies of accounts 
is a most reprehensible amendment. 
This divides the shareholders into two 
categories—those in power and those out¬ 
side the ruling clique. These amendments 
should be withdrawn. What is most sur¬ 
prising is that the right to frame rules or 
prescribe matters to be disclosed are not 
subject to any control. 

Similarly, instead of tightening the pro¬ 
visions of Section 314 to bring into the net 
of regulation all manners of new service 
contracts that are being entered into for 
the benefit of families that are in control, 
with of course very small stakes in the 
companies, government in its wisdom has 
diluted this provision taking upon itself 
the power to prescribe the limits upto 
which contracts falling within the scope 
of Section 314 need be subjected to the 
discipline of this .section. 

In fact company law itself contains a 
provision in one case Section (620) under 
which orders made by the government 
under delegated authority have to be laid 
on the table of both Houses of parliament 
in session for a certain minimum period 
before they are given effect to. Even this 
elementary courtesy is now being denied 
to the law-makers. 

The provision under Section 58-A em¬ 
powering the Company Law Board to 
grant extension of time for repayment of 
deposits is wholly objectionable. It is 
rather odd that such an order can be made 
by the Company l.aw Board on its own 
motion, or on the application of only 10 
depositors. It does not even require a 
meeting of the depositors to be called to 
ascertain the wishes of the majority of the 
depositors. All that the amendment re¬ 
quires is that 10 depo.sitors be found and 
1 m persuaded to make an application. One 
cannot understand how the Companies 
Act can interfere in a matter of contract 
between the depositor and the company. 
So far, only in cases of liquidation or 
schemes of compromise or reconstruction 
could the creditors* rights be altered. With 
unlimited licence to companies with 
extremely small capital who have shown 
no discipline in the matter of financial 
prudence and who are allowed to raise 10 
times their equity as deposits—thanks to 
the generosity of the I^erve Bank of 
India—such a provision is bound to have 


very serious repercussions. The section 
docs not even say that where there has 
been a default in the payment of any 
deposit on the due date the company 
could be prohibited from accepting fur¬ 
ther deposits. Nor need the fact that there 
have been defaults in payments of 
deposits be disclosed widely to caution 
other persons from making further 
deposit!!. 

Extension of time for validity of blank 
transfers, sought to be provided for in the 
amendment to Section 108, is a total 
nullification of the principles underlying 
the well thought out recommendations of 
the Vivian Bose Commission. The further 
dilution of this provision demanded in the 
name of the act of equity and protecting 
the ‘securities industry’ seems to be devoid 
of any economic .sense excepting that, in 
the name of economic liberalism, we are 
practising an illusion whereby trading in 
the stock market per se is sought to be 
made an index of economic growth. 

Aa OIJNTABII.ITV OF MANAGEMENTS 

What the bill does not seek to do is far 
more interesting. In spite of the ex¬ 
periences that we have gained, there is no 
attempt to increase the area of accoun¬ 
tability on the part of those who manage 
the affairs of companies. There is no 
reason why stringent provisions should 
not have been introduced to make all 
directors responsible for various defaults 
and losses caused to the company as a 
result of omissions and commissions. The 
practice of syphoning off funds based on ' 
a limited and narrow interpretation of 
Sections 314, 299, etc, should have been 
sought to be stppped. The time has come 
when in the interest of the healthy growth 
of the corporate sector and investors very 
strict standards of accountability should 
have been prescribed. It is well known that 
most shareholders do not attend annual 
general meetings. They do not have the 
capability to see through accounts which 
are patently untrue and unfair. Small 
minorities by virtue of family connections 
supported by the silent participation of 
the Financial institutions thus control vast 
empires with impunity. 

What is the system that we need to pro¬ 
vide a sound base for healthy manage¬ 
ment? Professionalism about which much 
has been talked about seems to be con¬ 
fined today to what is commonly known 
as creative accounting. The least that the 
government could have done is to make 
mandatory the election of directors by 
proportional representation. 

The delay in the publication of com¬ 
pany accounts sanctified by the law and 
further delay in the distribution of 
dividends should have been eliminated. 
If companies claim that they are in a posi¬ 
tion due to professional advancement, 
computerisation, etc, to produce half- 
yearly statements of accounts within tvyo 
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Tionths. there is no reason why annual ac- 
x>unts should not be circulated to the 
•hareholders within 60 days of the closing 
late. There is an increasing tendency for 
n«ry company to hold its annual general 
neeting exactly six months from the date 
7f closure of accounts. Shareholders can- 
lot in any case intervene to increase the 
lividends proposed: so why not require 
lividends to be paid as soon as the ac- 
:ounts are approved by the directors by 
suitably amending the law? 

Though technically the shareholders are 
utpected to scrutinise the annual report 
jf the directors and approve of them by 
1 formal motion, in practice shareholdings 
ire diffused and shareholders often do not 
lave the capability to match wits with 
hose in power so that the adoption of the 
:ompany’s accounts by shareholders at the 
innual general meeting is merely a for- 
nality and often a farce. The occasion of 
he amendment bill should have been used 
jy the government to introduce some 
nnovation in the matter of accountability, 
ncluding disclosure in the annual reports 
}f the purchases and sales of shares by the 
directors and their relations and the corn- 
sanies in which their relations are part- 
lers or shareholders. It should also have 
seen possible to introduce an element of 
iupervisory audit of the accounts by a 
:ommittee of shareholders who are not 
nembers of the board. Shareholders’ 
issociation should be recogni.sed and pcr- 
nitted to effectively participate in 
neetings in a representative capacity with 
1 right to speak and vote on behalf of ail 
cts members. It is well known that most 
auditors, besides the formal certification 
sf the accounts, to satisfy their conscience 
and to escape possible proceedings for 
professional misconduct, submit lengthy 
reports to the board commenting adverse¬ 
ly on various transactions and these are 
never brought to the notice of the 
shareholders. There is no reason why it 
should not be mandatory for such reports 
to be furnished to association of share¬ 
holders, trade unions, workers’ represen¬ 
tatives, etc. The initiative should now be 
taken by the institutional investors to sub¬ 
ject* the accounts to an independent 
scrutiny in which even the auditors should 
be closely examined. 

The provision of Schedule VI in rela¬ 
tion to accounts should have been suffi- 
:iently enlarged to provide for disclosure 
3f penalties imposed on companies for 
violations of other laws, the manner in 
which the company has accounted for its 
liabilities in respect of statutory dues, 
which is often described in the accounts 
by way of notes under the overall umbrella 
of ‘contingent liabilities'. Disallowance by 
the tax authorities of expenditure incur- 
the company due to insufficient 
lunnMtion or in excess of limits pre- 
tite tax statutes must be 
the shareholders. Above all, the 


total cost of management, without taking 
shelter under the illusion created by the 
tax statutes, should be known to the 
shareholders at their real cost to the com¬ 
pany. It is well known that a large part of 
the company’s expenditure is incurred by 
way of what are known as vouchers, but 
they never find any mention in any 
auditor’s report. All expenditure incurred 
should be subject to the strictest scrutiny 
from the point of view of their relevance 
to the company’s business. Uncontrolled 
diversion of funds for helping friends, for 
activities such as sponsoring sports events, 
etc, is increasing and needs to be examined 
strictly on the basis of the principle of 
ultra vires. Valuation and stock verifica¬ 
tion are, to say the least, perfunctory. 

The other innovation that ought to have 
been made is the withdrawal of the pro¬ 
tection of limited liability to directors and 
officers of the company who hold shares 
in the company under certain circum¬ 
stances: for example, in the case of com¬ 
panies which carry on business even after 
they have lost a substantial part of their 
capital or which fail to pay their creditors, 
particularly depositors, on time. 

Even in small local funds a provision 
used to exist whereby the statutory auditor 
could disallow certain expenditure as not 
relatable to the business of the local boldy 
and insist on its recovery from those who 
are responsible for the management of the 
local funds. Yet we find there arc several 
companies which use their organisations 
for the purpose of serving t he interests of 
the families that control them. New com¬ 
panies arc promoted in which the com¬ 
panies have no stake and all the expenses 
on promotion are somehow accounted for 
in the company which some of the direc¬ 
tors control. There is a very strong case 
in favour of such specialised audit 
disallowance and recovery from those who 
are responsible for management, in- 
cultural products has been declining in the 
adorn boards after retirement from posi¬ 
tions of authority. 

The narrow definition of officer in 
default should be given up and all direc¬ 
tors of the company, whether working or 
non-working, should be treated as officers 
in default for the purposes of the Act. 

There is no justification today for con¬ 
tinuing the provisions of Sbetion 372 in 
its present form. There should be an ab¬ 
solute prohibition on a company from in¬ 
vesting in the shares of another company 
or giving loans to other companies excep¬ 
ting out of its surpluses properly iden¬ 
tified and for purposes which are directly 
relatable to the business of the company. 
What we arc witnessing is a strange 
phenomenon of a company producing 
aluminium, promoting a company to pro¬ 
duce fertilisers merely because the com¬ 
pany will remain within the fold of a par¬ 
ticular member of a particular family. The 
representation of a company on the 


boards of directors of companies in whidi 
shares are held by the company should 
also be decided by the shareholders 
themselves and not by the board. 

We have been talking about workers’ 
participation in management, but nothing 
has been done in this direction. Merely 
providing for an occasional representative 
to sit on the board is not participation. 
What should have been done is that the 
company should be compelled to issue 
shares at par to its workers or to a trust 
on behalf of the workers without having 
to go through the formality of the provi¬ 
sions of Section 81. The quantum of such 
issue must be a matter for negotiation bet¬ 
ween the workers and the management no 
doubt, but even an enabling prescription 
has not been thought of in the current bill. 

Much has been said on managerial 
remuneration, a subject which is very 
close to the heart of the so-called profes¬ 
sional managers. It is time that the pro¬ 
visions of the Companies Act in regard to 
managerial remuneration are completely 
withdrawn and the directors are asked to 
seek the shareholders’ consent year after 
year for the total remuneration to be 
drawn by them. Perquisites should be 
totally abolished. If the tax incidence has 
to be reduced, let the tax law be amended 
to provide for lower tax on honest persons 
who declare all their income and not 
camouflage their income in the name of 
perquisites. Within the overall ceiling 
of a percentage of net profits, there 
need be no regulation in regard to 
managerial remuneration so long as the 
total remuneration is voted by the share¬ 
holders year after year—with a minimum 
of 90 per cent vote. One hopes that the 
institutions which have major share¬ 
holdings would at least enforce some of 
these disciplines pending such an amend¬ 
ment to the law. 

There is no justification for allowing 
the managing director of a company to 
function as a director elsewhere, much less 
as managing director of another company. 
One cannqt understand that people who 
profess their support for professional 
management should agree to the manag¬ 
ing director or a whole-time director func¬ 
tioning in any other capacity in any other 
organisation. The permission to adorn 20 
boards should be ended. Why should 
these worthy gentlemen not spend their 
whole energies and professional talent to 
build up a healthy corporate sector by 
limiting their attention to a few com¬ 
panies? A ceiling of five companies as the 
outer limit would be most rational. One 
important development in recent times 
that needs to be faced squarely is the ac¬ 
quisition of controlling interests in com¬ 
panies by new groups. We have also 
started believing that acquisition, take¬ 
overs and mergers represent real growth 
and progress, liiie provision in the Com¬ 
panies Act deal primarily with changes in 
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management and compulsion for the 10 
per cent minority to accept the takeover 
if 90 per cent have accepted the offer. 
Most small shareholders are left out of 
deals that are put through in a manner 
that the sale of controlling interest (not 
necessarily large percentages, so long you 
can control the management with the 
silent participation of the institutions and 
non-participation of shareholders with 
fragmented holdings) is profitable only for 
those who control without any benefit 
either to the company or to the smaller 
shareholders. Though there have been 
attempts to compel the buyers to pay the 
same price to the minority small share¬ 
holders willing to sell the shares, in actual 
practice this have never been enforced. 
The net result of this is that those in con¬ 
trol can, apart from regular syphoning off 
of profits and diversion of resources for 
family benefits, exercise authority for 
spending to benefit friends and relatives, 
dispose of the shareholdings to someone 
who sees greater scope for profiting at 
prices which have no relationship to real 
values based on earning capacity. So the 
vast unorganised shareholders neither par¬ 
ticipate in the prosperity of the company 
nor in capital appreciation at the time of 
takeover. 

The arrangements in respect of acquisi¬ 
tion of shares held by non-residents, 
including multinationals, are becoming 
more and more innovative. It is openly 
acknowledged that multinationals are no 
longer interested in selling their shares to 
residents, big or small, because the 
repatriation of foreign exchange has 
to be approved by the exchange control 
authorities and capital gains tax will have 
to be paid. So you devise a method of get¬ 
ting your own black mon^ to pay to the 
transaction through willing ‘service* 
organisations who will buy the shares but 
allow you to manage the company in 
India. You can even float dummy com¬ 
panies and buy the shares with assistance 
from ‘merchants* called merchant 
bankers. The government of India seems 
to be totally helpless. What happens to the 
small shareholders? The professional 
managers owing allegiance to one foreign 
master, helping him to take out money 
under one pretext or another, can now 
serveaheir new masters as well. The com¬ 
pany gains nothing nor the shareholders. 
(The board of directors including the 
institutibnal directors do not even seem to 
protest against all these ‘legal arrange¬ 
ments’.) The minimum that needs to be 
done is that any person holding more than 
10 per cent shares and represented on the 
board should offer the sale of shares only 
to the existing shareholders. 

Liquidation Provisions Ignored 

One had hoped that the least 
understood and the most complicated 


provisions of the law, relating to liquida¬ 
tion, particularly to make liquidation 
faster and least painful for the con¬ 
tributories and the creditors should have 
been taken up for serious examination. In 
fact one of the specific subjects with 
which the Sachar Committee had dealt at 
length related to liquidation of companies. 
Yet, the government has not even applied 
its miiid to this major problem of creditors 
and contributories waiting for several 
yean before legal processes are completed. 
Winding up of companies at the ap¬ 
propriate time or their compulsory 
amalgamation under Section 396 which 
should be enforced, particularly on group 
companies, and the expeditious realisation 
of the company's assets and their distribu¬ 
tion to the creditors should have received 
the highest priority. 

There is a need to give a shock to finan¬ 
cing institutions and banks who are quite 
happy to retain their first charge on pro¬ 
perties without bothering about the fate 
of othen. Certain types of defaults to the 
creditors of companies, such as payment 
to small-scale industries for supplies, 
depositors, small creditors, workers’ dues, 
etc, should by virtue of law have prior 
charge on the assets of the company, rank¬ 
ing above the rights of the secured 
creditors. Unless such a mandatory pro¬ 
vision is made, major institutions and 
banks would not even bother to find out 
the real state of affairs in regard to smaller 
creditors. 1 would therefore strongly sug¬ 
gest that all small creditors, small-scale in¬ 
dustries supplying materials to large 
industries, should agitate for a legal 
provision enabling their dues to become 
the first charge on the assets of the com¬ 
pany in the event of continued default 
exceeding 60 days. 

One of the specific subjects referred to 
the Sachar Committee was in regard to 
small companies. In this ‘socialistic pat¬ 
tern of society’ directors controlling only 
a small fraction of shareholdings in large 
companies get away with the protection 
of limited liability. Small businesses are 
mostly carried on as proprietary concerns 
or partnerships without the protection of 
limited liability. This class has neither the 
resources nor can it afford professional 
advisers whose costs are increasing day by 
day to register themselves as limited com¬ 
panies. A legislation for protection of 
small-scale industries contemplated 
several years ago is still languishing and 
one of the recommendations made at that 
time was to promote a new class of 
business enterprises as limited partner¬ 
ships, a provision which exists in some 
other undndeveloped countries. Even the 
credit guarantee scheme which was 
introduced to facilitate the flow of credit 
to small enterprises offers protection only 
to the bank or the lending institution, but 
not to the entrepreneur. Yet we are not 
tired of talking about venture capital and 


the like because it is fashionable to use 
new phrases without doing the elementary 
things that we ought to be doing. It is 
absolutely essential that either a separate 
law permitting incorporation of limited 
partnerships with certain minimum 
stipulations as to reserve liability and fur¬ 
nishing of accounts is brouj^t about 
immediately; alternatively, a separate set 
of provisions for small companies with a 
share capital of less than say R$ S lakh 
with no borrowings from the public ex¬ 
cepting public financing institutions or 
banks should be designed, retaining 
certain basic features such as annual 
accounts, audit, registration of charges 
and compulsory winding up, etc. 

The statement of objects and reasons 
to the bill claims that an independent 
company law board is being set up. All 
learned comments on this subject seem to 
have ignored that the company law board 
has bMn in existence for several years and 
the provision of Section lOE establising 
the company law board was enacted by' 
the Companies Act amendment of 1963. 
It is very strange that when the board is 
due to celebrate its silver jubilee now it is 
being claimed that an independent com¬ 
pany law board is being established. 

The cosmetic amendments which seek 
to create the impression that a new 
independen: company law board will 
come into existence does not in any way 
alter the fact that the company law board 
is still a creature of the government. The 
company law board is to be appointed by 
the central government. Its chairman is 
also to be appointed by the government. 
If it were to be an independent body, as 
is sought to be claimed, the least that 
should have been done is to prescribe the 
qualiHcations for the chairman and to 
provide for the appointment of the diair- 
man by the president under his hand and 
seal. The appointment of other members 
should be on the recommendations of the 
chairman. But as the provisions stand, the 
new ‘independent’ board will be nothing 
but a department of the government 
which is how it has always been function¬ 
ing. The provisions of Section 637(2) 
reserving major powers with the central 
government, including for managerial ap¬ 
pointments, intercorporate investments, 
appointment of directors under Section 
108 certainly make the claim that an in¬ 
dependent company law board is being 
established ridiculous. 


When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 
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Institute of Rural Management, Anand 


FACULTY RECRUITMENT 

The Institute of Rural Management, Anand, 
provides research, training and consultancy services 
to co-operatives and other organisations engaged in 
rural development. The Institute offers a two-year 
residential post-graduate programme in rural 
management. It also offers Management 
Development Programmes to practising managers 
of rural sector. Its activities having increased 
recently, IRMA now requires additional academic 
staff in the following fields: 

1. Finance & Accounting 

2. Strategic Management 

3. Legal Environment 

4. Rural Sociology 

5. Agricultural Economics with a basic 
degree in agriculture and specialisation in 
Policy, Planning and Development. 

6. Managerial Communication. 

The qualification required for faculty positions is a 
PhD in basic or applied field or a Master’s degree 
with sufficiently long and relevant experience. 

Given the nature of the Institute’s activities, persons 
with professional qualifications and practical 
experience in senior managerial positions or those 
with research and consultancy experience and 
publications to their credit, would be preferred. 
Chartered Accountants/Cost Accountants/Company 
Secretaries with relevant experience can also apply 
for serial No. 1 and 3 above. Applicants must also 
have aptitude for rural development oriented 
teaching, research and consultancy, concern for the 
rural people and a commitment to serve them 
through their own organisations. The decision of 
the Institute in all matters pertaining to the 
selection will be final. 

Pay scales: 

Assistant Professor/Associate Professor/Professor 
and Chair Professor: 


RS.1200-50-1300-60-1900/RS.1500-60-1800-100-2000/ 

RS.1800-100-2000-12S/2-2500. 

The pay scales are likely to be revised. Higher start 
may M given to deserving candidates ana Chair 
Professors. Suitable candidates can be considered 
for short-term appointment (3 months to 1 year) as 
Visiting Professors. Dearness allowance at Central 
Government rates, housing on the campus and 
benefits like contributory provident fund, 
contributory superannuation, medical insurance, 
group gratuity, vacation and leave travel 
concessions, etc., as per the rules of the Institute, 
are extra. 

Interested candidates may send their applications 
including particulars such as age, qualifications with 
divisions obtained, experience, details of research 
and consultancies undertaken and names of three 
referees, within one month from the date of 
publication of this advertisement, to: 

Director 

Institute of Rural Management 
. Post Box No.60, Anand W 001 


It It heraby notilied lor the Information ol ttia 
public that Tha naymond Woollan Mllla Uml 
ted propoaes to make an application to tha 
Central Government in the Department ot 
Company Atlaira, New Delhi, under aub- 
aeclion (2) ol the Section 22 ot the Monopollea 
and Reslnctiva Trade Practieee Act. 19ra, lor 
approval to tha eetabliahment ol a new unit, 
the brief particulars ol which are at under- 

1) Name and address ol the Applicant The 
Raymond Woollen Mills Limited. New Hind 
House. N M Marg. Ballard Estate. Bombay 
400 038. 

21 Capital Structure ol the applicant organi¬ 
sation (a) Authorised Capital- Re. 3000 laea 
(b) Issued and Subscribed Capital Rs. 137388 
lacs 

3) Management struchirs of the applicant 
organisation indicating the names ol the Dir¬ 
ectors including the Managing Directolr/ 
Whole-time Directors and Manager. It any 
Tha Company is managed by the Managing 
Director. Shri Vijaypat SInghania and by a 
Whole-time Director, Shri Madhupati Slngh- 
ania. subject to the superintendence, control 
and directions ol the Board of Directors 
consisting ot (i) Shri Vijaypat Singhania — 
Chairman & Managing Director (ii) Shri Ban- 
sidhar Somani (iii) Shri Vasantlal D. Mehta 
(IV) Shri V S Natarajan (Nominee of UTI) (v) 
Shri N.J Jhaveri (Nominee ot ICICI) (vi) Shn 
Madhupati Singhania (vii) Shn J P Thacker 
(viii) Shn D.G Aggarwal (ix) Shn M R. Shroff 
(X) Shn Nana Chudasama 

4) Indicate whether the proposal relates to 
the establishment ot a new Undertaking or a 
new Unit/Division Esiabiishment of an Unit 
of the Company 

5) Location ol the now Undertaking/Unil/ 
Division Change ol iocation from viilage 
Rajegaon in the District ol Balaghai (Madhya 
Pradesh) to Maianpur. District Bhind (Madhya 
Pradesh) 

6) Capital structure ot the proposed Under¬ 
taking Not applicabie 

7) In cas the proposal relates to the produc¬ 
tion, storage. supply, distrubution. marketing 
orcontrol'ol anygoods/articles.indicate (I) 
Names ot goods/articles Textiles made wholly 
or in part ol synthetics, artificial (man-made) 
fibres including yarn and hosiery of such 
fibres and manufacture ol textiles made wholly 
or in jsart ol cotton to avail ol fuller libra 
flexibility under the Textile Policy (ii) Pro¬ 
posed licensed capacity SCXXX) spindles and 
1500 looms (ill) Estimated annual turnover: 
Rs 48,770 lacs. 

8) In case the proposal relates to the provision 
ot any aarvics. slate the volume ol sctWiiy m 
torma ol usual measurea such as value, In¬ 
come, turnover etc - Not appileabis. 

8) Cost of tha Project: Esilmalad cost ol pro¬ 
ject- Rs. 33.500 lacs 

10) Scheme ol finance indicating the amount 
to be raised from each source. The estimatad 
cost ol Rs. 33.500 lacs is to be llnanead as 
under. (1) Suppliers'credIt/ForeIgn Currency 
Loan from Banks 8 Financial Institutions 
Issue ol Debentures of Rs. 25,500 lacs (2) 
internal accrudle Rs. 8,000 laca. Total Ra. 
33,500 lacs. 

This advertlsmaent is made pursuant to the 
application ol the Company lor change ol 
location ot the undertaking to Maianpur, 
District Bhind (Madhya Pradesh) from DIatriet 
Balaghat (Madhya Pradesh) lor which Ll:187- 
(1987)/ReBn. No. B13(8e)-IL/SCS dated 8-4- 
1867 was asrtier received. 

Any parson interested in the matter may 
makes representation inquadrupileatetothe 
Secretary, Department ot Company Affairs. 
Government of India, Shastrl Bhavan, New 
Delhi, within 14 days from tha date of the 
publication ot this notlcs, intimating his views 
on the proposal and Indicating the nature of 
his interest therein. 


For Tha Raymond Wollan Mills UmNai 


Registered Ofilea: 

New Hind House, 
Narottam Morarjw Marg, 
Ballard Estate. 

Bombay 400 038 


A M. BHAT 
Sacralaty 


Date November 12,1887 
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Inflation Gaining Momentum 


The rise in the indejc of wholesale prices in the first seven months 
of the current financial year has been the highest for this period 
since 1986. Worse, the sharpest increases have been in the prices 
of items of mass conswnption. 


THE acceleration in the rate of inflation 
noticed since first week of October con¬ 
tinued unchecked and the wholesale price 
index recorded an increase of 8.4 per cent 
in the Hrst seven months (April-October 
1987) of fiscal year 1987-88, the highest 
since 1980 (Tabic 1). The year on year 
variation works out to 6.6 per cent, the 
same as in the comparable period of last 
year. On an average basis the price rise at 
6.1 per cent during the period under 
review has been more than the 5 per cent 
rise recorded during the corresponding 
period of last year, looking at Ikble 3 it 
is clear that much the larger increases have 
taken place in items of mass consumption 
like wheat, jowar, bajra, gram, potatoes, 
chillies, gur, turmeric and cotton textiles. 


been showing an increase, per capita 
availability of pulses has been on the 
decline. Even the government policy of 
importing pulses during the year and 
reducing the custom duties on imported 
pulses apparently did not have much im¬ 
pact on the prices of pulses. 

Contrary to past trends, prices of fruits 
and vegetables have recorded a relatively 
lower rate of growth of 6 per cent during 
the current year as compared to an in¬ 
crease of 24.1 per cent in April-October 
1987, which was mainly due to a fall in 
banana prices (Ikble 3). Sizeable increase 
in the prices of chillies (84.4 per cent) and 
turmeric (25.4 per cent) resulted in the 
spiral of condiments and spices prices by 


42.9 per cent during the year as compared 
to a rise of 2.6 per cent last year. 

Although prices of the sugar group as 
a whole have increased by 21.6 per cent 
during the year so far as against 17.8 per 
cent last year, within the group the 
movements were disparate. A record pro¬ 
duction of 8.5 million tonnes of sugar 
coupled with larger release of sugar for 
free sale restricted the sugar price rise to 
2.1 per cent as against 8.3 per cent last 
year. Gur prices, on the other hand, ac¬ 
celerated by 30.1 per cent as against 27.8 
per cent last year. 

Scarcity of fodder for cattle due to 
drought perhaps reduced milk production 
which in turn has pushed up the prices of 
milk by 8.4 per cent during the current 
fiscal year contrasting with a fall of 15.3 
per cent last year. The prices of raw cot¬ 
ton spurted by 19.2 per cent and raw jute 
went up by 11.2 per cent, which pushed 
up the price index of fibres by 16 per cent 
during 1987 in contrast to a fall of 3.1 per 
cent last year. While low production of 
raw cotton due to drought in producing 
stales like Maharashtra may have been 


The seasonal downtrend in wholesale 
prices beginning from end-August this 
year lasted only upto end-September 
(instead of upto cnd-December) when the 
general price recorded a fall of 1.8 per cent 
mainly due to fall in the prices of seasonal 
commodities (3.5 per cent; sec Table 2). 
Between end-September and end- 
November the price rise stood at 1.1 per 
cent, compared to the fall of 1.5 per cent 
recorded in last year's corresponding 
period. 

The rise in seasonal commodities upto 
end-October this year at 14.9 per cent was 
one percentage point more than that 
recorded last year. However, its contribu¬ 
tion at 79 per cent to the general price rise 
was lower than the 81 per cent contribu¬ 
tion in the corresponding period of 1986. 
Cereals rose as much as 10.6 per cent 
during the year as compared to a lower 
rise of 2.7 per cent last year. Of this, the 
rise in rice price at 11.6 per cent during 
the period was almost of the same order 
as recorded last year. Wheat, jowar, and 
bajra on the other hand .moved up 
significantly, contrary to the d^lines 
recorded last year, obviously due to loss 
of crops on account of the drought in 
many producing states (Tkble 3). The 
prices of pulses accelerated by 25 per cent 
as against a decline of 7.3 per cent last 
year. Mass consumption items like gram 
and arhar registered subsuntial increases 
(Ihble 3). Though overall jM^oduction has 


TAHih 1: Trends in Wholesale Prices Index—Major Groups 

(Percentage increase) 



Weight 



_April to October 



1987- 

88 

■ '1986- 
87 

1985- 

86 

1984- 

85 

1983- 

84 

1982- 

83 

1981- 

82 

All commodities 

1000 

8.4 

7.0 

4.2 

6.8 

7.9 

5.1 

3.7 



(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

Seasonal commodities* 

481 

14.9 

13.5 

7.0 

10.0 

13.4 

7.5 

1.6 



(77) 

(81) 

(71) 

(63) 

(70) 

(61) 

(19) 

Administered prices** 

157 

1.0 

0.9 

2.0 

3.8 

2.4 

4.4 

6.8 



(3) 

(3) 

(12) 

(14) 

(8) 

(22) 

(46) 

Others * 

362 

5.1 

3.5 

2.2 

4.9 

5.3 

2.6 

4.0 



(10) 

(16) 

(17) 

(25) 

(22) 

(17) 

(35) 


Notes: Composite index of cereals, pulses, fruits and vegeubles, milk and milk products, 

eggs, flsh and meat, condiments and chillies, other food articles, fibres, oilse^s, sugar 
group and edible oils. 

Composite index of crude petroleum, coal mining, mineral oils, electricity, fertilisers, 
centpnt, iron and steel group and non-ferrous metals. 

Composite index of all other groups, viz, other non-food articles, metallic minerals, 
other ihinerals, food products except sugar group and edible oils, beverages groups, 
paper and paper products, leather and leather piquets, rubber and rubber products, 
chemical and chemical products except fertilisers, non-metallic mineral products except 
cement, metal products, machinery and transport equipment and miscellaneous 
products. 


Table 2: Phase-wise Movements in Whoi.esale Price Index 

(Percentage change) 



Weight 


1987-88 


1986-87 


1985-86 


A 

B 

C 

A 

B 

C 

A 

B 

C 

All commodities 

1000 

9.1 

-1.8 

1.2 

6.3 

0.3 

0.4 

3.9 

-0.7 

1.0 

Seasonal commodities 

481 

17.4 

-3.5 

1.4 

12.4 

-10.3 

12.6 

7,2 

-1.5 

1.4 

Administered prices 

157 

1.1 

0.1 

— 

0.7 

— 

0.2 

1.6 


0.4 

Others 

362 

3.9 

-0.6 

1.7 

2.9 

15.7 - 

■13.1 

1.5 

-0.3 

1.0 


Notes: A = End-March to end-August. 

B s End-August to end-September. 
C a End-September to end-October. 
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Table 3; Movements in Wholesau Price Index 
Selected Commodities 


(Percentage change) 



Weight 

1$87-8B 

April to October 
1986-87 

1985-86 

All commodilieB 

1000.00 

8.4 

7.0 

4.2 

Seasonal eommodiUes 

4n.so 

14.9 

13.5 

7.0 

Cereals 

107.43 

10.6 

2.7 

9.3 

Rice 

51.31 

11.6 

11.2 

9.1 

Wheat 

34.17 

6.0 

-3.0 

6.7 

Jowar 

8.39 

0.2 

-1.6 

2.4 

Bajra 

5.64 

22.5 

-11.8 

28.2 

Pulses 

21.79 

25.0 

-7.3 

15.6 

Gram 

10.39 

36.8 

-22.3 

22.7 

Arhar 

5.24 

20.4 

35.2 

15.8 

Fruits and vegetables 

61.32 

6.0 

24.1 

19.0 

Bananas 

6.48 

-24.2 

19.5 

21.0 

Potatoes 

10.12 

62.8 

94.6 

161.1 

Milk and milk products 

61.50 

12.4 

12.9 

3.7 

Milk 

45.19 

8.4 

-15.3 

6.9 

Condiments and spices 

10.94 

42.9 

2.6 

3.2 

Chillies 

5.02 

84.4 

-24.1 

1.9 

Hirmeric 

1.26 

25.4 

-17.3 

12.5 

Other food articles 

16.04 

-2.7 

19.6 

-19.0 

Iba 

11.49 

0.2 

24.0 

-22.2 

.Sugar group 

72.41 

21.6 

17.8 

27.4 

Sugar 

21.91 

2.1 

8.3 

13.3 

Gur 

45.58 

30.1 

27.8 

32.4 

Edible Oils 

37.16 

22.6 

29.2 

-6.7 

Groundnut oil 

14.15 

25.6 

28.6 

-2.4 

Mustard oil 

6.68 

48.9 

48.3 

-0.7 

Coconut oil 

3.50 

20.6 

52.9 

-31.9 

Fibres 

31.73 

16.0 

-3.1 

-31.1 

Raw cotton 

22.46 

19.2 

-6.1 

-14.5 

Oil seeds 

42.01 

32.9 

33.1 

11.3 

'Groundnut 

18.21 

32.9 

29.8 

4.0 

Mustard seed 

8.22 

55.9 

52.0 

0.3 

Copra 

4.49 

22.9 

66.7 

-27.3 

Administered pricM^s 

156.67 

1.0 

0.9 

2.0 

Non-ferrous metals 

11.78 

4.4 

-1.3 

3.0 

Electricity 

24.00 

4.9 

6.7 

14.3 

Othera 

362.03 

5.1 

3.3 

2.2 

Cotton textiles 

81.02 

3.7 

-0.8 

1.0 


Table 4: 

Percentage Variations in Consumer Price 
(Industrial Workers) Index 




Weight 



April to August 



1987- 

88 

1986- 

87 

1985- 

86 

1984- 

85 

1983- 

84 

1982- 

83 

Consumer price index 

100.00 

7.3 

5.3 

5.5 

5.0 

9.4 

6.8 



(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

Food index 

60.92 

9.3 

6.7 

6.3 

5.8 

12.8 

8.2 



(80) 

(79) 

(72) 

(74) 

(87) 

(78) 

Pan, supari, etc 

4.79 

2.4 

2.9 

6.4 

4.5 

3.2 

1.1 



(2) 

(3) 

(6) 

(4) 

(2) 

(1) 

Fuel and light 

5.77 

2.7 

3.1 

3.9 

3.6 

2.9 

6.2 



(3) 

(5) 

(6) 

(5) 

(2) 

(7) 

Housing 

6.26 

9.2 

2.5 

5.6 

5.6 

5.9 

4.3 



(4) 

(2) 

(4) 

(3) 

(2) 

(2) 

Clothing, bedding, etc 

8.54 

1.0 

2.2 

3.5 

1.2 

2.0 

3.0 



(1) 

(3) 

(5) 

(2) 

(2) 

(4) 

Miscellaneous* 

13.72 

5.8 

3.4 

3.0 

5.2 

4.4 

4.3 



(10) 

(8) 

(7) 

(12) 

(3) 

(8) 


yVorcR Figures in brackets represent weighted contribution of each group to the uptrend in the 
general index. 

* Mainly service items. 
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responsible for the increase in prices, fall 
in production of raw jute estimated at 60 
lakh bales together with reported smug¬ 
gling of the fibre to Bangladesh from 
India may be the factors behind the jute 
price increase. 

Oilseeds prices have spurted by 32.9 per 
cent during the current year, almost the 
same as last year, mainly because of the 
rise in groundnut prices (32.9 per omt) . 
and rape and mustard seed prices (55.9 per 
cent). As a result, prices of edible oils went 
up by 22.6 per cent during the year. As 
against a demand of about 51.4 lakh ton¬ 
nes of edible oils, the production in 
1986-87 has been estimated at 35 lakh ton¬ 
nes. Increased imports and allocation of 
a larger quota for the public distribution 
system did not apparently dampen price 
eipectations. 

Admimstered commodity prices moved 
up marginally by 1 per cent, mainly due 
to upward revision in non-ferrous metals 
like tin, lead, nickel, etc, and the mark¬ 
ing up of electricity tariffs. The gains in 
world market prices of lead, nickel, and 
tin and the depreciation in the value of 
the rupee vis-a-vis the pound appear to 
have forced the official pricing committee 
for non-ferrous metals to revise the prices 
upward periodically. 

Among the other manufactured pro¬ 
ducts prices of cotton textiles went up by 
3.7 per cent during the period under 
review compared to a fall of 0.8 per cent 
last year, partly due to the flare up in raw 
cotton prices and partly due to an increase 
of demand for cloth during 1986-87. 

Conforming to the trends in the whole¬ 
sale price index, the consumer price index 
(industrial workers) recorded an increase 
of 9.3 per cent (April-October 1987) as 
compared to 7.4 per cent last year. This 
is the highest increase since 1983. The 
major thrust came from the food index. 
The services component, including 
transport, personal care, tailoring, 
medicare, etc, included in the consumer 
price index calculation, with a weight of 
13.72 per cent, contributes about 10 per 
cent to the increase in the consumer price 
index. Normally the services component 
tends to follow the movements in the food 
index though with a time lag. The food 
and services components together, on 
weighted basis, account for 85 to 90 per 
cent of the consumer price index move¬ 
ment. Daring the review period (April- 
August) both the food and services groups 
contribated more to the rise in the con¬ 
sumer price index than they did in 1986-87 
(Ikble 4). 
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Indian Express and the Paternal 
Triangle 

SununU Baneijee 

Recent devdopments connected with Indian Express raise 
important issues of dvil liberties: the freedom of proprietors to 
bring out the newspaper at whatesaer cost, against the fr^om of 
the workers to strike for highar wages; the freedom of journalists 
to select nem against the freedom of others to gain access to the 
press to publish thdr part of the story; the freedom of the public 
to have access to information against the freedom of the 
government to suppress news. 


THE dust raised by the Indian Express af¬ 
fair tends to puff up a great deal of mysti¬ 
fication around certain received notions 
about ‘freedom of the press' in India, and 
cloud some emerging trends that have 
disturbing implications for the rights and 
obligations of Indian journalists. 

Editors and political commentators as 
well as managers of the press establishment 
have plunged into the debate over whether 
editors should share managerial respon¬ 
sibilities to ensure the regular publication 
of a newspaper that would enable them 
to exert their ‘freedom of expression’ as 
guaranteed under Article 19(l)a of the 
Constitution, or whether such participa¬ 
tion in managerial functions amounts to 
a violation of the traditional norm of a 
strict demarcation between editorial 
autonomy on the one hand, and mana¬ 
gerial responsibilities relating to industrial 
disputes on the other (</ Times of India 
editorial of October 30; N S Jagan- 
nathan’s centre-page piece in Indian Ex¬ 
press of November 11; P R Krishna- 
moorthy’s letter in Times of India of 
November 21; H K Paranjap^s centre- 
page piece ‘in Economic Times of 
December 9. to quote a few from what 
have appeared in the national dailies till 
now). 

The debate being carried on in the na¬ 
tional dailies—though welcome and 
necesssny—seems to remain confined to 
the two-dimensional area of relations bet¬ 
ween journalists and the proprietors. The 
third dimension—the role of the non- 
journalist employees, mainly those involv¬ 
ed in miming the press—is hardly touched 
upon. A newspaper establishment depends 
on a triangular arrangement—colla¬ 
boration among three sides: the manage¬ 
ment, the editorial side (Comprising the 
journalists) and the non-journalist 
workers., including those in charge of 
distribution and the huge array of dlf- 
ferent cat^ories ofmanual labourers who 
are easential for running the newspaper 


establishment. It is this third side of the 
triangle, the workers, which plays a 
decisive role in the daily operations of a 
newspaper establishment. Even if the 
other two sides conjoin, without the 
workers, a newspaper cannot be printed 
and distributed. (The increasing trend 
among newspaper owners in the West to 
replace the print workers with computeris¬ 
ed technology and the trade union efforts 
there to prevent, or at least delay such 
replacement become understandable in 
this context.) The complexities of the 
Indian Express strike should be viewed 
within the framework of this triangle, each 
side pursuing its respective perceived 
goals, conflicting and converging at dif¬ 
ferent levels. But are these three sides 
equally free to pursue their respective 
goab? 

It is disingenuous to imagine that all the 
three partners enjoy equal status in the 
triangle; as long as in practical terms only 
those in positions of power and privilege 
can own newspapers and sustain the 
highly expensive operation. Both the First 
and Second Press Commissions have in¬ 
dicated that market access to newspaper 
ownership is severely restricted and un¬ 
equal bet««en>those with and without large 
capital resources, resulting in the shrink¬ 
ing of press diversity at the national level. 
The domination of the national news¬ 
paper scene by big business houses has 
been an i»ue of debate for years in India. 
Without going into the details of that old 
debate; we can safely deduce from the fin¬ 
dings of the two Press Commissions and 
the Fact Finding Committee on News¬ 
paper Economics that both the journalists 
and the non-journalists are dependent on 
the owners and their control of editorshii^ 
instead of being a factor of production 
equal in status and power to that of the 
owners. In all the important matters—the 
type of newspaper, the frequency of ser¬ 
vice; the social and economic class of 
readership aimed at, the appointment of 


editors and journalists, and even the 
news/editorial content—the ultimate deci¬ 
sion lies with owners as controllers, rather 
than with the intellectual (journalists) or 
manual (printers) workers as producers of 
news, press content or the paper itself. The 
claim of ‘freedom of press’ by the work¬ 
ing journalists should be assessed in the 
context of this prevailing situation. 

In the operative triangle of Indian 
newspapers, only one side—the manage¬ 
ment representing the proprietors—has 
paternalised over the other two sides. In 
a cunning manoeuvre, the big business 
house owners (as well as some of the tradi¬ 
tional family concerns owning some 
major language dailies) have usurped the 
slogan of ‘freedom of press' to cajole and 
co-opt the journalists into a strategy that 
may operate against the interests of the 
workers, but can lure the journalists to the 
illusion that they are ‘free’ to nail society’s 
wrong-doers and are thus carrying out 
their responsibilities. As for the third side 
of the triangle—the non-journalist 
workers—the paternalist management 
first tries to bully them (when they fight 
for their trade union rights and economic 
demands), and then split their unions 
(which is easy to do, given the fragmen¬ 
tation of power within the unions, the 
complexity oi payment systems, the diver¬ 
gence of interests among the workers— 
the print workers, the peons, and the dif¬ 
ferent categories of manual employees). 

Important aspects of civil liberties con¬ 
flict in this area—the freedom of pro¬ 
prietors to bring out the newspaper at 
whatever cost, against the freedom of the 
workers to strike for higher wages; the 
freedom of journalists to select news 
against the freedom of others to gain ac¬ 
cess to the press to publish their part of 
the story; freedom of the public to have 
access to information against the freedom 
of the government to withhold news. 

In the case of Indian Express, all these 
conflicts have assumed distressing propor¬ 
tions. Within the internal triangle of the 
paper, a convergence of interests between 
the management (following the objective 
of bringing out the paper) and the jour¬ 
nalists (pursuing the goal of freedom of 
expression), became an unsettling factor 
in the balance of forces. The striking 
workers were pushed to the wall and vir¬ 
tually isolated. It must be remembered 
that the strike was taking place at a time 
when the government was resorting to vin¬ 
dictive measures against the Express group 
of papers out of pure political malice 
because of the groups consistent exposure 
of the Rajiv Candhi government’s dubious 
deals. It selected Indian Express for issu¬ 
ing show cause notices, raids and inter¬ 
rogations on charges, among other things. 
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of breaches of the lease deed in the Delhi 
building, although similar charges 
of breaches of law have been pending 
against several other newspaper establish¬ 
ments like the Times of India, Daily 
Pratap and Tej which however have been 
spared so far the ham-handed raids and 
interrogations. It is thus obvious that the 
sudden awakening of the Directorate of 
Revenue Intelligence and Income Tkx of¬ 
ficers to the lapses of the Goenkas had 
more to do with the political rather than 
the financial offences of the Express 
group of papers. 

But while it is certainly necessary to 
support the Express campaign against the 
government’s efforts to withhold informa¬ 
tion, and to denounce the administration’s 
attempts to stifle its right to investigate 
and publish such information, it is equally 
essential to look in more detail at the 
degrees and forms of suppression of in¬ 
ternal democracy within the Indian Ex¬ 
press establishment. No newspaper can 
claim to function as a voice of freedom 
without itself granting that freedom to its 
employees. 

To begin with, the main demand of the 
striking employees was payment of 20 per 
cent bonus to bring the Delhi edition 
workers on par with the Bombay office 
workers who had been getting bonus at 
that rate every year. The proprietor’s argu¬ 
ment about inability to pay at that rate 
because of alleged losses, is not sus¬ 
tainable in the light of the principle of 
wage fixation enunciated by the Wage 
Board as far back as 19S7, when it decided 
to group all the constituent units of the 
same group or chain of papers in the same 
class in which they would fall on the basis 
of the total gro.ss income of the entire 
establishment. Justifying the principle, the 
then chairman of the-Wage Board observ¬ 
ed; “All the accounts of the constituent 
units in the same group or chain are 
merged together with the result that tne 
losses of the weaker units are borne from 
the high income of prosperous units’’ 
(minutes of the Wage Boar^ meeting from 
April 22 to 24, 1957). 

, Secondly, the strike notice given by the 
Indian Express Employees’ Union follow¬ 
ed a series of negotiations with the 
management since 1986 when both the 
journalisu and non-journalists went on 
strike for seven days demanding 20 per 
cent bonus, among other things. The 
management had been promising to con¬ 
sider the demands but no concrete con¬ 
cessions were forthcoming. The union 
finally gave a call for an indefinite strike 
with effect from October 14. 1987. The 
propaganda that the strike was engineered 
by Congress(I) and the government to pre¬ 
vent Indian impress from coming out and 


npose the government’s misdeeds has 
really no legs to stand upon in the light 
of the above history of the dispute. In fact 
the union had stood faithfully by the 
management during the Emergency when 
the going was tough for the establishment. 
Even recently, all through the exposures 
of the Fairfax-Bofors affairs, the workers 
never interfered with the publication of 
the paper. The congress(l) in any case 
would not touch with a barge-pole T M 
Nagarajan, the president of the union, a 
Marxist trade unionist, who some time 
ago led an agitation of the workers of 
Rajiv Gandhi’s National Herald against 
the Congress(I) management of the paper. 

Thirdly, it should be recalled that ini¬ 
tially the strike was joined by a majority 
of the union members, although at a later 
stage they gradually dissociated them¬ 
selves from the hard core of the union 
leadership. The bulk of the 450 union 
members (out of a total staff strength of 
670) supported the strike decision by sign¬ 
ing their names at the general body 
meeting. Their gradual withdrawal was 
due to various factors—lack of a sustain¬ 
ed support from and solidarity actions by 
unions in the other units of the Express 
group of papers; pressures from the 
management to isolate the striking 
workers by branding them as Congress(I) 
agents and thus threatening them with the 
loss of public sympathy; and finally, the 
management’s success in splitting the 
union and making its general secretary 
sign an agreement which while conceding 
some minor demands resisted the original 
demand of 20 per cent bonus. The 
original core of the union leadership head¬ 
ed by T M Nagarajan. which along with 
a handful of workers stuck to the strike 
even after the majority had resumed 
duties, will also have to do some soul- 
searching to find out whether there was 
any lapse in the conducting of the strike 
which could have led to the loss of sup¬ 
port of the majority of the workers. 

We should now come to the other side 
of the triangle—the editorial side. 
Although the Express Employees’ Union 
is a composite union, very few journalists 
were active members. Although there have 
been rare instances of union interference 
with editorial functions in Indian news¬ 
papers (the Second Press Commission has 
quoted three instances—one in Calcutta 
in 1979, the other two in Patna and 
Bombay in 1981), the increasing asser¬ 
tiveness of trade unions in the newspaper 
establishments is often regarded by ^tors 
and senior journalists as a token of the 
encroachment of organised labour into 
the traditional domain of the fourth 
estate. Very few senior journalists engage 


in union activities, even when such ac¬ 
tivities are associated with specific 
demands of the journalists. The younger 
jburnalists usually go along with their 
seniors out of a .sense of duty often 
parading as ’team spirit’. One could inter¬ 
pret this attitude of fighting shy of 
unionism as playing safe and be on the 
right side, given the proprietors’ ’freedom’ 
to Tire editors and journalists. It may be 
recalled that in Indian Express itself, 
Ramnath Goenka unceremoniously 
removed V K Narasimhan and still later 
(in 1982) Arun Shourie, when he pre¬ 
sumably felt that they were no longer 
necessary, or were becoming a liability for 
his other interests—industrial, political or 
otherwise. After having been fired by 
Goenka in 1982, Arun Shourie explained 
the reasons: “.. .today... he thinks that 
there is no alternative to Mrs Gandhi... 
Mrs Gandhi has been sending confusing 
, .signals to him...’’ (interview with Facets, 

^ Januaty-February, 1983). 

It is thus obvious that the real power 
of the press finally rests with the owner, 
who enjoys more ’freedom’ than the 
others in dcci.sions about the number of 
pages, the ratio of advertising to 
editorials, and also in matters like the 
selection of an editor and the news con¬ 
tent whicii would suit the proprietorial 
interests—which change depending on the 
owner’s relations with the powers that be. 
It is within this paternal straitjacket that 
the journalists are allowed to assert their 
’freedom of expression’. Yet, while very 
rightly Indian editors and senior journa¬ 
lists condemn biased reporting in the. 
government-controlled media, they 
seldom pause to ponder whether their 
own papers which are controlled by 
private concerns allow them the right to 
report faithfully another side of a story, 
or express another point of view which 
might be contrary to the owner’s interests. 
Has Indian Express, for instance, ever 
carried reports about strikes in a Goenka 
industrial concern? 

While it is generally assumed that the 
private ownership of the press in India 
provides the guarantee of the newspaper’s 
so-called freedom from political pressures 
and from governmental interference, it is 
often forgotten that profits from adver¬ 
tisements have been the biggest cushion 
that allow the proprietors to flaunt their 
‘freedom’. In order to buy the so-called 
independence, the private owners have 
reduced their newspapers to a state where 
the readers often feel compelled to echo 
that oft-quoted deflnition of news by a 
wag: “news is what they put between the 
advertisements’’. The two Press Commis¬ 
sions as well as the Fact Finding Commit- 
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tee on Newspaper Economy have recorded 
how advertisement-news ratio in the ma¬ 
jor national dailies (mostly owned by big 
business houses) had gone up from 20:80 
in the 1950s to almost 70:30 in the 1980s. 
Yet, the editors and senior journalists of 
these newspapers who champion the cause 
of ‘freedom of press’ have been rarely 
found to demand from their employers 
more space for news and editorial content 
in the papers—a demand which pertains 
to the concept of ‘editorial independence*, 
even if we excuse them for failing to sym¬ 
pathise with the rights of the workers, the 
third leg of the newspaper tripod without 
whom it would collapse. 

Genuine concern for ‘freedom of press’ 
should have led Indian journalists to de¬ 
mand journalist’s control over the content 
of both news and commentary in the press 
and internal democracy—a demand which 
in India is allowed to go by default even 
by the journalists’ trade union movement 
on the assumption that nothing can be 
done in that direction since it is the piper 
(the newspaper owners) who calls the 
tune! Yet. in some countries in Europe, 
journalists have made a beginning in 
demanding participation in running 
newspapers even when they are owned by 
powerful private concerns, and have suc¬ 
ceeded to some extent. We can recall the 
French and West German movements (in 
the late 1960s and early 1970$) to set up 
elected editorial councils (conseils de 
redaction and Statutenbewegung, respec¬ 
tively). Various patterns exist for the co¬ 
operative ownership of a newspaper by its 
staff (for instance Le Monde), which aUow 
for external investment without conceding 
any rights of control over content to the 
investor. In India, however, the journalists’ 
movement has not yet come to grips with 
the basic question of editorial indepen¬ 
dence, beyond demanding off and on state 
intervention in the form of delinking of 
newspapers from businm establishments 
and diffusion of ownership. 

It is In this overall context of the failure 
to assert editorial independence, that the 
role of Indian Express journalists during 
the recent strike should be viewed. The 
editor of the paper and some of the senior 
journalists employed there are peddling 
the view that since it is the duty of every 
newspaper to come out, rain or shine, and 
since the majority of the workers wanted 
it to come out, the journalists along with 
the willing workers were duty-bound to 
enter the newspaper office overcoming ail 
obstructions to bring out the paper (</ 
N S Jagannathan’s centre-piece in Indian 
Express of November 11). But the ques¬ 
tion remains, if the majority were willing 
to join, why was it necessary for the editor 


to seek the help of BJP volunteers on 
October 28 to enter the office? The 
editorial explanation is that there were 
good reasons to believe that the police 
protection that was sought for and obtain¬ 
ed might not have been enough. But in the 
event, it was found that the police provided 
the sought after protection by beating up 
the striking workers and their supporters 
(workers from the neighbouring office of 
Times of India) who tried to prevent the 
witling journalists and workers from 
resuming their duties. 

The controversy over the October 28 
event raises certain important questions. 
Newspapers should surely come out ‘rain 
or shine*, or as Jagannathan adds; “The 
show must go on’’. But whose show is it? 
Who is responsible for bringing out the 
newspaper? We are back again to the old 
paternal triangle. The ‘show’ is dominated 
by the business house owner, and the 
newspaper can come out, rain or shine, 
with the collaboration primarily of the 
print workers. (Even if the journalists go 
on strike, the management can bring out 
the newspaper with news from the agen¬ 
cies.) In a dispute between the manage¬ 
ment and the workers, what should be the 
role of the editorial staff? The Second 
Press Commission reiterates the tradi¬ 
tionally accepted norm in this matter: “He 
[the editor] represents the editorial side of 
the newspaper and his status and inde¬ 
pendence mean the status and indepen¬ 
dence of the editorial staff!’ By interven¬ 
ing in a dispute primarily between the 
management and the workers—and by a 
physical intervention for that matter—the 
editorial side of Indian Express has set a 
new norm in Indian journalism. If a 
triangular collaborative arrangement is 
necessary for bringng out a newspaper, 
why should the editorial staff collaborate 
with the management only? Does it not 
betray a bias, a misdemeanour which is 
regarded as anathema in the journalistic 
profession? How can we reconcile the 
much propagated principle of objectivity 
in reporting with active partisanship in 
favour of the management in a trade 
union dispute? 

What were the options for Indian Ex¬ 
press editorial staff? Objecting to the 
suggestion that the journalists should have 
taken a neutral stand in the dispute, some 
conscientious observers have pointed out 
that it would have been immoral for the 
journalists to sit idly at home and insist 
on being paid their salaries (c/H K Paran- 
jape’s centre-piece in Economic Times of 
December 9). But then, if they suffered 
from pricks of conscience, they could have 
refused their salaries during the strike 
period—a stand taken by a few journalists 


during strikes in the past in some news¬ 
paper establishments. 

The decision to seek the help of BJP 
volunteers to enter the office and bring 
out the paper has been justified on several 
grounds—once the decision to bring out 
the paper was taken, the choice of persons 
for help in this enterprise was a matter of 
operational detail (</N S Jagannathan); 
striking workers in newspaper establish¬ 
ments often take the help of outside 
elements belonging to their patron poli¬ 
tical parties to picket (e g; the recent case 
being the strike in tjie Calcutta Ananda 
Bazar Patrika, wh^re CPI(M) activists 
from outside were reported to have helped 
the striking, workers to prevent the jour¬ 
nalists from resuming duties). But this sort 
of argument is a dangerous double-edged 
sword which cuts both ways. 

Ideally, a workers’ union which is 
leading an agitation, particularly a strike, 
should avoid active intervention of out¬ 
side supporters (their expressions of 
solidarity can take the form of strikes in 
their own establishments, or demonstra¬ 
tions). If the union lapses from this prin¬ 
ciple, it should indicate its weakness at the 
grassroots level, its obvious failure to 
depend on its own followers. 

If one were to apply the same principle 
to the editorial staff of Indian Express 
which sought the aid of outsiders like the 
BJP, one is left with the suspicion that the 
willing journalists and workers were not 
sure-of the support within their own 
establishment. 

The other issue which has become en¬ 
tangled with the Indian Express dispute 
is the question of ‘freedom of the press’. 
The convergence of journalistic and 
managerial interests on this issue comes 
out clearly in Ramnath Goenka’s state¬ 
ment published in Indian Express of 
December 2, where he announces: “I shall 
fight for the principles, for the freedom 
that we fought for under the banner of 
Mahatma Gandhi!’ Did he respect this 
freedom when dealing with the workers, 
or even his journalist employees in the 
past? Is he invoking these principles of 
freedom to protect his industrial 
interests—the extra-journalistic interests 
which are being threatened by the govern¬ 
mental actions (actions again initiated by 
motives of political vendetta by the ruling 
party)? Journalists., in Indian Express — 
an^ elsewhere also—should be discerning 
enough to distinguish between the rhetoric 
of ‘freedom of the press’ as voiced by 
Raninath (^nka, and the inner kernel of 
the concept for which a long drawn out 
struggle is necessary. It involves a clear 
understanding about freedom from and 
freedom for. 
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Commodity and Credit in Upland 
Maharashtra, 1800-1950 

Sumit Guha 

A particular structure of commodity production arose as a consequence of tax-demands in late eighteen td century 
Maharashtra and generated a need for credit without which production and, consequently, both the productive 
and the unproductive classes would suffer. A flow of credit did result as a result. The real change came when 
another market came into operation: that in land. Now an additional, and tangible, security was available, and 
the moneylender could reduce his costs and extend his operations by relying on it. 


INIRODIJCTION 

THE notion that the backwardness of 
Indian agriculture may be explained in terms 
of the institutional, and more particularly, 
the market structure within which it func¬ 
tions, is not wholly a novel one, elements 
of such an explanation being found in a 
number of nineteenth century writings on 
the subject. This approach has recently been 
applied by several authors, particularly 
BharadwaJ (1984) and Bhaduri (1984). The 
latter has systemtKi.sed, synthesised and 
developed all the elements commonly to be 
found in theories of 'forced commercialisa¬ 
tion', and a close scrutiny of his views is a 
necessary preliminary to any discussion of 
the evolution of markets in rural India. 

We may consider Bhaduri’s model as be¬ 
ing composed of two distinct parts: one ex¬ 
plaining the genesis of forced commerce, and 
the second its structural feature.s. He plainly 
considers the first to be comparatively un¬ 
important, and in fact warns against un¬ 
necessary dwelling upon the ‘ultimate 
historical cause’ for the extensive .grip of 
forced commerce (ibid: 10). Now, it is in¬ 
dubitably true that the analysis of a par¬ 
ticular structure need not go back to its 
remotest origins: provided however that the 
relationships outlined are entirely en¬ 
dogenous, and if not endogenous, at least 
contemporary. But this docs not in fact hold 
for Bhaduri’s model. The past does obtrude 
in at least two important places in the model: 
firstly, the initial level of debt very largely 
(in conjunction with the ’thrift variable’) 
determines the future of the household. It 
determines whether it is to escape from debt, 
to remain chronically enmeshed in the web 
of forced commerce, or to be utterly ruined 
and pauperised (ibid: 44-45). The conditions 
under which commercialisation commences 
arc therefore very important. 

Again, the path of agrarian development 
in particular regions is ascribed to the 
relative strength of ‘productive’ exploiters, 
who invest in means of production, on the 
one hand, and ‘parasitic’ exploiters who in¬ 
vest in claims on the produce, on the other. 
If we look at the historical example given 
by Bhaduri, we find that the relative strength 
of the two is to be explained by administ¬ 
rative and economic decisions taken a cen¬ 
tury or more ago. The economic future of 
west and east UP was scaled once and for 
all in the nineteenth century. Similarly, the 
process of forced commercialisation in 


Bengal and Bihar began in the later eigh¬ 
teenth century with the heavy taxes demand¬ 
ed by the British—after that the mode of ex¬ 
ploitation changed mainly to usury, but the 
forced commercialisation remained as a 
legacy of the eighteenth century (ibid: 10-11). 

i'he origins of commercialisation are thus 
of momentous significance for its final 
result, and therefore deserving of a little 
more analysis than Bhaduri have bestowed 
on them. Its origins according to Bhaduri, 
lie in a historical situation where the peasan¬ 
try is faced with a heavy tax burden, and 
compelled to borrow for subsistence (ibid; 8). 
I,et us analyse this situation a little. The tax 
is so heavy that the peasants’ entire surplus 
is not sufficient to pay it—in that case, how 
is the moneylender to recover his debt? And 
if he does not recover in cash or kind either 
capital or interest, then he has merely gifted 
a certain sum of money to the state, with the 
peasants as intermediary in the transaction. 
Needless to say, moneylenders, as a class, are 
not going to be so dull-witted. 

let us relax the initial conditions slightly. 
The peasant is not able to pay cither tax or 
interest this year, but can make what the 
moneylender will accept as a reasonable 
return on his capital over a cycle of harvests. 
This however implies that the tax does in fact 
leave some surplus in the peasant’s hands, 
or Bhaduri’s intitial condition does not hold. 
Let us follow the case a little further; the .size 
of this surplus will determine the real (not 
book) amount that the peasant can borrow. 
If we suppose that equilibrium is reached, 
then the moneylender merely straightens out 
the peasant's consumption stream over time, 
and charges him something for this essen¬ 
tial service. If the pea.sant were in a position 
to save the surplus that services the loans, 
he could dispense with the moneylender 
altogether. 

If however, we stick to the condition that 
the peasant has no surplus, then he has also 
no credit—or, rather no consumption credit; 
the moneylender would only advance under 
such circumstances if the loan were at least 
in part, productively invested so as to 
generate a future income for its repayment. 
The lender will in fact have to police the loan 
to sec that it is not diverted towards con¬ 
sumption. So, rather than leading to agri¬ 
cultural stagnation, lending under Bhaduri’s 
intitial conditions will lead rather to invest¬ 
ment and growth. 

We have so far not touched upon the other 


markets. Let us take land first. If the tax is 
so heavy that the entire surplus is taken, 
there is no private rent, and therefore land 
has no market value. The moneyed man will 
be a tax-farmer and not a landlord. The 
moneylender will therefore gain nothing by 
seizing the peasant’s land (or default of debt. 
Similarly, as regards labour; the peasant is 
already at the subsistence minimum, which 
he will consume either working for himself 
or for another. Furthermore, if he is reduced 
to a bonded labourer, he has to be super¬ 
vised—which is not free of cost. So introduc¬ 
ing the questions of land and labour does 
not materially change the picture: loans for 
consumption can only be rationally made 
either if there is a large gap between the bor¬ 
rowers’ actual consumption and minimum 
sub.sistencc, the .squeezing of which will .ser¬ 
vice the debt; or if he possesses substantial 
aissets to be expropriated. In neither case can 
the borrower then be thought of as a small 
peasant living at subsistence level. 

But did the seths and .sahukars in fact 
think in these terms? For answer we may 
look at a part of Madhya Pradesh, then 
known as the Saugor and Nerbudda ter¬ 
ritories, under early British administration. 
The government’s main object here was to 
secure the highest po.ssible revenue: prices 
fell, but the cash demand was maintained. 
Arrears were carried over from year to year, 
and any season of good crops followed by 
enhanced collections. Not surprisingly, land 
had no value; and the merchants, feeling that 
repayment was uncertain, refused to make 
advances for food and seed. The government 
then instituted a system of forced com¬ 
merce—but it was forced on the merchants! 
The stores of the merchants have been open¬ 
ed and grain forcibly taken away to be given 
out to the cultivators, or seed without any 
payment being made to the merchant, or any 
assistance afforded him for the subsequent 
recovery of the property of which he has thus 
been despoiled... Capitalists having obtain¬ 
ed decrees against agriculturists were not per¬ 
mitted to sell their cattle or imprison their 
persons because it was supposed that either 
of those measures would leave the land un¬ 
cultivated. .. [All] in the vain hope of pro¬ 
pping up an exorbitant assessment (Bird 
18.14; 15, 3). 

It is clear, therefore, that a tax demand that 
encroached upon subsistence left no scope 
for forced commercialisation—that only the 
prospect of rising incomes or asset values 
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virould lead to a growing volume of con¬ 
sumption loans. This requirement is there¬ 
fore implicit in the logic of the model itself, 
and is present in more than one place. Thus, 
for instance, Bhaduri writes: 

The unproductive investment by the mer¬ 
chant and moneylender class predominantly 
takes the form of consumption loan to the 
poor peasants in backward agriculture. 
Although unhelpful in raising the level of 
agricultural output, such ‘investment’ sus¬ 
tains and strengthens the gnp^of forced com¬ 
merce on the small peasantry, thereby inten¬ 
sifying the level of surplus extraction from 
them. Thus from the private merchant’s or 
moneylender’s point of view, deployment of 
his savings in the form of fresh loans advanc¬ 
ed for consumption becomes a profitable 
channel for prtVcrrr investment (Bhaduri: 112). 
Now, we may note that a growing volume 
of usurious capital is being serviced, so that 
there is evidently a growing agricultural 
surplus, but no inve.stment is being made to 
raise output. Yet it has been postulated at 
the outset that the small pea.sants borrow 
precisely because the output is insufficient 
to cover their subsistence and compulsory 
payments. So where does the growing sttcam 
of moneylender’s profits come from—unlc.ss 
agiicultural output oi its value is. in fact, 
rising steadily'.' 

furiherinore, the more usurious, which is 
to say. the higher the tales of interest, the 
shorter the period over which such an ac¬ 
cumulation process could be sustained. The 
wonders of compound interest arc well 
known, but a small illustration may not 
come amiss. The land revenue of Bengal and 
Bihar in 1793 amounted to Rs 26.5 million; 
let us suppose that the volume of usurious 
capital was Rs I million, or less than 4 per 
cent of the tax. The rate of interest would 
be at least 24 percent—supposing that half 
this was saved and reinvested, that one 
million would by 1900 have grown to over 
Rs 2,06.(X)0 million or a sum fifty times 
larger than the gross crop output of the 
region! 

So. to recapitulate, if forced commerce 
begins because of the subsistence needs of 
heavily taxed peasants, it must soon direct 
itself towards investment in order to generate 
a rising agricultural surplus. Only if 
agricultural incomes and land values arc ris¬ 
ing from exogenous causes can a system of 
forced commerce based upon consumption 
lending exist for the centuries spanned by 
Bhaduri’s hypothesis—and even then if it 
does not choke off such mvestmeni as may 
be necessary to maintain this trend. This, we 
are left with the somewhat paradoxical result 
that the theoretical system of forced com¬ 
mercialisation developed by Bhaduri to ex¬ 
plain agrarian stagnation, in fact presup¬ 
poses agricultural growth. 

So far we have concentrated on the first 
part of Bhaduri's argument—and found it 
to be incomplete in that it does not ade¬ 
quately consider the opportunities and 
returns of the moneylender. This same 
disregard weakens the structural analysis of 
backward agriculture as well. The money¬ 
lender is pictured as imposing an increasingly 


onerous set of contracts on his debtors/ 
tenants but the presumably increasing cost 
of policing and enforcing these contracts is 
not considered. Now. these enforcement 
costs may amount to nothing more than per¬ 
sonal labour for the moneylender—but then 
the number of his clients will necessarily be 
limited, as will be the capital employed, and, 
in absolute terms, the gross income. If 
bailiffs or dunns arc employed.' then ob¬ 
viously paid-out cost will rise. Finally, there 
is also a variable degree of personal risk run 
by the moneylender, which we may fairly 
presume to be an increasing function of his 
harshness, or of the onerous nature of his 
terms. 

Thus, costs of enforcement incicasing 
steeply as the peasant is pushed towards or 
below minimum subsistence, and costs will 
begin to exceed returns at some point.’ If 
the peasants’ income is low, and his surplus 
small, this point is reached fairly soon. 
Depending on the opportunities and returns 
in other lines of business, the moneylender 
may not find it profitable to work within the 
system of forced commerce. 

So far this paper has confined itself to 
criticising the logical structure of the ’forced 
commercialisation’ model, with only peri¬ 
pheral reference to actual historical condi¬ 
tions; 1 now propose to examine the actual 
history of a particular region, and to show 
that the evolution of markets may be ex¬ 
plained in terms ot the points already made. 

The region in question is what I term 
‘Upland Maharashlra', or the portion of that 
state which lies above the Western Ghats. 
Before independence this atea was divided 
among three administrations: the western 
districts were under the Bombay Govern¬ 
ment, Vidarbha foimcd part of the CP and 
Berar, and the south-eastern districts were 
ruled by the Nizam of Hyderabad. The agri¬ 
culture of this region was almost wholly 
dependent on the rains and was therefore 
highly precarious, with frequent failures of 
crops. Towards the end of nineteenth cen¬ 
tury, the development of irrigation, chiefly 
in the western parts, and the expansion of 
cotton production in the areas suitable for 
it, lent a degree of buoyancy to the eco¬ 
nomy—but Hiis was by no means a parti¬ 
cularly prosperous area (see Table 1). Blyn’s 
Bombay-Sind includes the secure, and com¬ 
paratively prosperous province of Gujarat, 
and his ‘Central Provinces' includes large 
parts of present-day Madhya Pradesh. 

I 

Historical Background 

The economy of Upland Maharashtra was 
quite highly monetised as early as the seven¬ 
teenth century. In common with many areas 
of Mughal India, it paid its land revenue 
mainly in cash, and, given the magnitude of 
the demand—a third or a half of the gross 
produce—this inevitably meant the extensive 
penetration of trade and money into the 
rural economy. Money began to appear not 
merely in transactions between the state (or 
its revenue assignees) and the peasants but 
also in the mutual relations of the peasan¬ 


try themselves. 

“The market mechanism, once established 
must have reacted on the mode of agricul¬ 
tural production. It not merely introduced 
money relations into a system of ‘natural 
economy’, but also engendered a shift to 
high-grade crops and cash crops.. ’’ (Irfan 
Habib, 1969:41). The same pattern persisted 
in the eighteenth century successor states. 

The exaction of revenue in cash would, 
given the poor communications and uncer¬ 
tain markets, obviously afford great oppor¬ 
tunities for intermediaries possessed of a 
liquid resources needed to act as bankers and 
merchants, and such men became wealthy 
and influential. In our area, the most im¬ 
portant ones were naturally tho.se resident 
in the Peshwa's capital, Poona; 

A very large proportion of the revenue sent 
there wa.s remitted either by bills drawn 
from the districts upon the Poona banks, 

01 if paid in cash, passed through the 
hands of bankers who profited by the ex¬ 
change of coins before the collections 
reached the public treasury. Bankers had 
in consequence, iheir agents in the 
disliicts, and the ramifications of the 
money trade, in loans to the Ryots, to the 
rcnlers of villages and districts, extending 
to every quarter, created a wide circulation 
of specie, which leturncd to their coffers 
with an abundant accumulation of in¬ 
terest Accommodation of this nature were 
frequently, too, repaid in grain, which was 
received at a price much below the market 
rate, and coiiscquetitly brought great 
ret III ns to the lenders (W Chaplin Report 
d 20, August, 1822, EIP IV; 516). 

These great merchant-moneylenders 
(henceforth referred to by the indigenous 
term savkars) were closely connected with 
the state revenue they helped to realise. To 
take one example: Morshet Karje lent money 
to both the Raja of Satara and the Peshwa; 
his son, Dhanshet, was granted saranjam, 
(revenue gratft), and subsequently made 
Sqbhedar of Ahmedabad. He founded the 
Mangalwar Peih ot Poona, and was ap¬ 
pointed hereditary head of its merchants 
(Shefe) iDivekar 1982: 428-29). Lending to 
the government, an early nineteenth century 
British official commented, “was productive 
of great advantages to the Sahookars, both 
as regarded their prosperity with interest, 
and the influence it gave them with the 
government, by which they were generally 

Tabi.f 1: Output of Ail Crops in Various 
Provinc fs or India 

(Rs per capita) 

1911-12 1941-42 


Greater Bengal 

51 

32 

Uttar Pradesh 

45 

31 

Madras 

44 

36 

Greater Punjab 

45 

43 

Bombay-Sind 

49 

41 

C P and Berar 

58 

4S 


- __jiWk 

Note: Bombay output relates to 1912-1^ 
earlier year was a scarcity year. CP and 
UP are 1942-43 for the same reason. 
Source: Blyn, 1966 Ikbles 4C and 4D. 
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supplied with a lew government peons" (F.IP 
IV; 802)., 

John Malcolm remarked of such arrange¬ 
ments, “The lands of the Maraiha princc.s 
are generally rented; and as many of the 
renters arc cither bankers, or men supported 
by that class, they have acquired, and main¬ 
tained an influence, both in the councils of 
the state, and the local administration of the 
provinces, that gives them great power, 
which they solely direct to the object of ac¬ 
cumulation". They lent grain for both seed 
and food, and this “connection between the 
most sordid of all the natives and the in¬ 
dustrious cultivators has generally the effect 
of keeping the latter poor, but .saves them 
from ruin; which would involve a loss ol ail 
the bankers had ventured on the produce of 
their labour” (J Malcolm 1970, II: 38-40). 

The great savkars were the upperntost 
rungs of the ladder; below them there weic 
men operating on a more local scale, but 
nonetheless important in their localities, 
such as, foi instance. Lula C'hutaiam ol 
Ahmadiuigar, whose activities were desciibed 
by a business associate; who wrote that 
Chutaram, 

enjoys the I’aiciship ol two villages and the 
Kulkurnyship of 4 villages: the Dcshinouk- 
ship of 72 villages has been given to him 
in mortgage. Besides he has undei him 5 
villages belonging to a Jugheerdai. He has 
likewise a large establishment at home 
besides his farming stock and husbandry 
implements. He is likewise engaged in 
many commereial iransaciions. On this ac¬ 
count he IS enabled to advance to the 
Kunbees he knows and take from them the 
produce ol their fields (BARD, Vol 7/412 
of 1832; 23H) 

The description is interesting in that it 
reveals the highly diversified bu.siness in¬ 
terests of this savkar. He had acquired, 
perhaps by purchase, the hereditary head- 
manship of two villages, and had on mort¬ 
gage the fees, pciquisite.s, and rent-free lands 
attached to the hereditary office of a 
Deshmukh. In addition to this he was manag¬ 
ing five villages belonging to a jagirdar— 
all this while also being involved in trade, 
moneylending and direct cultivation. 

The village level savkars were in many 
cases probably men such as those described 
by Coats in the Poona village of Loni in 
1819. Of them he wrote: 
they are bankers as well as merchants. When 
they advance a few rupees to any of the in¬ 
habitants without security they charge 2 pice 
interest monthly on the rupee, which is 37 
per cent. They allow a credit of 12 months 
on the sale of their merchandise; alter which 
interest is charged. A good deal of their traf¬ 
fic with the cultivators is carried on by barter, 
who give grain and the prcxJuce of their fields 
for groceries & c, the settlement commonly 
taking place at the time of harvest (Coats 
1823: 222). 

^■Finally there was lending among the 
fcilltivators themselves; Coats records that in 
'^<!ditlbn to money debt about a fourth of 
the inhabitants were indebted to their 
: neighbours for grain and straw borrowed till 
Bpitliarvest. and to be repaid with fifty 

t w. viSis* 


or seventy-five per cent interest. 

The whole of the produce, therefore, of the 
cultivator is generally mortgaged before it is 
reaped, to .satisfy the various demands on 
him. This is the case in ordinary times; but 
in bad seasons, or in case of any calamity, 
the evil is much increased (Coats 1823; 213). 
Loni was located in the comparatively secure 
and prosperous country close to Poona: con¬ 
ditions were harsher in the much ravaged 
frontier march of Khandesh. Its first Col¬ 
lector. Briggs, reported in 1818, shortly after 
its occupation by the British, on how the 
ordinary peasant subsisted; 

Before the ploughing season has arrived, he 
has perhaps been obliged to borrow a few 
Rupees in advance on the next year's crop 
to pay this year's demand of the government 
and he is fortunate if he can realise the sum 
at less than 40 or SO per cent. He now comes 
on the Sahookar to advance him seed for 
which he pioniises to pay 1 'A Seers for every 
Seer, and frequently 2 Seers at the harvest 
time. During the giowth of the giuin, and 
while there is much vegetation in the fields, 
the Ryot continues to subsi.si on the giccn 
corn and on greens pick’t out of the hedges 
which, added to his other food makes a 
tolerable meal. The moment the grain is 
gathered this resource ceases, and govern¬ 
ment requires him to pay the rents, there is 
no immediate sale for the grain, and he takes 
up money from the Sahookars, pays a por¬ 
tion of the rent, and gives his crop or the 
greater part of it, after paying all former 
claims, to liquidate the debt, and this grain 
he compounds to sell in bulk or less than it 
is selling in the market in order that he may 
realise a sum of money immediately. When 
the remainder of his grain is exhausted he 
is obliged to purchase it for food at an ad¬ 
vanced price, and before the time for sowing 
comes on again, he is in precisely the same 
dilemma as at the beginning of the year. 
(J Briggs. December 22. 1818, DCR Vol 174, 
No 336). 

Briggs also reported the presence of Arab 
mercenaries, who possessed numerous bonds 
for debt, and these were found to have 
originated 

in lime.s when rebels or contractors [tax 
farmers] were levying contributions on the 
country, and coeming the inhabitants by tor¬ 
tures, at a period like this, the Arabs, few in 
number, but wealthy and bold, advanced 
money to the people and placed one or two 
of their brethren to reside in the village, and 
receive the interest under the head of mon¬ 
thly pay, usually at the rate of 120 per cent 
per annum (J Briggs,October 21, 1818, DCR 
Vol 173, No 253). 

Real rates of return may not have been as 
high as the nominal: in 1806, in order to 
satisfy the demands of Wahid Ally Khan 
Bungush, the villages of Kirdce and Nim- 
borce borrowed Rs 1,235 and Rs 16,000 
respectively from the powerful jagirdar, 
Suryajee Rao Nimbalkur, at 10 per cent per 
month—which seems almost a standard rate 
in Khandesh then. Upto the end of 1818 
Kirdee had paid Rs 5,086 and Nimboree 
Rs -24,613—evidently far less than the stipu¬ 
lated rate (H W Hodges, December 18,1818, 
DCR Vol 174,>»No 337). 


MODES OF recovery 

The question of actual recoveries of loans 
brings up the issue of how recovery of debts 
was effected. It is likely that in a majority 
of cases repayments were voluntary—if only 
to ensure future credit. If this failed, 
however, there were various methods availa¬ 
ble to different lenders. The great savkar, 
connected with the state, could probably 
directly recoup himself, if necessary by force. 
The same might be true of the commanders 
of cavalry who made loans to the villages 
in Ahmadnagar, where “such loans were 
principally made by men in command of 
Pagas, or otherwise posscs.ving authority to 
recover the money...” (Dunlop BRP 
369/38). Sitnilui ly, the jagirdar Vinchurkar’s 
agent was found to have made some forty 
loans to villages within the assigned 
parganas of Laling and Songir. In 8 out ol 
II cases where the purpose was .stated, the 
loans were for (he repair of village walls; 
obviously, u plundered village could pay 
nothing to its jagirdai; :tnd if anyone could 
hope to rccovei, he could (BARD, Vol 53/520 
of 1833, p 74) A village potentate, such as 
its headman, might also iceover directly; in 
the Nagpur kingdom, if a peasant bonowed 
from a patil and defaulted: 
he was fiequently obliged, on oblaining 
anoihcr advance, to pledge his cattle and im¬ 
plements of agriculture, as well as the pro¬ 
duce of his fields Should he still continue 
in.solvent, the Pule! seized everything he had, 
and took a deed of sale from him, specifying 
the particulars of his property, and declaring 
that the transfer had been voluntary, and that 
he would never reclaim it (Jenkias, 1866; 121). 
The authority of the government might 
also be invoked to collect a debt: but in this 
case a quarter or a fifth of the money 
recovered had to be paid as a fee. S N Sen 
however believed this method to be infre¬ 
quently used because of the wide latitude 
given to a creditor in recovery by personal 
pressure, such as dharna (Sen 1976; 225-26). 
Another means might be to appeal to a pan- 
chayat of the caste, the village or some wider 
body—and its decisions could be enforced 
on the loser. Under the Peshwa, the person 
who lost his case 

seldom had his property sold in civil cases, 
but in order to persuade him to pay up as 
quickly as possible he was generally com¬ 
pelled to submit to considerable personal 
violence amounting perhaps to a degree of 
torture... The reason behind this is fairly 
obvious. A ryot had no tangible property,^ 
and his bullocks and implements of husban¬ 
dry could not be sold without risk of reduc¬ 
ing him to the rank of a hired labourer with 
a consequent loss of revenue to government. 
Whatever he had saved was doubtless con¬ 
cealed. buried or deposited with his relations, 
and the only way to get him to disgorge for 
the payment of his decreed debt was some 
arbitrary process which deprived him of his 
liberty or which caused him such personal 
inconvenience as would occarion him to set¬ 
tle up speedily (Franks nd: 29-30). 

It is likely that under such pressures the 
dd>tor might wdl surmider all his property, 
including such rights in land as he might 



possess—and certainly in the deeds of sales 
of patilki watans the motive of the seller is 
often stated to be the pressure of debt. With 
regard to miras land, however, the holder had 
the right to reclaim it even after a long 
absence, and so could avoid its transfer by 
emigration. Thus Coats remarked that the 
mirasdar is 

always ardently attached to his estate, and 
sticks to It as long as he derives a bare sub¬ 
sistence from it; and when he is compelled 
to quit it, he returns as soon as circumstances 
will permit. It is always with great reluctance 
that he formally alienates it by sale to 
another; he rather goes abroad, and endea¬ 
vours to accumulate a little money by labour 
to relieve his distresses, or he enlists for a 
soldier till better times (Coats, 1823: 227). 
The security of property in land, however 
uncertain of realisation and fluctuating in 
value, was in any case, confined to a limited 
area, the core of the Peshwas’ dominions. 
Further East, in Vidarbha, 

The utmost they (the peasants] can claim or 
ever do claim, is right of occupancy or 
cultivation subject to the payment of the de¬ 
mand of the government, whatever they may 
be. This claim... is apparently of no 
value... A Ryot cannot let his field to 
another person; this can only be done by the 
Patel (Anon, 1923: 1, 3). 

Similarly, the first British official in the 
contested, and much ravaged border lands 
of the Karnatak reported that 
Enams and official Wuttuns are everywhere 
meeras; but the high assessment on the lands 
of common ryuts seems to have destroyed 
meeras so long ago that it is not to be 
recognised either by record or tradition: 
Gardens and Lands on which ryuts have 
spent capital are indeed so far meeras, that 
the holders are never ousted so long as they 
pay their kists, nor would the sirkar prevent 
such gardens being sold, provided the pur¬ 
chaser pay the usual rent—but even gardens 
are too highly assessed to be saleable, and 
no instance of sale has been met with (St 
John Thackeray, No 37, BARD Vol 18/70 of 
1823). 

And the same situation seems to have 
prevailed in Khandesh (E/P IV: 694). In such 
regions, of course, the only security would 
be moveable goods, and more particularly, 
the crops—and the possession of summary 
power of recovery essential for successful 
lending. And even elsewhere, as we have 
seen, immovable securities were rather 
uncertain investments (see also Cuba 1987). 

II 

Early British Rule 

The onset of British rule in the Peshwa’s 
territory had one unintended effect; the 
weight of the land-tax imposed in conjunc¬ 
tion with a steep fall in prices wiped out the 
saleable value of fully assessed land by the 
end of the 1820s. The situation in central 
Maharashtra was thus assimilated with that 
prevailing in the nogth and east—and so, for 
some two decades, flilly-assessed land was 
to have no market value in any part of our 
region (Cuba 1987: Pt 1). 


For the rest, the situation changed less 
than has sometimes been supposed. The 
great bankers associated with the former 
government went into decline (Divekar, 
1982): and the new regime did not farm out 
its revenues, closing off one lucrative chan¬ 
nel for savkar capital. When it borrowed, it 
did sb to the benefit of rentiers in London, 
or agency houses in Bombay or Calcutta. 
The great house of Merjee which had famed 
the customs of the Konkan under the Peshwa, 
as well as under the British, departed in the 
1820$, to the greener pastures of Berar under 
the Nizam—^where it ultimately came to 
farm the whole revenue of the province, and, 
forced to lend to the Nizam, went bankrupt. 

Little changed in the villages and taluks 
however. The revenue continued to be ex¬ 
acted in cash, and with unexampled rigour. 
The state commonly impounded the har¬ 
vested crop till the tax was paid or security 
given for its discharge (Cuba 198S: 26-7), as 
the crop formed almost the only tangible 
asset possessed by the peasants. The in¬ 
evitable consequence was that the peasants’ 
dependence on the savkars increased, as is 
brought out in official correspondence on 
the subject of revenue payment by 'hawata'—- 
bankers’ security. So W S Boyd, Collector 
of Khandesh wrote in 1837; 

It is true we might order the mamiutdars not 
to receive hawala at all, but this would not 
benefit the ryuts a straw, indeed on the con¬ 
trary as producing the coin a month sooner 
instead of taking a hawala chit payable in 30 
days would only be the cause of swelling the 
ryui’s account of interest with his banker who 
is after ail, in 9 cases out of 10 the purchaser 
of the crops; so that under any circumstances 
the evil must exist as long as our cultivators 
possess nothing beyond the year’s produce 
of their fields and uncertain markets for 
coarse productions (Boyd, February 10.1837, 
BARD, Vol 60/818 of 1837: 71-72; emphasis 
original). 

The system could also be linked with pro¬ 
duction credits. So the revenue commis¬ 
sioner, Pringle observed in 1843, that the 
hawala system was most common, 
where the cultivators are poor, and the crops 
that valuable kind requiring a large amount 
of capital for their production, and affording 
considerablo security for advances made 
upon them, while the returns perhaps are dis¬ 
tant. the immediate accommodation afford¬ 
ed by it such as to render its entire suppres¬ 
sion a matter of some difficulty. 1 have ac¬ 
cordingly found it most resorted to in what 
are apparently the most productive villages 
such as Narreyengaon in the Poona Collec- 
torate where there is much fertile land under 
river irrigation—Sinnur in the Ahmednuggur 
Colleciorate where there is also much 
valuable garden land—Bassein in the Tanna 
Collectorate, a district of gardens—and the 
irrigated country in Baugtan and Pimputneir 
in the Candeish Collectorate. It is also more 
prevalent in the Southern parts of the Col¬ 
lectorate where the ryuts are poor and ig¬ 
norant, and in a modi Red, less objectionable 
form in the rich cotton lands of the Broach 
Collectoraw, than in Candeish... 
(R K Pringle, December 1843, BRP 374/36 
No 3778). 


Nature of Security 

The fundamental constraint under which 
both private creditors and the state operated 
under in this period was well formulated by 
a governor of Bombay in 1835: 

The ryut can in fact give no good security 
for arrears... except the produce of his 
grounds. His general effects are next to 
nothing. The confinement of his persons 
would be an expedient equally unpopular 
and ineffectual. The sale of his land, or 
rather his hereditary right of tillage would 
scarcely afford a resource mote promising.. 
(BARD Vol 33/655 of 1835, p 291). 

But the crop was an uncertain quantity, 
and, as regarded foodgrains, liable also to 
depreciate catastrophically if the harvest was 
a good one. Further, the state, both by law 
and force majeure (much the same thing at 
the time), had first claim on the harvest, so 
that the private creditors’ security was fur¬ 
ther attenuated, and his risk increased. To 
reduce these hazards by interlocking the 
credit and commodity markets was not 
merely expedient but essential. The availa¬ 
bility of irrigation reduced the chance of 
crop failure, and the products of such land 
were commonly valuable and easily mar¬ 
keted, and it was here in ‘the most produc¬ 
tive villages’ that the savkar was most will¬ 
ing to lend, and also to guarantee the revenue 
payment by hawala. 

Of course, this control of two markets was 
made to redound to the savkar’s benefit, and 
so, as Forjett described it in 1846 
the village banian... pays the rent [land-tax] 
on his own terms, and in 75 cases out of a 
100, all the grain, the produce of the labour 
of the cultivator during a whole year is taken 
by the banian for probably half what it would 
yield him, if h’e were at liberty to take it to 
the nearest market... (Forjett 1846, pa 22, 
cited in BAJD Vol 12 of 1851, No 518). 

Monopsony 

So we see ttiat both the production and 
consumption of many peasant households 
was dependent on the ready availability of 
loans and advances, and that this naturally 
gave rise to monopoly and monopsony in 
the commodity market. From the merchants’ 
point of view this meant that it was impossi¬ 
ble to secure commodities from the actual 
producer without advancing for them; as 
A S Finlay told the parliamentary commit¬ 
tee of 1852-53: 

You cannot buy the produce from the 
cultivator without making advances of 
money before it is grown. The natives are ex¬ 
ceedingly poor; they have not the means of 
buying food for themselves and their 
bullocks till the crop is ready: they must 
therefore have advances from someone 
(PP 1852-3. XXVlll: 19). 

The same point was made by Elphinston, 
collector of Khandesh, in 1850 when the idea 
of state purchase of cotton was mooted; 
“without advances such as all native cotton 
merchants make, government will enter the 
field on worse terms than the native cotiofi 
merchants, who will buy up all the cotton, 
and government may be unable to buy it ex- 
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cepi from second or third hands, at an 
enhancement of the price..(PP 1857 
XXXI. Pt IH: 615). In Berar the system was 
that “the puichasers make advances before 
the season for growing cotton arrives, 
stipulating to receive so much cotton at a 
certain rate: the profits made under this 
system arc said to be enormous, and it ob~ 
tains equally in East Berar and the Raichofc 
Doab..." (PP 1863; 396). 

This mode of busincs.s of course implied 
local residence, and this is specified by 
R H Fenwick, who was engaged in the cotton 
trade at Khamgaum; “The ryuts generally 
sell their kupas to village Mahajuns 
(bankers) who are almost all of them cotton 
dealers from whom they secure early ad¬ 
vances at 2 and... [sic] per mensem accor¬ 
ding to the reputation of the borrower” 
(NAI L, Rev August 12,1846: 82). The great 
dealers generally had to employ them as 
middlemen or to establish their own sub- 
agencie.s. FCnwtck described this in a letter 
of 1836: 

The exporters of cotton to the coast are 
chiefly opulent individuals and native firms 
of Bombay. They have gomashtas who have 
located themselves at Khamgaum from 
whence they send out subordinates to the 
various pergunnahs to make advances to 
patels or substantial ryots of villages about 
two months previous to the gathering, at 2 
per cent per mensem; such security is taken 
as can be got, and they deem good, usually 
of mahajuns or able and wealthy patels 
themselves. They likewise purchase cotton 
from the mahajuns, who are settled in the 
kusbas, and almost every respectable village 
in the country, these mahajuns having made 
advances to the ryots m a similar way 
(PP 1847-48. IX: .398). 

A similar relationship between the 'ex¬ 
porters’ and locally resident dealers existed 
in Khandesh (PP 1857, XXXI: 158-59).’ 
Given the structure of credit and marketing 
described above, it is not surprising to find 
that monopsony extremely widespread. In 
the Berar cotton market at Khamgaum in 
the 1830s, the principal revenue officers— 
probably tax-farmers like the merjees—and 
sahukars, met at the beginning of the sca.son 
to fix “what is called a Suhookar's price”. 
This, however could only be impo.sed on or¬ 
dinary sellers; when cotton was brought in 
large quantities by “country dealers” it 
changed hands at the “market price” 
(PP 1847-48/1X: 398). Nor did the system 
prevail solely in Berar. The collector 
of Khandesh mentioned such practices 
with respect to cotton and indigo in his 
district. Here the local monopoly was rein¬ 
forced by the great dealers controlling 
transport also—the banjaras were bound to 
them by loans, and could not work for 
others. So that “the mere information that 
prices are high in Bombay or elsewhere is 
of no use if the possibility of obtaining cai- 
riage was denied, which it would be to the 
general puichaser (BRP 371/53, 
Nu 3249). 

Modi SOI RuovtKV 

I he introduction of British lule-did not 
make as great a diflerencc to savkars’ 


methods of operation as has sometimes been 
suppo.sed. A certain proportion of ca.ses had 
always appeared before government officers, 
and this resource was considerably used for 
recovery of debt even before the promulga¬ 
tion of formal judicial regulations in 1827. 
Between January and June 1825, 5,388 suits 
were decided in the Deccan of these, 3,912, 
or 73 per cent related to debt (Franks nd: 
App 6). Older methods of collection per¬ 
sisted as well: W Battle Frere, writing in 1840 
from the Poona district taluks of Khed and 
Mawal, reported that the local savkars did 
not use the courts much. “In the first place, 
many of them have a parcel of ‘Dunns’ in 
their service, who, by sitting dhurna (at the 
risque of being punished if complained of) 
and by other means of annoyance succeed 
in recovering their debts from all who arc 
able to pay...” There was no profit, Frere 
continued, in having the rest imprisoned for 
debt, and the lender could always depend on 
the hereditary nature of debt for his ultimate 
repayment (BARD 107/1664 of 1844: 285-6). 

Nor was the practice of revenue officers’ 
lending by any means extinct in 1839 in 
Khandesh, there were several cases of Patils 
charged with misappropriating revenue, who 
proved that the money had been paid for 
private debts. Again, where the hawala 
system was prevalent, it would be difficult 
for anyone who could not keep his accounts 
separate to know what he had paid on 
government account (lOR 373/14, No 2048). 

Furthermore, the poorer villagers wouH 
also stand in .some awe of the patil, and this 
would naturally assist his recoveries. So for 
instance, Chandra Walad Sumbhoo, patil of 
Rozeana (Nasik) was convicted of having ex¬ 
torted Rs 5 from Tookeram Walad Satwajee 
after intimidating him by saying he would 
“complain against him to the Sirkar”. Such 
influence might also be utilised for the 
benefit of other lenders: the same Chandra 
received bajri worth Rs 30 from one 
Hoondea Baec, on undertaking to collect the 
debts due to her. He did not do so, which 
is why we know of it (BARD Vol 66/of 1739, 
pp 132, 134). 

Nor was the phenomenon limited to 
village officers; Ramchander Ballajee, 
Mamlatdar of Yaval was found by the col¬ 
lector to have surrendered “this influence in 
the district into the hands of sowkars...”. 
Similarly, another officer, Luxmon Ram- 
chunder. was connected with trade and 
banking through the medium of his brother 
(BARD Vol 186 of 1851, No 1048). 

Nonetheless, it seems an established fact 
that recourse to the courts began to increase 
under British rule. The collector of Sholapur 
reported in 1840 that the use of the courts 
lo force payment of debts was very great, 
and that in many cases, everything, including 
houses and clothes, belonging to the ryots, 
was sold in execution of decrees. A similar 
report came from the collector of Ahmad- 
nagar (Table 2). The statistics certainly show 
an increasing trend, though we also notice 
that the relatively small non-agricultural 
population had a large share of the liti¬ 
gation—which is what we would expect, 
given the conditidttis of access to the courts. 


It is also interesting that the districts whose 
officials report extensive use of the courts 
by moneylenders, arc also the districts where 
the presence of immigrant moneylenders is 
reported. Ahmadnagar, in particular, saw a 
great influx of Marwari moneylenders. The 
link between the lack of local roots and 
recourse »o the courts is sufficiently obvious. 

Even these savkars were not anxious to 
acquire land, burdened as it was with heavy 
and arbitrary taxes. The security remained 
the crops and chattels of the debtor. He 
might also be threatened with impiisoiunoit, 
and in some cases, actually imprisoned. 
Down to the 1850s, the Deccan Riots Com¬ 
mission was informed, "the sale of land was 
rarely resorted to, and the realisation by the 
sale of the debtors* house noticed as an 
innovation...” In the Iklegaon court. Poona 
district, there were 4 suits against Kunbis on 
mortgage or immovable property in 1854; 
by 1872 the number had increased to 143 
(DRC, p 59). In fact, as Forjett remarked in 
1846, decrees for seizure of assets, or im- 
pri.sonment were often obtained solely for 
the purpose of terrorising the debtor, and 
regularly appropriating whatever small 
surplus he might produce (BAJD Vol 12 of 
1851, No 518, pa 31). The savkars described 
by Forjett, however had recourse to law if 
The ryot, wishing to avoid sinking deeper in 
debt to the banian reserves a portion of his 
crops for seed for the ensuing year or for the 
support of himself and his family until the 
next harvest, the banian sues him on an old 
account; or if he pays any one creditor in 
preference to another suit is immediately filed 
against him... (ibid, pa 29), 

Given this needy condition of the bor¬ 
rower, and the limited security, a high degree 
of supervision on the part of the lender was 
necessary to secure repayment, and this 
meant very small-scale operation. 

In such circumstances it is obvious that 
credit would be highly limited and individual 
advances small. Just how small may be seen 
from the operations of Ritchie, Steuart and 
Cos’ cotton agency in Khandesh, which, in 
1852 advanced Rs 32,536 to tie the crop on 
24,901 bighas in 241 villages. In Erandole 
taluka the advances amounted to Rs 12 per 
borrower, or Rs 1.26 per bigha, while in 
Amalner Rs 8 per head was advanced, work¬ 
ing out to Rs 1.22 per bigha. It is very likely 
that the local savkar would take grain and 
miscellaneous produce as well as cotton, and 
would therefore advance a somewhat larger 
amount—but even if we double or tr^le the 
loan amount, it still remains a small sum. 
The cost of administering these very small 
loans would be quite high in terms of either 
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9859 

4322 
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5546 
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time or money, all the more so because there 
were, on average, only 11 borrowers per 
village. The Rrm had fixed prices in 
November: by February prices rose by Rs 3 
a khandi (if kapas, 1,600 lbs), and the firm 
found that the cotton was being sold 
elsewhere, and asked the Collector to 
“direct the mamlutdars to assist us in ob¬ 
taining from the ryots or their sureties the 
proper fulfilment of their contracts”. A 
representative of the Hrm complained to a 
parliamentary committee that 
you cannot buy the produce from the 
cultivators without making advances of 
money to them before it is grown; you have 
no security for the repayment of that money; 
and from the nature and mode of cultiva¬ 
tion, as well as from their habits and their 
connection with banyans and other.s, it very 
frequently happens that they will not give you 
the produce after they have got that advance; 
In fact, it is frequently seized by someot their 
friends, under the pretence of a previous 
debt; therefore you have no security for your 
loan. 

The indigenous merchant, he continued, 
possessed no special advantage in law 
but practically he has a means of recovering 
them that F.uropeans have not, from this cir¬ 
cumstance; he is a resident on the spot, his 
family have been long located in the district 
and he has considerable family influence. He 
has a means, therefore, of enforcing his 
agreements in that way that we have not. He 
is subject to losses, and for that very reason 
exacts an enormous rate of interest and 
very severe terms from the native grower, 
(pp l852-.‘53, XXVIll: 19-21). 

So there was an element of normal hazard 
as well as climatic hazard present.^ This 
would again emphasise the necessity of 
careful regulation and may explain another 
feature of the savkars’ operations: the dol¬ 
ing out of advances in cash and kind at 
intervals rather than as a lump sum. This 
can be understood as a way of rationing 
credit, and also of ensuring that it was ex¬ 
pended in a manner that led to the produc¬ 
tion of some tangible good desired by the 
savkar, rather than used to supplement a 
consumption that was miserably low, or 
placate an aggressive creditor.’ 

Similar experiences may have led the mer 
chants in Berar to adopt the practice describ¬ 
ed by Reynolds, of purchasing the standing 
crop, so that they did not “wait for the 
cultivator to pick the cotton; if they 
did much of it would be purloined Iv 
cultivator..Reynolds met Dhunraz Seth 
in 1842, when the latter was planning to send 
a hundr^ thousand bullock loads of cotton 
to Calcutta. Such large dealers would be par¬ 
ticularly exposed to the sort of risks en¬ 
countered by Rithie; Steuart and Co, and so 
Dhunraz’s 

plan was to send out factors into the district, 
and through his agents, established in every 
one of the villages in that part of the coun¬ 
try to purchase up the cotton before the crop 
was collected; it was picked by his own 
people, and packed on the spot and then sent 
to Omrawattee, where he. had established 
large warehouses, for the purpose of clean¬ 


ing and repacking it; the cotton from thence 
was sent either to ^mbay or to Calcutta, 
as the case might be, and he mgnaged to 
make a very large fortune out of cotton 
speculations (pp 1847-48, Voi IX: 437). 

We do not however come across other in¬ 
stances of such tight control being exercised, 
and, in fact the gathering of the crop being 
left in the hands of indebted cultivators was 
very frequently cited as being the main cause 
of its dirty condition (Cassds, 1862:290-92). 
It is quite possible that the cost of watching 
and harvesting a crop that ripened over 
many weeks, in hundreds of different flelds; 
proved too great for most savkars. 

So we may describe the situation down to 
about 1860 as characterised by a high degree 
of interlocking between the commodity and 
credit markets, with the associated tenden¬ 
cies towards monopoly and monopsony, and 
the virtual absence of a land market. Opera¬ 
tion in these markets was characteri.sed by 
considerable uncertainty, to which, it is 
argued, interlocking was a response. Again, 
the smallness of the peasants* surplus, as 
well the great fluctuations in it, made small, 
frequent, transactions and close surveillance 
of the debtor a necessity for successful 
operation. ‘Overhead’ costs both explicit and 
implicit would therefore be high. In the next 
section of this paper we shall see how the 
working of markets altered in response to 
economic changes that began to occur after 
the 1860s. 


Ill 

Beginning of Change 

The windfall gains of the American Civil 
War -years brought forth paeans of self- 
congratulgtion from the government of 
Bombay, which had been defending its 
revenue and public works policies against 
Manchester critics for decades. Now. with 
the beneficent influences of high prices, rail 
transport and the entry of European mer¬ 
chants in the mofussii markets, all economic 
problems would be solved. A heady tone of 
optimism pervades the official writings of 
these years, and also those of some 
historians who have ignored the conjunc- 
tural and transient nature of the prosperity 
they describe’d. 

'Epical of many ofHcial reports of the 
time is that of Rivett-Carnac, Cotton Com¬ 
missioner, for 1867-68. A few years ago, he 
writes, the cultivators in Vidarbha were 
deeply in debt, and “compelled to mortgage 
their cotton crop for loans, which system 
threw both the cultivators and the cotton 
crop of a district into the power of a cer¬ 
tain number of moneylenders, who had 
every object in keeping the trade in their own 
hands’*. But, he continues, the revenue survey 
gave the peasants security of tenure, the high 
prices made them prosperous and free of 
debt, while the railway brought in outside 
buyers, enabling the cultivator and the 
Bombay merchant to “meet face to face in 
the cotton market..The disquieting 
future was relegated to a footnote; 

Since the palmy days (the Civil War],.. many 

of the cultivators have doubtless relapsed into 


the chronic state of indebtedness, which 
characterised their position during former 
years, and much of the cotton crop is again 
in the hands of the moneylenders, long 
before it sees the cotton market (Rivett- 
Carnac, 1869: 132-34). 

Prices declined down to 1876, and the 
Deccan Riots Commi.ssion observed that in 
the Central Deccan the boom years left 
a legacy of greater debt and heavier 
dependence on the savkars; and the same ap¬ 
pears to have been true of the more favoured 
cotton producing districts to the North. 

So the Khandesh Gazetteer of 1880 
declared that “European firms cannot get 
at the commodities, except by the help of 
native agency, for as a rule, the Khandesh 
cultivator thinks of no market beyond his 
moneylender’s verandah or the local weekly 
bazaar’'. Usually, it stated “the husbandman 
has received advances from or mortgaged his 
crop to, some village moneylender, who in 
turn has borrowed from some larger 
capitalist” (Khandesh Gazetteer; 192, 221). 
Contemporary evidence from Berar presents 
a similar picture. Far from meeting the 
Bombay merchant “face to face” in the cot¬ 
ton market, at the important market of 
Khamgaon the cultivators brought in only 
one-fifth of the crop on their own account, 
and even this included “cotton brought in 
by Patels, who generally represent a number 
of villagers, and who probably in most cases 
have received advances from the Patels... 
The bulk of t'uc crop is under advances and 
is sold by the moneylenders” (HAD Rept 
1878-9; 8). And. finally, to match Forjetts’ 
observation of 1846 that the debtor might 
be reduced to a state of absolute dependence 
on the creditor, who became virtually his 
master, we have an almost identical account 
in the Report of the Deccan Riots Commis¬ 
sion. A strong case for continuity at the 
village-level in economic .structure between 
the 1830s and 1870s could therefore be 
made: changei^ould be said to be confined 
to the upper levels of the market hierarchy. 
So, we hear that in Khandesh the local, 
savkars lost ground to the Bhatias from 
Bombay, “masters of the new trade by rail 
and wire”, and that European firms increas¬ 
ingly came to occupy the apex of the 
marketing hierarchy. At the important 
market of Barsi, the Sholapur Gazetteer 
reported 

Almost the whole export trade is in the hands 
of the agencies of two Bomba) European 
Arms, Messrs Rail! Brothers and Me.ssrs 
Gaddum. Bythell and C'o, and ten or twelve 
agents of Bombay native merchants. Before 
I860 the trade in the interior was in the hands 
of Marwar and local moneylenders who 
farmedjhc Nizam’s revenues or were oiher- 
wisc connected with that guveinment. B> 
degrees and after much opposition merchants 
of Bombay ousted the local capitalists and 
established agencies in one disirici after 
another. . Purchases in these distant places 
are made chiefly during the south-west rams 
(June-October). when, accoiJiiig to crop 
prospects, advances are made to the land¬ 
holders and the produce N bought at low 
rates (p 409). 
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Changes of this nature were of course the 
result of better communicatioas by road, rail 
and telegraph, as also of the changes in the 
composition and activities of the Bombay 
merchant community noted by Vicziany. 
Still, as asserted earlier, it could be quite easy 
to argue that the village level markets re¬ 
mained structurally unaltered by the cotton 
boom or the new railways. But such an argu¬ 
ment would be quite mistaken: gradually, 
intermittently and haltingly, the nexus bet¬ 
ween credit and commodity was beginning 
to 'dissolve. 

Evidence of Change 

The onset of this dissolution may be 
noticed in the 1880$. in 1889 A F Woodburn 
was deputed by the government of Bombay 
to enquire into economic conditions, and he 
sent out a questionnaire to all the subor¬ 
dinate judges and mamlatdars (taluka ex¬ 
ecutive officers) in nine districts. One of his 
queries was: 

Is it customary for rayats to take their pro¬ 
duce themselves to market for sale, or is it 
customary for them to hand over the pro¬ 
duct to their .savkars? If both customs exist, 
is either becoming more marked than it was, 
and what are the reasons? 

He summarised the answers received as 
follows; 

The substance of what the .Subordinate 
.ludges .say is as follows. Generally speaking, 
it is customary for rayats to sell their pro¬ 
duce themselves. Where both customs exist 
that of the rayat selling his produce himself 
is becoming more prevalent. A great change 
is noted in this respect in Satara; also by the 
Kopargaon Subordinate Judge for his sub¬ 
division in Ahmadnagar. The Nandurbar 
Subordinate Judge says that the Bhils in west 
Khandesh still mostly hand over their pro¬ 
duce to their savkars. The Subordinate Judge 
Erandol (Khandesh) says that, except among 
the Gujar Kunbi.s, who are thriving and pro¬ 
sperous, it is customary for rayats to hand 
over their produce to their savkars. The 
Subordinate Judge of Bhadgaon (Khandesh) 
says that all indebted rayats do so. In Nasik 
a .similar remark is made about indebted 
rayats; it is also said that in the neighbour¬ 
hood of the railway rayats sell directly to 
dealers much more than formerly. In Poona, 
Ahmadnagar and Thana some say that if a 
rayat has taken an advance of grain he repays 
his savkar at harvest, and sells the rest of his 
produce himself. In Ratnagiri the common 
remark is if (here is any surplus, the ryot sells 
it himself. 

The statements of the mamladars in 
the four districts (Ahmadnagar, POona, 
Sholapur, Satara) are much the .same as those 
of the Subordinate Judges, that is, the rayat 
usually sells his produce himself, and the 
custom of handing over to his savkar is 
becoming much less common. In five talukas 
of Khandesh and mariy the whole of Nasik 
the mamladars say it it becoming more com¬ 
mon for raiyns to hand over their produce 
to theirMvkars. This is attributed to their 
increasw^ad^'sdness putting them more in 
the sayiws power. Mr Fraser, 2nd Assistant 
of N.isik. writes: "In the dangi 
gram is almost invariably disposed 


of to the savkar; in other places only if the 
rayat is very much in debt, and the savkar 
seizes his share before it leaves the thrashing 
floorT In Bijapur it is noted that the custom 
for the rayats to sell their, produce themselves 
has become much more common, owing to 
the influence of the railway. In Thana and 
Ratnagiri the mamladar’s reports do not dif¬ 
fer materially from the Subordinate Judges 
(Woodburn 1889: 4i). 

One need not labour the contrast to the 
situation that had existed fifty years before. 
Even the system of cotton marketing began 
to change. A settlement officer in Dhulia 
and Chaitsgaon Taluks of Khandesh had 
commented in 1863 that the rise in cotton 
prices had benefited the savkars who "col¬ 
lect the interest due to them in kind" rather 
than the cultivators. His successor in¬ 
vestigated the marketing system in 1896 and 
found that hypothecation of the crop against 
advances was not common 

and is only had recourse to by poorer ryots 
who, being in want of a small amount of 
money for present occasions have no choice 
but to take it on the terms dictated by the 
savkar; in consideration of the money ad¬ 
vanced the savkar takes payment in kind at 
the next harvest at a price about half of the 
market rate ruling at the time of payment. 
In many of the villages I was told that none 
of the ryots had entered into such contracts, 
and in few others that only the poor ryots 
had done so, and that not to the extent of 
the whole of their crop but only to the 
amount required to pay off their debt. I think 
that the sums advanced by the savkars on this 
type of contract must be for small amounts 
only, for when I made enquiry why the ryots 
in preference to making such ruinous con¬ 
tracts did not apply to the government for 
Ihkavi advances, 1 was told that the amounts 
borrowed were small, and the ryots incurring 
the debt did not think it worthwhile to take 
the extra trouble... (BGS 350: 7, 9). 

In some villages savkars also noted 
changes of this sort. Eight of them spoke 
to an official commission in 1892 in 
Kolgaon, Ahmadnagar district: 

We lend only in this village and lend less than 
before the riots (1875), and only when we 
know our man. The ryots support themselves 
by selling their produce. They take it off to 
Nagar or sett it to merchants from Bombay 
for ca.vh. The sahukars now go in for trading 
in grain, cloth, etc. 

One should however beware of assuming an 
absolute transformation in the mercantile 
system—such things are rare in rural India. 
There were probably still many savkars, who, 
like those of Khed. Satara district, lend 
only on standing crops and on account 
(DARA 1892: A-34. A-78). 

Furthermore, the 1880s had been 
moderately prosperous years, while the turn 
of the century saw a cycle of devastating 
famines, followed, in the first decade of the 
twentieth century by several acute scarcities. 
Under these conditions, the crop-lien system 
seems to have received a new lease of life. 
Keatinge, Director of Agriculture, stated in 
1912 that the farmer was often forced to 
mortgage his crop^ advance. In some cases 


the standing crop might be sold for a tump 
sum paid down; in others, an advance might 
be taken three or four months before the 
harvest with interest at 9 to 18 per cent, and 
the crop to be sold through the savkar. Alter¬ 
natively, the crop might be sold in forward 
delivery. 

Arrangements of the various kinds men¬ 
tioned above are very common in the case 
of cotton, and a few years ago [i e, just after 
the famines] most of the cotton crop changed 
hands on such terms, but during recent years 
the cotton cultivators of Khandesh have pro¬ 
fited greatly by the high prices of cotton and 
are able to dispense to a targe extent with ad¬ 
vances, and to make better bargains after the 
harvest. It is estimated that nowadays ad¬ 
vances are made against only 25 per cent of 
the Khandesh cotton crop (Keatinge 1912: 
159-61). 

This trend persisted into the 1920$, when the 
Indian Central Cotton Committee carried 
out a series of investigations into the finance 
and marketing of cotton in India. The 
surveys covered Khandesh twice (1925-26 and 
1927-28), and Berar once (1925-26). Several 
important results emerged from these en¬ 
quiries. Firstly, that cultivators, except in 
Sind, were “not hampered by their borrow¬ 
ings in the disposal of their kapa^'. In some 
regions lenders took undertakings from the 
borrowers that the crop would be sold 
through them; but in Berar and Khandesh 
“no cases of written or verbal undertaking 
were reported”. Given this circumstance, it 
is not surprising that the dalal or agent of 
the big cotton merchant or firm did not lend 
to the cultivator direct, unless he was in¬ 
dependently a savkar as well (ICC nd, 17,19). 
“It can be laid down as an axiom that in 
the areas investigated dalal as such does not 
take any direct part in financing the culti¬ 
vator" (p 17). The findings of this survey 
were reconfirmed by the Banking Enquiry 
Committees at the end of the twenties. The 
CP and Berar once suted in its report that i 
“as a general rule nowdays the fact of 
indebtedness docs not prevent the cultivator 
from obtaining a fair price for his produce, 
nor deprive him of a reasonable time for its 
disposal (CPBEC 1: 139). Adatyas were 
found to lend to cultivators before the 
harvest. “We made careful enquiries in many 
villages but did not find that this system 
resulted in any noticeable abuses, and 
although the loan resulted in the crop being 
sold through the broker who had advanced 
the money as a matter of custom, there was 
no legal obligation to do so” (ibid: 158), 
referring specifically to Berar, the Commit¬ 
tee wrote: ^ 

Our enquiries show that the amount advanc¬ 
ed by brokers, dalals, etc, is relatively small. 
The general belief that they advance targe 
sums on condition that the borrowen should 
sell their produce through them had little 
foundation in fact... (ibid II: 561). 

The cultivators themselves had no com- 
l^nts to make with regard to the operations 
of lending adatyas (ibid L- 198). A com- 
paratiwly similar picture emerges from the 
report of the Bombay Enquiry: 
except in Sind, EaM Khandesh and the 
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Bboriginal tracts the fact of a cultivator’s in¬ 
debtedness does not usually come in the way 
of his freedom to dispose of the produce in 
the manner'he thinks best (BPBEC 1; 57)^ 
Again, when M L Dantwala came to in¬ 
vestigate the marketing of cotton in the early 
thirties, he concluded that the presence of 
agents of Indian mills and foreign pur¬ 
chasers in the market made it “impossible 
for the middleman to strike prejudicially the 
interest of the farmer". Competition among 
adatyas was so keen that, in Dantwala's view, 
their earnings were “barely in excess of the 
minimum”. Competition to secure business 
sometimes forced dalals to make advances 
to cultivators who could be found 
threatening in their usual shrewd way to some 
other dalal, in case they are not given a par¬ 
ticular sum (Dantwala, 1937; 32, 31,116-17). 
There was keen competition not merely in 
the market, but also between different 
markets, and the villageis were aware of the 
relative advantage and disadvantages. So the 
peasants of Belkhcd, Akoia district, told the 
Banking Enquiry that they went to Amraoti 
as they gained Rs 5 per cartload of cotton 
by going there (CPBEC, li: 93). IVadc could 
shift away from market with a bad reputa¬ 
tion so, for instance in 1907-08 "Arvi got 
such a bad name that the cotton began to 
go straight to Pulgaon, or the markets in 
the Nagpur district until better counsels 
prevailed” (Watdha, S R 1913: 16). The local 
monopsonies of a hundred years earlier had 
evidently disappeared. 

EXPI-ANAI IDNS OF CHANt3E 

The reader may perhaps have found 
himself slightly lost in the detail of the 
previous sections; but it should be now clear 
that the structure of the commodity-cum- 
credit market changed dramatically between 
say, 1840 and 1920. At the earlier date the 
bulk of the agricultural commodities entered 
the market as a result of previous advances, 
and both commodity and credit markets 
were characterised by high degrees of 
monopsony and monopoly; a great contrast 
to the twentieth century with its unbridled 
competition, where evils and losses arose 
more from the excesses of competition than 
from the restraints upon it. 

The fact of this metamorpho|is having oc¬ 
curred once established, one is inevitably led 
to seek its ctmses. Some of the possibilities 
have already appeared in the preceding 
pages—as for instances, the improvements 
in communications and the appearance ’up- 
country’-of Bombay and European mer¬ 
chants. to whom the peasants could now sell 
at the growing Railway town markets. 

By itself however, this is not a sufficiently 
powerful explanation. The presence of 
railway stations or non-local merchants 
would be of no avail unless the peasant was 
free to market his own produce, in other 
words if it was not mortgaged for debt. The 
objection is not merely logical—if we 
examine another cotton exporting re^on 
under the Bombay government, viz, Sind, 
we Hnd that down to the 1930s neither the 
large-scale operation of foreign buyers, nor 


considerable improvement in communica¬ 
tions, could shake the hold of the savkars 
Ota the peasants, and, consequently, on the 
commodity markets. 

Could the answer lie in rising peasant 
incomes? The years between 1860 and 1930 
were characterised by an upward trend in 
agricultural prices, which served to con¬ 
siderably reduce the burden , of the land 
revenue, at any rate. In addition, down to 
the early years of the twentieth century there 
was the possibility, particularly in Berar, 
expanding the cropped area. Finally, the 
early years of the present century also saw 
the widespread adoption of a high yielding 
short-staple cotton by the peasants in 
Khandesh and Vidarbha. There may have 
been an increase in tangible property of 
various sorts. As a part of his enquiry in 
1889, Woodburn had a valuation made of 
the tangible assets, such as cattle, houses, im¬ 
plements, etc, but excluding land, of all 
occupants in a number of villages in the 
Deccan. The rc.sults are given in Thble 3. The 
values in most districts are quite similar, with 
the cotton exporting districts of Khandesh 
and Bijapur showing higher amounts, also 
a feature of Nasik, probably a beneficiary 
of the wheat export boom of the 1880s. Now, 
we unforiunately lack comparable data for 
an earlier period but the literary descriptions 
appear to indicate that even this moderate 
amount of property was not to be seen in 
, the 1840s. 

Thus, Forjett wrote in 1846: 

Beyond the precincts of the towns, and our 
military cantonments and out of the line of 
high roads, the villages consist, for the most 
part, of miserable huts, inhabited by a 
squalid peasantry whose very appearance 
denotes a state of destitution. Even in villages 
which pre.sent a better aspect the enquirer 
soon finds that throughout the length and 
breadth of the land, the people are struggling 
against poverty and debt... (Forjett pa 19 
in BAJD. Vol 12 of 1851, No 518). 

Again, a report on the general condition of 
what were, in the 1880s, prosperous taluks 
in the comparatively wealthy region of East 
Khandesh spoke, in 1845, of the villages as 
poor, consisting largely of mud huts with 
one or two rooms, and no furniture 
The community consists of almost ex¬ 
clusively of cultivators who own little but 
their bullocks, a plough and harrow, a small 


stock of grain, a few utensils and the scanty 
raiment that covers them, and no instances 
of this class being possessed of more than 
a few ornaments of trifling value have ever, 
on occasion of robbery or through other in¬ 
direct channels occurred to notice (AC 
TlfaVers, September 22, 1845, pa 5, BRP, 
375/34, No 552). 

If therefore; there was some increase in the 
assets other than land possessed by the 
peasants, we can see another reason for the 
slackening of savkar controls—the avail¬ 
ability of a larger collateral. In two districts 
we see the outstanding debt comes very close 
to the value of the noii-land assets, despite 
the inclusion of the unindebted in all the 
averages ('Ikble 3). Those in debt, therefore, 
must have been approaching the value all 
assets—and it is noteworthy that in these 
districts—Khandesh and Nasik—both 
judges and mamlatdars reported the survival 
of crop-lien on some scale. 

Improved incomes and greater assets did 
not therefore, necessarily mean the end of 
the crop-lien'system, but they may well have 
begun a shifting in the terms of the bargain 
in .favour of the peasant. Fforde wrote in 
1883: 

when the farmer is independent, the advance 
is made on condition of repayment in grain 
at rates based on the probable market prices 
of the next season, and the profit depends 
on the state of the future market, and not 
on the farmer’s necessities... should the 
fanner, however be badly off and indebted 
to the trader, the advance is calculated on 
terms which make repayment a sure and large 
profit to the latter (Fforde, November 13, 
1883, BARD, Vol 29 of 1883). 

But if the margin narrowed, advance pur¬ 
chase might cease to be profitable. 
D K Kuikarni, cotton supervisor, Khandesh, 
explained the decline of the advance sale 
system in terms of 

the better state of the cultivators and also to 
the higgling that goes on between them when 
prices fluctuate heavily. If the prices go down 
the merchants will not pay the settled price 
to the cultivators, but will find fault with 
the cleanliness or the black particles of 
bracteoles, while when prices are high the 
cultivator will sell his good tot to another 
man, while to the merchant from whom the 
advance is taken, he will give inferior cotton 
of the third picking, or of lowest ginning. 


Table 3 


District _ Average Per Occupant 



Non-Land Assets 

(Rs) 

Area 

(acres) 

Land Held 

Revenue 

(Rs) 

Debts 

(Rs) 

Poona 

207 

20 

12 

171 

Satara 

212 

18 

21 

241 

Sholapur 

232 

38 

18 

129 

Ahm^nagar 

219 

29 

18 

133 

Khandesh 

411 

22 

28 

403 

Nasik 

262 

34 

32 

411 

Bijapur 

292 

36 

22 

122 


Source: Woodburn 1889; Appendix B, Form 2. 
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This practice is almost dying away and is a 

good thing as the merchants are generally 

moK cliwer than the cultivators in finding 

excuses (Cotton Cttee, 1919, U; 26). 

Evidently, the successful operation of this 
system required the lender to possess a high 
degree of control over the borrower, and 
anything, such as rising income or increased 
local competition, which reduced the 
lenders’ power would tend to undermine the 
viability of the operation. So increased 
incomes may account for part of the decline 
in savkar control. But the-improvements 
were scarcely so great as to emancipate the 
whole peasantry: in the twentieth century as 
in the nineteenth most households found 
themselves with low and uncertain incomes 
and borrowing remained central to their sur¬ 
vival. If the .savkars had been aruious to en¬ 
force crop mortgage, it could have been im¬ 
posed on the numerous poor peasants, as it 
was on the tribal people of the region. There 
were certainly large numbers of indigent 
peasants who would be in no position to 
resist; yet the system of crop hypothecation 
seems to have declined from being almost 
customary to being relatively exceptional. It 
is most unlikely that this change-over could 
have occurred without some degree of con¬ 
currence on the part of the savkars as a body. 
And it is to possible explanations of this that 
we now turn. 

Savkars’ Moiivts 

Let us recapitulate some of the points 
made earlier: hypothecation resulted from 
the fact (hat the crop was the only security 
for the repayment of advances, and, conse¬ 
quently, there had to be strict limits to credit, 
leading to a sort of rationing with repeated 
small advances, often made in kind, in order 
to limit the possibility of diversion from their 
avowed purpose and also, of course, to the 
profit of the savkar. Furthermore, as the crop 
was gathered, it was necessary for the 
creditor to maintain a constant supervision 
over his debtor—who might not otherwise 
deliver the stipulated produce, as Ritchie^ 
Steuart and Co had discovered. In bad 
seasons there might also be the need to roll 
over the credit for another season, or to 
decide to let the creditor fend for himself— 
with the risk of loss owing to his death or 
emigration. 

Such a mode of operation implied local 
residence and knowledge, and ^so a dis¬ 
tinctly limited amount of capital employed; 
with, therefore, small absolute earnings. The 
big merchant would And it most efficient to 
contract through this small local sahukar; 
and the cultivator would generally find it im¬ 
possible to by-pass him since few other 
potential lenders knew him (as Forjett 
pointed out). 

There would obviously be a limited 
number of threshing floors that the savkar 
could visit in one season; and the number 
of separate villages would be even fewer. 
Now, the employment of a larger capital in 
fewer transactions could give the savkar 
increased profit and, if he chose, increased 
leisure too. And certain changes in the 


market structure that commenced in the 
mid-nineteenth century gave the savkars, as 
a class, precisely this opportunity. 

This change was the emergence of a fairly 
active land market. The prolonged agri¬ 
cultural depression that had commenced in 
the 1820s now lifted; and, at the same time, 
the steady growth of the population since 
the crisis at the beginning of the century 
began to make itself felt. Furthermore, the 
British government reduced and rationalised 
the previously high and arbitrary taxes on 
land, and created a uniform and transferable 
title to land under the new survey system. 
Legal processes for the recovery of debt were 
accelerated and simpliAed. In these cir¬ 
cumstances, savkars throughout our region 
began to find that they had a new security 
for the discharge of debt: the seizure and sale 
of the debtor’s land.* 

The land market was still, however, nas¬ 
cent and highly imperfect, and in many coses 
there would really exist nothing like an 
established market value for land. Given the 
attachment of peasants to their land, their 
own valuation might exceed any other con¬ 
ceivable offer for it. Oliphant, collector of 
Poona wrote in 1873: “The ryots invariably 
set a higher price upon their lands than they 
are really worth, and will not as a rule part 
with them for their actual value’’ (Guha 
1985:155). This own valuation of collateral 
could be exploited by the moneylender, who 
by threats of foreclosure could extract more 
from the debtor than any other tenant was 
likely to pay (Cf Bhaduri 1984; 71). The im¬ 
perfectly developed state of the land market 
is shown by the commission’s comment that 
sale values were difficult to ascertain as there 
were “few bona fide sales for cash...’’ 
(DRC: 60). 

Imperfectly developed though it might be, 
the appearance of a market for land, gave 
the savkar a new security, and a new hold 
on the debtor. This would permit a larger 
extension of credit, since there now existed 
a security other than the person and crops 
of the d^tor. Both the necessity for credit 
rationing and for extreme vigilance at 
harvest time would be greatly reduced—in 
fact some savkars might now positively en¬ 
courage the accumulation of debt in order 
to appropriate both the profits of land and 
the earnings of labour. Nor was land now 
an illiquid asset: by the early twentieth cen¬ 
tury there was a steadily growing volume of 
transactions in this market, and the savkar 
could readily turn his property back into 
cash. So the crop-lien system was abandoned 
partly because of improvements in the 
economic situation of a section of the 
peasantry, but mainly because of the change 
in the savkar’s security as regards all 
landowning peasants. 

Cases of Concomitant Variation 

If this explanation of the disappearance 
of the practice of interlocking or crop-lien 
is correct, we should expect to find it to per¬ 
sist in areas where land as security was 
unavailable or uncertain. One such area was 
the tribal-inhabited belt of hills and forests 


that fringed the plains of the Deccan. The 
inaccessibility of these lands would lead to 
their entering the market much later than 
those of the plains, and it was, in fact then 
maiginality that left them in the possession 
of the Bhils at alt. Furthermore; disposses¬ 
sing the Bhils would be productive of little 
advantage as caste Hindu settlers shunned 
th^ fever-ridden areas. Where disposses¬ 
sion was feasible; however, it would generally 
occur, os for instance in Shirpur taluka of 
West Khandesh district, where betweenT888 
and 1917 the Bhils lost much land to Kunbis, 
Rajputs and Oujars (BOS 568: 12). Hence 
we may take it that the Bhils survived as 
cultivators only where the land was in any 
case, poor and ma^nal, i e, of little value. 
In the twentieth century they received some 
additional protection in the creation by the 
government of,a special inalienable tenure 
intended to prevent total expropriation. In 
the terms of security for loans, therefore, the 
Bhil in the twentieth century was in much 
the same situation as the ordinary Deccan 
peasant had been in the early decades of the 
nineteenth. Not surprisingly, the savkars per¬ 
sisted with the same methods. W G Redder 
wrote of Pimpalner taluka. West Khandesh 
in 1869; 

The people seem to be almost everywhere to 
be very badly off. They allow to being in 
debt, though their want of cerdit prevents 
them from being so to any great extent, and 
they seem almost universally to look to the 
aid of the savkar for their assessment, for 
seed for their fields, and even for the food 
of their families between harvests—a state 
of things which has passed away in more 
favoured districts... The savkars live in the 
bazar villages, and after harvest go about 
from viUage to village to buy, or rather to 
take on account the produce of their diffeiem 
clients (BGS 578: 60). 

The situation had hardly changed when the 
collector of West Khandesh gave evidence 
to the Royal Commission on Agriculture in 
1927; 

The sowcar advances the Mauchi or Bhil 
money against his crop before it is even sown 
and provides seed; when the crop is ripe the 
sowcar takes the whole of it and credits the 
cultivator with what may, or may not be the 
value less advances; the Mauchi then dravn 
on account from the sowcar what money lie 
wants or he can get, and the account is Irept 
running indefinitely (RC Ag II, Pt I: 287). 
As another official describing the same 
situation had occasion to remark in 1914: 
Thus, in spite of the protection afforded by 
the tenure, the bania continues to get the 
lion’s share out of the land, and if he is not 
the master of the lant^ he is certainiy the 
master of the nominal master of the land 
(LRAR, 1913-14, Pt II; 34). 

The other instance of the nature of 
security determining the operations of the 
savkar is the case of gur pr^uction. As the 
canal system came to irrigate portions of the 
Western Deccan, the water was increasingly 
utilised for the intensive production of 
sugarcane, and the making of gur. This in¬ 
volved large expenditures of upto Rs 1,0(X) 
an acre; and also generated a large demand 
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Beyond self-sufficiency: 

the lesson of the mid 60 s drought. 


The stoiy of how India became self-suflBcient in 
fi3od has its roots in the drought of the 60s. 

In the aftermath of those traumatic days, when 
the world's lai;gest and youngest democracy was literally 
reduced to going around with a begging bciwl, the 
govranment decided there was no substitute for 
self-sufficiency. 

Consequently, a two-pronged approach was 
identified. 

Laige-scale adoption of high-yielding dwarf 
varieties of seeds. And extensive use of fertilisers. 

The problem was the latter. Domestic fertiliser 
production was simply not enough. And foreign 
exchange shortage ruled out large- scale imports. 

The solution could only be increased domestic 
production. And to make that happen, a dual-objective 
pdicy was evolved. 

Manufacturers should find it profitable to produce 
iliser (only then could the industry growl.And ferm- 
|ers should get fisrtiliser at affordable prices (beca- 
ise only then would they use it). Since the latter is 
I lower, the difference — termed the fertiliser subsidy— 
'had to be borne, obviously, by the government. 

What happened then is part of history.India's 
fertiliser output jumped fiom 04^5 million tonnes in 
1966-67 to 7.07 million tonnes in 1986-87. In the same 
period, foiiliser consumption catapulated fiom 1.1 
million tonnes to 8.8 million tonnes. Foodgrain 
production more than doubled to nearly 150 million 
tonnes. And foodgrain imports dropped from 10.4 
million tonnes to zmr. 

Thanks, in large measure to the pragmatic 
policies of the government and to the positive role 
played by the fertiliser industry, India had gone beyond 
self-sufficiency. And the ‘green revolution' had become a 
symbol of hope for developing nations. 

Today we are visited by a drought that is even 
more severe than the one in 1960s. And we have the 
food buffer to cope with it. What a change fiom those 
'ship-to-mouth' existence days. 

Fertiliser Security. A pre-requisite to food security. 

Iliii, the first in a series of three idvertitements fay the FertUiier Aaeodation of India, traces the evolution of the Fertiliser Policy, and the rote 

it pbyed in the miracle of the green revolution. 
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for credit. Initially yields were high and 
prices good, and few precautions bad to )>e 
taken: the Poona capitalists who lent in 
Pitnpalgaon, Poona district, “led on simple 
account without bond or security, as the 
people grow sugarcane on canal land”. But, 
the villagers added, “the Poona men never 
advance more than the value of the crop, so 
they are never unable to pay them” (DARA 
Rept I89t'92, A-4). Crop security again 
became important because the loans would 
often exceed the value of the land, and, in 
any case the crop was often grown by 
tenants, who, equipped with capital and 
techniques, moved into the newly created 
canal zones. By the 19201s, however, gur pro¬ 
duction was* no longer as profitable as at the 
turn of the century, as soil salinity and low 
prices look their toll. The recovery of ad¬ 
vances became a more serious problem. 
O A Shah, asst registrar, co-op societies 
wrote in 1929: 

Unexhausted soil and high priee.s of gur 
brought good profits to .sugarcane growers 
till a few years ago. As it was possible even 
for an inefficient agriculturi.st to grow sugar¬ 
cane with profit, many agriculturists who 
should not have taken to sugarcane growing, 
went in for it. The rise of income led to a 
higher standard of living and whatever 
surplus remained was utilised in extending 
sugarcane cultivation and in purchasing 
lands at high prices. The .soil however showed 
signs of exhaustion resulting in lower yields 
and the high prices which were temporary, 
gradually went down and the reverse process 
began. For a year or two, or more, so long 
as the cultivator had money or credit and 
consequent command over money, he enter¬ 
tained the hope of a rise in prices, and per¬ 
sisted in what turned out to be a gamble... 
There is no doubt that a number of careful, 
intelligent and di.scriminating agiiculturists 
can and do still grow sugarcane without a 
loss and even at a profit. But that cannot be 
true of the average sugarcane grower if and 
so long as the gur prices of 1927-28 persist. 
In the.se circumstances the co-operatives had 
to look to the security foi loans, so limits 
were fixed for amounts to be advanced, and 
almost all loans exceeding Rs 500 “advanced 
on the mortgage of immovable property and 
also of the sugarcane crop if the finance were 
for sugarcane growing... The scale of 
Tinancc per acre had to be curtailed during 
the year 1927 and at present (1929) prac¬ 
tically no member who cannot find his own 
money for initial expenses and for planta¬ 
tion is financed for sugarcane” (H L Kaji, 
ed 1930: 14). Given the geneial economic 
conditions these measures proved insuffi¬ 
cient to check the mounting arrears— 
overdues on the canal societies reaches 
almost 21 lakhs by 1928-29; for several years 
only insignificant recoveries had been made 
,pPBEC 1:75). 

The savkars faced the same problem, and 
reached in similar ways., Seth Frahiadji 
Goverdhandas told the Bohr bay Banking 
Enquiry that the cost of production of 
sqgqncane was Rs 800 per acre, he had 
aAiariced Rs SOO, but in recent years, owing 
„ tOi.the decline in production had “been ad¬ 


vancing Rs 300 to 400” (ibid II). Tighter 
conditions also began to be enforced, as 
P C Patil stated; 

On the Deccan canals and. in the Wsrna 
valley the sugarcane farmer generally gets 
loans for sugarcane cultivation from 
adatyas ... Not infrequently near Poona, the 
adatya secures his loan by taking a bond 
from the cultivator to the effect that the 
whole cultivation belongs to him (the adatya) 
and (hat the cultivator is his (the adatya’i) 
servant (ibid 11: 298). 

Strict control over sales was necessary if the 
crop was the main security, and must have 
been widely resorted to; the Enquiry Report 
stated that the agent through whom the gur 
was sold was “usually the moneylender, and 
frequently a wholesale dealer as well. The 
money advanced for sugarcane growing is 
almost invariably advanced on the security 
of the crop, with a condition attached that 
the gur must be sold through the 
moneylender.. . the sale proceeds arc 
credited to his account and the surplus, if 
any, given to him in cash” (ibid I: 106). 

That this was a functional necessity is 
shown by its widespread adoption by the co¬ 
operative movement. In the 1950s, it was 
reported from Bombay Province that the 
crop loan system was operating most satis¬ 
factorily with icgard to sugarcane and 
potato. 

In both of these the organisation of sale and 
purchase has been helpful for the expansion 
of credit as well as for the regular operation 
of the credit .sy.stem. The gur purchase and 
sale societies existent in the various tracts 
have undoubtedly helped the extension of 
crop loan credit to sugarcane growers, 
through assistance in the recovery of crop 
loans immediately after the sale of gur. 
The origin of the crop loan scheme itself is 
instructive: after the introduction of the 
Bombay Agricultural Debtors’ Relief Act, 
there emerged a class of ‘adjusted debtors’, 
who could not legally alienate their land— 
consequently, they had to be cut off from 
co-operative credits, and it was for their 
benefit that loans with the crop as security 
were begun in 1939 (RCS, II: 238). 

The depression of the 1930s substantially 
reduced both the rental and sale value of 
land, at the same time as legislation further 
reduced legal powers of recovery. The 
general situation of rural lenders may be 
inferred from the experiences of the Akola 
Central Co-operative Bank: 

As loans were made without very careful 


scrutiny and discrimination, coercive 
measures hod to be token for recovery of 
loans. In many cases, land of the borrowers 
were attached through the courts and mor¬ 
tgages were foreclosed resulting in the ac¬ 
quisition of land by the bank on a substan¬ 
tial scale. As the land values were also 
depressed, it was not possible through the 
sale of land in possession of the bank, to 
recover even a reasonable proportion of the 
outsiaqding loans. Thus a crisis developed, 
and the bank was on the verge of liquida¬ 
tion. An attempt was, however made to save 
the batik from this fate, and a compromise 
was arrived at with the creditors of the bank 
regarding repayment of their deposits, etc. 
Within a short time after this compromise 
came the Second Warld Wtar, and agricuttural 
prices and land indues rose steeply. Many of 
the defaulters repaid their ddits and the bank 
was able to sell the lands acquired during the 
depression at remunerative prices. The finan¬ 
cial position of (he bank thus recorded an 
improvement during the forties. 

As a result of these happenings the bank 
adopted a policy of encouraging the forma¬ 
tion of crop loan .societies with limited 
liability, for the provision of short-term crop 
finance to the agriculturists, and also a very 
cautious loan policy. Firstly, loans were ad¬ 
vanced to the crop loan societies for periods 
of nine to twelve months. Secondly, a ceil¬ 
ing limit of Rs 10 per acre or Rs 500 per in¬ 
dividual member was prescribed (RCS, Dist. 
Monograph, Akola, p ISO). 

In addition to all this, mortgage of land was 
al.so insisted upon, with the deeds being 
deposited with the bank, and provision was 
also made for recovery of overdues as arrears 
of land revenue, i e, by summary process. 

. The problems faced by this bank were the 
problems of all lenders in this period; we 
m'ay also note that the bank reacted by 
adopting many of the private moneylenders’ 
practices as precautions, as well as arming 
itself with powers of recovery far in excess 
of those available to the savkar. This evolu¬ 
tion again bolsters the argument that the 
savkars’ methods were mainly functional 
adaptations to a particular economic 
environment. 

Rural Credit survey 

Apart from the economic hazards of len¬ 
ding in the thirties, there was for the private 
moneylender the additional risk arising from 
changes in the law: both Bombay and Berar 
saw additions to the repertory of legislation 


Table 4 


District 

Percentage of Ibtal Borrowing of All Families from 

Landlord 

Agri Lender 

TVaders, etc 

Prof Lender 

Nagpur 

2 

nil 

13 

42 

Akola 

5 

27 

6 

38 

West Khandesh 

nit 

17 

7 

17 

Poona 

neg 

4 

9 

29 

Kolhapur 

1 

nit 

6 

S3 

Osmanalaid 

neg 

54 

8 

7 

Parbhani 

11 

8 

17 

39 


Source: Vol III Thble U. 
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The fertiliser subsidy: 

and how, surprisingly, it goes 
right back to the Government. 



Our logic rests on a self-evident {H^mise; that in a 
oountiy like India, fi)od prices have to be kept low. 

This implies two things; one, that we produce 
sufficient food^n and two, that we do so at a low cost. 

Which of-course means that fertiliser (the k^ input 
in food production) should easily available, and at prices 
farmers can afford. 

Unfortunately, the cost of producing fertiliser is 
substantially higher than the Government controlled price. 
This is so because inputs for tnaking fertiliser — purchased 
almost entirely from Government oiganisations — are 
inordinately expensive. Various levies and hi^ interest 
rates further add to the cost. 

The difference -- between the selling and the 
reasonable ex-fectoiy price fixed by the Government is paid 
as subsidy under what is called the fertiliser Retention 
Price Scheme. Each fertiliser unit that conforms to pre- 
defined efficiency norms is allowed a post-tax return on 
V~~/ networth of 12%. The system is normative, and not cost- 
plus. However, since the subsidy is pre-determined on a 
N per tonne basis, it naturally rises with production. 

The beauty of the system is that it simultaneously 
encourages the growth of an efficient fertiliser 
industry, makes fisrtilisers available to fermers at affix*- 
Vw^^dable prices, and keeps fbodgrain prices at low levels. 
^ I As to the sum of Rs. 2,000 crores that is paid 

i f A industry, there are mihy ways of looking 

^ at it. The most pertinent one is that the bulk 
|||||H|||^ j of it actually comes right back to the Government 

V ^through the surpluses of various organisations 
w^om the fertiliser industry buys inputs 
(ONGC, Railways, Coal India Ltd. etc.). It is interesting to 
~ note that of the net increase in subsidy between 1980-01 
and 1986-87,94% has gone back to the exchequer on this 
account. So it's hardly the fertiliser industry that’s being 
subsidised'. 

In any case the situation is not unique to India. 
Developed nations like USA and Japan subsidise agriculture 
to a fer greater extent. They sintply call it Farm Price 
Support, and not a subsidy. Perhaps that is why no hue and 
oy is raised advocates of fiee market economies. 


Fertiliser Security. A pre-requisite to food security. 

1111% the second in a series of three adverliienients by the Fertiliser Association of India examines the fertiliser subsidy and concludes that at 

the very least, the term subsidy'is a misnomer. 
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protecting borrowers. There can be little 
doubt that the relations between tender and 
borrower adjusted themselves to this shock 
as to the earlier ones, but it also seems likely 
that the locally resident agriculturist lender, 
with his superior capacity for direct recovery, 
his willingness to accept imperfectly vendible 
security, and lack of easy alternative in¬ 
vestments, would become more prominent 
than the professional moneylender. Thus, in 
the seven districts of upland Maharashtra 
covered by the Rural Credit Survey, out of 
457 moneylenders responding, 242 were also 
cultivators, and 60 were non-cultivating 
landowners: this despite the fact that, the 
definition of the Survey included only 
cultivators who lent substantially among 
moneylenders. 

Nonetheless, the professional money¬ 
lender remained prominent, if the general 
.schedule returns are reliable. 

It is interesting that Osmanabad, which 
was the only district were agriculturist 
moneylenders were more important than any 
other category of Icndci, also had a high 
degree of savkar control over marketing. Of 
the 44 moneylenders inli*rviewed there, most 
reported advancing money against standing 
crops, "about on--fourth stipulated for 
possession of the crops: and nearly half 
of them actually handled the crops for 
inarkciing''. 

Of the 44 moneylenders, 31 were also 
cultivators, four landlords, 16 shopkeepers, 
11 traders and eight brokers and comniLssioii 
agents (ibid). We should notice though, that 
the information in the monograph and the 
data in supply Table 7 do not tally; in the 
latter the 44 moneylenders of Osmanabad 
report no loans against cither standing or 
harvested crops. Furthermore, the cultivators 
responding to the intensive enquiry in this 
district reported by advances, etc, before sale 
of crop in only 6 out of 238 transactions 
(Vol I Pt 2, Ihbles 21.103 and 104). 

One would be inclined to regard the 
monographs as more reliable sources for 
district, conditions, were it not for the fact 


that at least three of than show such close 
resemblances in phrasing at to lead one to 
suppoM that the text was written fbst. and 
the data filled in later. 

The Rural Credit Survey also indicates 
that creditor control ovw marketing in 
sugatcane probably remained strong—at any 
rate this seems to be indicated by the fact 
that, if we ubulate the practices of money- 
lendera and traders in the five cotton- 
producing and the two sugar-producing 
districts lespectivdy, n striking contrast is 
immediately visible^ 

The natUK of the Rural Credit Survey’s 
dau make the elucidation of the relations 
behind the sutistics difficult—apart from 
discrepancies in the statistics indicated 
eariia. For example, the ’uppa strata 
cultivators’ are founfi involved in pre-sale 
credit relations at least as Requently as lower 
strata cultivators, the fiercentaga being 10.4 
and 10.2, of all transactions respectively 
(Tables 21.103 and 104). Again, a very high 
percentage of the fbtal lending by traders 
and commission agents to the surveyed 
families was to the top strata, as the Ikble 6 
shows. Now it is improbable that all these 
persons were borrowing from the merchants 
-on the same terms; but the format of the 
survey prevents us from seeing how condi¬ 
tions may have differed. The monographs 
would be useful in this regard, though their 
exactness is a moot point. However, as far 
as they go, they seem to indicate substantial 
amounts of lending od the security of 
crops—thus ten out of fourteen traders at 
Dhulia market. West Khandesh made ad¬ 
vances to secure crops—and the advances 
amounted to no less than Rs 3,15,000 in all. 
Figures of this sort are difficult to recondie 
with the low level oCborrowing from traders 
and commission agents’ reported in the 
general schedule tables. This may be either 
because the borrowers did not identify the 
lenders as traders, but used some com¬ 
prehensive tarn as ‘savkar’ or ‘sha’, which 
was translated as ‘professional moneylender’, 
or because lenders thought that sale through 


them was guaranteed by the loan, but bor¬ 
rowers did not wholly agree: Or finally, that 
the town machants who- had advanced 
against future supply had done so to small 
merchants and rural dealers, and ihm directly 
to the cultivators themselves. Questions of 
this sort in the format of the Rural Credit 
Survey makes difficult to answa. 

However, we may still conclude that the 
crop-lien system was not predominuit. 
although not unknown eitha, and that 
upper and Iowa straw peasants were about 
equally involved in it. Furthamore, it was 
more common with regard to the marketing 
of sugarcane than in the marketing of cot¬ 
ton; and, finally, there is a suggestion that 
agriculturist lenders resorted more frequently 
to crop-lien than ordinary savkars did. 

Summary and Conclusion 

A particular structure' of commodity 
production arose as a consequence of 
tax-demands in late eighteenth century 
Maharashtra and generated a neeif for credit 
without which production, and consequently, 
both the productive and the unproductive 
classes would suffer. Consequently, a flow 
of credit did result. The problems of security 
for, and recovery of, loans was also resolved 
in various ways; but commonly by the lenda 
having the power of direct distraint or seif- 
help to enforce his claim. Or, to put it in 
another way, nobody without such power 
would lend on any scale—except perhaps to 
neighbours or fellow merchants. 

British rule did not initially result in 
dramatic change. Resort to the more forcible 
methods may have decreased, and appeal to 
a court become somewhat more wide¬ 
spread—but risks and scale of operation 
changed little. Successful functioning still 
required local residence; personal knowledge 
and conswnt monitoring. The structure 
remained one of interlocked markas. 

The real change came when anotha 
marka came into operation; that in land. 
Now in additional, and tangible; security was 
available; and the moneylender could r^uce 
his costs and extend his operations by rely¬ 
ing on it The vexatious enforcement of crop- 
lien lending and careful credit ration!^ 
could now be dropped. And so it latgcly 
disappeared: its explicit and Implicit cosu 
were too high. 

That this argument explains the end of 
interioefcing is evidenoed by marka bdwviour 
in places and tima when landed security was 
bad or unavailable: lenders resorted once 
more to crop-licn security. This did not qtfriy 
solely to the evil-minded moneylenders: the 
co-operative societies siniliuly found 
themselves thrown back on security more 
tangible thau natural goodness of the 
peasants, and initially foumi it in mortgage 
of iand—but when this fkiled they too begu. 
to enforce a Ukn on the crop, to control the 
supply of inputs, and to iMe out advances 
in kind. In short, tbqr did as the SBvkan bad 
done; but withmit making any monqr in the 
process. 

This clbarly shows the functional 
characta of the marka ttruetuns, and 
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District 

Percentage of Respondents Reporting Loans’Against 


Traders 

Moneylenders 


Standing Crop Harvested Crop 

Standing Crop Harvated Crop 

Five Colton 

16 7 

4 4 

TWo Sugar 

64 55 

48 26 


Source: Vol III, Supply Ikbles 6 and 7. 


Tablf 6: I’l.w hNiAOEs or rr>iAL Debt to Traders and Commission Agents of 


All CulTI VATORS. Cl ASSIKTEO BY STRATA OF CULTIVATORS 

District 

Big 

Large 

Medium 

Small 

West Khandesh 

34 

69 

20 

6 

Akola 

26 

75 

20 

5 

Osmanabad 

49 

62 

32 

8 

Parbhani 

28 

39 

42 

20 

Poona 

22 

62 

31 

6 

Kolhapur 

37 

50 

33 

15 

Nagpur 

27 

60 

31 

9 


Source: Calculated from General Table 14, Vol III, RCS. 
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Feeding India in 2001: 

the arithmetic of agriculture. 




By the turn of the centuiy, In(fia‘s population is 
expected to nudge the 100 crore mark. To feed this, 
abwt 240 million tonnes of food-grain will be required 
an inerease of 53% over current productioa 

The Seventh Plan Document anticipates that 80% 
of this increase will have to come from improved 
productivity based on intensified fertiliser use. 

The imi^cation is that if India is to rranain self- 
sufficient in food then fertilise' use must double to 18 
million tonnes by 2001 AD. 

Ther«n lies an opportunity and a {Ntfell. 

The.oppcMtuni^ is that steps can be taken to 
ensure that ^e domestic fiatiliser industry meets nearfy 
the entire requirranent. The advantages of this are 
obvious. No ^pendence on other countries. Creation of 
employment and income. A big boost to industrial 
de«^opment etc. All that the Government has to do is to 
continue what it has been ddng. The current policy has 
wmked excellently imd is, in a majorwiy, reqMns^ 
fiir India's comfortaUe food^n position. 

The pitfidl is die seeming attractiveness of cheap 
imports. Fl^ cheap imports don't stay (heap the 
momMit a big buyer like India enters the international 
market. Second dependence in food or fertiliser 
amounts to the same thing. It compromises India's 
position in international affurs. Arid tlurd of-courae is 
the.(piestion of fixeign exchange. Why ^nd it when 
the saii^ thing can done equally wiOi rupees. 

Why indeed. 

FerWiser Security. A prerequisite to food security. 


1U^ the Iset ill a Mries of dm adinrtHnietm ty dw FeriifiHr Aiaodetkm of bufii aiuhliihes the audal rafe tiul tiw fartOiier indiMiy wH 

hmtopliiyiflndiiiBtoreinainselFsufBcieiitinfixidindielUture. ■ 
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bolsters the otplanation advanced here. Fur¬ 
thermore. if this is indeed the explanation, 
thoi it would not be surprising if contem¬ 
porary investigations (e Bhardwaj 1975) 
were to find many cases of interlocking in 
private credit transactions: the recovery of 
private debt is slow and uncertain, the land 
market clogged with many restrictions and 
oniy a very unwise man would lend to 
someone over whom he had no paralegal 
hold to enforce recovery, if necessary. But 
such arrangements should not be viewed as 
survivals from the eighteenth century: like 
so much else around us, they are slightly 
modified revivals of that time. 

Notes 

[The research embodied in this paper was 
mainly done during my tenure as Vi.siting 
Scholar at the Centre for Development Studies, 
ITivandrum. An earlier version appeared as 
Working Paper No 221 of the Centre. 1 am 
grateful to C R Reddy and N Raghunathan for 
their comments on the drafts. The usual 
disclaimer holds. | 

1 In the western part of Poona district in 1854, 
a settlement officer wrote, the moneylender 
or his agent “may be gencially seen lurking 
about the ryot's stackyard when any 
thrashing is going on, ready to slip in and 
carry off the promised portion of the pro¬ 
duce". There was obviously a limit to the 
number of stackyards the savkar could per- 
.sonally watch, and when his dealtngs became 
wider than this an explicit enforcement 
cost—his agents’ remuneration - would ap¬ 
pear in the account. 

2 In the 1870s relations between creditors and 
debtors were particularly bad, and apart 
from the riots on 1875; there were several at¬ 
tacks on moneylenders by a ‘social bandit', 
Honia Denglia. The resulting in.securi(y drove 
“many of them from the outlying villages to 
local centres and cramped their efforts to col¬ 
lect their debts” (BARD, Vol 25 of 1879, Rept 
of A Keyser, pa 11). 

5 P A Reynolds, referring to conditions in 
the Ni/am's territory stated that savkars 
established themselves in the villages “with 
the view of purchasing up the produce: it was 
either purchased on his own account, or on 
account of some great firm whose agent he 
was; and he generally became the recipient 
of almost all the produce which wa.s not con¬ 
sumed on the spot, or within a short distance 
of the place” (pp 1847-48, XI; 426). 

4 Riimal AGR 26/A of 1853, Record Office, 
Dhule contains this correspondence. We 
should notice that the Firm operated with the 
full support of the state, whose powers, for¬ 
mal and informal, were very great; on receipt 
of the complaint, the collector's first impulse 
was to deprive the recalcitrant ryots of their 
land: He only refrained for fear that such 
action should frighten away all peasants from 
further dealings with the firm (ibid: 22). 
In the tribal tracts of Bombay province the 
same precautions had to be taken by co- 
opentive societies lending to the Bhils. "Care 
to see that the cash did not get into 
of the borrowers as far as possi- 
a member required seed or corn for 



maintenance or cloth or blankets or even 
buUocks, the society sanctioned his demand 
and passed it on to the agency concerned 
which was expected to supply the require¬ 
ments. The debits were then transferred to 
the bank in terms of money which in its turn 
debited the society concerned with the 
amount. Of course, it had to be seen at 
every stage that the individual member's 
or societies' credit was not exceeded” 
(HL Kaji, ed 1930: 18). 

6 For a fuller account see Guha, 1987. 
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Social and Economic Aspects of Attached 
Labourers in Kuttanad Agriculture 

Alex Geoiige 

The highly oppressive feudal characteristics of the system of attached labour prevailed in Kuttanad until 1943. 
These labourers mostly belonged to the pulaya and the paraya castes who became apparently free' qfter the abolition 
cf slavery in 1855. The prevalence of this system even during the early period of capitalist investment in agriculture 
can be explained by several factors not least of which is the characteristic form of highly labour intensive cultivation 
in the region known as punja cultivation and the fact that pulayas and the parayas were alone engaged in the 
hardest and the dirtiest of tasks involved. So firm was the grip of this feudal system that the attached labourers 
were slow to unionise. However, it was the labour movement which contributed significantly to the transition 
from attached labour to free labour. 


THE Thiruvithamkoor Karshaka Thozhilali 
Union (TKTU) the first agricultural labour 
union in Kuttanad and of Kerala was formed 
in 1941,' under the initiative of the leaders 
and cadres of the organised working class 
of the coir industry of the nearby Alleppey 
town. But during the formative stage of 
TKTU the pulayas and parayas^ of Kuttanad 
who were under the feudal system of attach¬ 
ed labour, kept aloof from its activities.^ 
This was due to the extreme grip of the 
feudal system of attached labour over 
them.^ This system of attach^ labour was 
made use of by the farmers of Kuttanad 
region who engaged in capitalist investment 
in paddy cultivation.' Tendencies of 
capitalist investment in paddy cultivation in 
the region can be traced as far back as the 
latter half of 1880s." 

Since the condition of the pulayas and 
parayas as attached labourers, had its im¬ 
plication for their unionisation, we set 
apart a section each of this paper for the 
analysis of: 

(i) 'Position from slavery to attached 

’ labour in Kuttanad; 

(ii) The feudal character of the attached 
. > labour system, and . 

(iii) The prevalence of the attached labour 
system under capitalist investment in 
agriculture. 

According to the "Report of the Kutuuiad 
Enquiry Commission of 1971”, the area of 
Kuttanad is spread over the S2 villages which 
lie in AUqtpey district and 24 villages in 
Kottayam t^trict.^ Some of these villages 
now form part of the recently-constituted 
district of Pathanamthitta. Therefore, at 
present i^ttanad is spread out in the 
three districts of Alleppey, Kottayam and 
Pathanamthitta. The idittanad region covers 
an area df 337.4 sq miles of which 189.2 sq 
miles are wet lands and 117.2 sq miles are 
(by lands. The remaining 31 sq miles is lake 
area. The total area undo- paddy cultivation 
is 1,23,612 acres which is nearly two-thirds 
of the land area." 

I 

'nvnaition from Slavery to 
Attached Labour 

In this section we first bring out the mode 
of transition from slavery to attached labour 
which occuntd in Traiwcore state as a 


whole. The general characteristics of this 
transition applies to Kuttanad also and 
serves as the background for going into the 
special conditions of Kuttanad. 

Though slavery was abolished in 'Ihivancoie 
in I8SS it persisted in the veiled form of at¬ 
tached labour system. The TVavancore state 
manualist V Nagam Aiya states in his work 
published in 1906 that pulayas were at¬ 
taching themselves as soilserfs to their old 
estates. They could, however, not be sold as 
before.* This mu.st apply to the parayas as 
well since they were also one of the agrestic 
slave castes. 

A V Jose holds the view that the tenancy 
reforms proclaimed by the Dravancore 
government in “19th century” which increas¬ 
ingly conferred ownership rights on the 
“tenants” led to a decline in land lease tran¬ 
sactions, which in turn resulted in the decline 
in the practice of slaves changing hands.'" 
Thus slaves, Jose concludes, came to be 
retained by the persons who began to enjoy 
pennanent ownership right on land, and this 
led to the system of attached labour." 

Jose is referring to the conferment of 
ownership rights on ‘state tenants’, i e, the 
tenants on government-owned land, which 
to be precise was carried out in 1865.'^ The 
category of state tenants deserves mention 
with respect to its origin and development. 

Until the reign of King Anizham Thtrunal 
Marthonda Varma (1729-17S8)," the ter¬ 
ritory of Thivahcoce did not extended beyond 
a small principality called Venad. During his 
reign Marthanda Varma conquered all the 
neighbouring principalities and extended the 
territory of Iriivancore to the south of 
Cochin and the west of the (Sahyadri) moun- 
tein ranges.'* 

Lands belonging to the rajas of the con¬ 
quered principalities were seized by the 
TIravancore state which declared itself the 
owner of these lands. The tenants on the 
lands of the conquered rsqas were made 
tenants of the TVavancore state" and the 
category of state tenants emceed. The state 
tenants now enjoyed the advantage of fixity 
of tenure,'* which they did not, when the 
land was under the former rajas of the con¬ 
quered principalities. Ward and Connor 
estimated that at the end of the 18th cen¬ 
tury about one half of the total 70 lakh acres 
of cultivable land in TVavancore came under 
state tenancy.'^ ]t was this very same class 


of state tenants who had enjoyed fixity of 
tenure in the 18th century itself, who were 
granted ownership rights in 1865, by the 
Pattom Proclamation of the TVavancore 
monarchy.'* The trend of decline in land 
lease transactions must have occurred in the 
I8th century itself following the grant of fix¬ 
ity of tenure to the state tenants but before- 
the conferment of ownership rights on them 
in 1865. But despite the attainment of fixity 
of tenure during 18th century, the transfer 
of slaves either by sale or by mortgage'* 
continued until the impact of the slavery 
abolition proclamation of 1855^ began to 
be felt. 

Thus the relationship between permanent 
rights in land, decline in land lease transac¬ 
tions and decline in transfer of slaves^' 
which Jose tries to establish was not the 
reason for the transition from slavery to at¬ 
tached labour. 

The immediate reason for the shift from 
slavery to attached labour was the impact 
of the Slavery Abolition Proclamation of 
1855. It freed the slaves legally and pro¬ 
hibited the .sale of slaves. It stated that any 
act which would be a penal offence if done 
to a free man lhall be equally an offence if 
done to any person on the pretext that he 
was in a condition of slavery. 

In these circumstances the slave owners 
skilfully gave up the practice of sale and 
mortgage of slaves because it was only when 
slaves changed hands, that a person was 
engaged as a slave came to be known. But 
a new form of veiled slavery emerged which 
came to be known as attached labour 
system, which had all the characteristics of 
slavery, except that the attached labourer 
could not be transferred. In the absence of 
any state measure to provide economic 
sustenance to the freed slaves, they were in 
fact compelled to remain dependent on their 
former masters. This was another important 
immediate reason for the transition from 
slavery to attached labour.^' 

Apart from these immediate reasons there 
were in fact deeper reasons which arose from 
the structural features of ca.stc^* which 
worked in the transition from slavery to at¬ 
tached labour. The structural reasons per¬ 
tain to the coincidence of the category of 
slave with the lowest castes in the traditional 
caste hierarchy, the mechanisms of prohibi¬ 
tion on leasing in land and the rules of 
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distance pollution which maintained such a 
coincidence^’ and the role played by these 
mechanisms in the transition from slavery 
to attached labour.^’’ 

Oharma Kumar remarks that one of the 
most striking and important peculiarities of 
the Indian forms of servitude is theii close 
connection with the caste system. Must types 
of servile status were hereditary, and in 
general the ‘serfs’ and ‘slaves' belonged to 
the lowest castes.It is in this context that 
Francis Buchanan who toured Malabar and 
published his work in 1807 used the words 
‘slaves* and ‘churmar* synonymously.^* 
Churmar is a corrupted form of cherumar, 
the name under which pulayas are known 
in Malabar. 

The lowest castes such as pulayas and 
parayas who were slavif>> and later nans- 
formed to attached labourers were not 
allowed to own or lease in land. Dharma 
Kumar is of the opinion that “the lowest 
castes were probably prevented from own¬ 
ing or leasing land by powerful social sanc¬ 
tions”.’" Even in 1909 the Malayala 
Manorama, 'a newspaper published from 
Kottayam town which lies on the fringes of 
Kuttanad had argued in favour of giving 
land on lease to the pulayas." This testifies 
that even as late as the first decade of this 
century also land was not leased out to 
pulayas and such other slave castes including 
parayas. 

The ban oo leasing out land had prevented 
the pulayas, parayas and other slave castes 
from becoming tenants. It relegated them to 
the level of landless agricultural labourers. 
The laws of pollution had also prevented the 
pulayas, parayas and other slave ca.stes from 
entering into any craft or trade which 
demanded intercourse with the upper ca.stcs. 
Thus all possible changes of upward 
mobility were sealed to them. The laws of 
pollution in fact pushed them to wet land 
cultivation,-’^ which is a very unhealthy, un¬ 
tidy and a hard type of labour. ‘Punja’ form 
of paddy cultivation practised in Kuttanad 
is a particularly hard type of wet land 
cultivation. The pulayas and parayas were 
not employed to work in the dry lands which 
were adjoining the houses of upper caste 
land owners, and tenant cultivators.” 

The immediate reasons fur the transition 
from slavery to attached labour, viz, the legal 
impact of the slavery abolition proclamation 
of 1855 and the implementation of the pro¬ 
clamation without providing any means of 
livelihood to the fre^ slaves operated within 
the above-mentioned structural conditions. 
Though the slaves were legally freed in 1855, 
land was not leased out to them, nor could 
they take up profession which required inter¬ 
course with the upper castes. Thus, they were 
compelled to remain attached to their former 
owners and engage in wet land cultivation. 
It was in this manner that the attached 
labour system originated in Travancore. 

ORIGIN oi Attached Labdur System of 
kuttanad 

The geographical and climatic constraints 
involved in the punja fopi of paddy 
cultivation’* practised in Kuttanad made it 


highly faibour-intensive and demanded the 
services of a large reserve force of labour.” 
The labour needs of punja cultivation was 
further intensified by the ^most caste-based 
division of labour which was practised 
within the processes of punja cultivation 
which put the pulayas and parayas alone in 
charge of the hardest and dirtiest tasks’" 
and thus limited the source of labourers 
rccruitable for these tasks. Since pulayas 
and parayas alone were engaged in the 
hardest and dirtiest tasks involved in punja 
cultivation, their labour acquired crucial 
significance. 

Against the background of the labour in¬ 
tensive conditions of punja cultivation, 
imposed by the geographical and climatic 
constraints, coupled with the ciucial role 
played by the pulayas and parayas in the 
cultivation process, the tenant cultivators” 
of Kuttanad made the pulayas and parayas 
attached labourers at cheap rates of wages’* 
after the slavery abolition of 1855. 

It was the tenant cultivators of Kuttanad 
who kept slaves before the slavery abolition 
proclamation of 1855 and the attached 
labourers after 1855. In this respect we give 
a note on land relations in Kuttanad as it 
existed before 1855. 

I-and in Kuttanad was mainly held by the 
brahmin families known as ‘brahmaswoms’, 
the temple authorities called ‘devaswoms’ 
constituted of brahmins, and by a few nair 
chieftaias.” The tenants who leased in land 
from the brahmin; and nair chieftains 
belonged mostly to the nair and syrian Chris¬ 
tian communities.*" The tenant holdings of 
Kuttanad generally ranged above 10 acres*' 
and this relatively large to very large size of 
tenant holdings was the source of power of 
the nair and Syrian Christian tenant culti¬ 
vators. The scheduled castes who included 
pulayas and parayas were prevented from 
leasing in land by customary regulations.*^ 
The ez.havas who oceupied a social status 
between pulayas and nairs were not banned 
from leasing in land. But they generally got 
small parcels of land on sub-lca.se*’ ba.sis 
from the nair or Syrian Christian tenants. 

We deal now with the particular geo¬ 
graphical and climatic factors involved in 
punja cultivation and the caste-based divi¬ 
sion of labour in order to show how these 
factors necessitated the prevalence of slavery 
in the form of attached labour even after the 
slavery abolition proclamation. 

The paddy fields of Kuttanad known as 
‘patashekharams’, which vary from 10 acres 
to 2,400 acres in size'* lie below the sea¬ 
water level*’ and are surrounded by ring 
bunds which protect them from the rivers 
and backwaters around them.*" Water is let 
into these fields after a season of cultivation 
is over. This is done for several reasons. 
Letting in water through one or two slashes 
in the ring bund, prevent the bund from a 
total collapse, as a result of pressure of water 
due to the ebb and tide of the rivers and 
backwaters, especially during the monsoons. 
It als9 helped the formation of fertile silt 
deposits in the paddy fields; and the decay 
of the remnants of hay in fields which 
formed a natural manure and, at the same 
time prevented t^ growth of weeds. 


Water which was thus, let in had to be 
drained out before a season of cultivation 
began. This demanded first of all the 
replenishment of the ring bunds around the 
paddy fields. Even though water was let in 
through a few slashes in order to prevent the 
bunds from total ruin, the bunds, still got 
seriously damaged during the monsoons. 
Since cultivation was carried out in a field 
only once in two or three years till the 
Second World War,*’ the bunds had to 
withstand several monsoons, which was dif¬ 
ficult. Therefore, in most cases the bunds 
required not just repair but often replenish¬ 
ment. The replenishment of bunds was car¬ 
ried out by fixing rows of coconut tree 
trunks on both sides of the damaged por¬ 
tions of the bund which were then covered 
with bamboo mats to prevent the clay-built 
bund from getting washed away. The 
damaged portions of the bunds now lying 
between the tree lined construction were fur¬ 
ther strengthened by packing heavy clay and 
shrubs. This activity known as ‘puravaram- 
pupani’ was the first item of work in a 
cultivation season. 

‘Puravarampupani’ (replenishment of 
bunds) involved the collection of very large 
quantities of clay from the depths of the 
rivers or [tackwaters. The collection of clay 
in this manner and replenishing the bunds 
using the clay demanded the services of large 
number of labourers. 

Once the ring bunds were properly rebuilt 
the second major activity of punja cultiva¬ 
tion began. This was the draining out of 
water from the fields. Until the turn of the 
century when crude oil/kerosene/diesel- 
based pumps** began to be introduced the 
draining out of water was done manually, 
with the help of a crude technologicai device 
known as ‘chakram’ or waterwheel.** 

Waterwheels resemble the windmills in 
shape and have wooden planks as spokes. 
The size of the waterwheels vary according 
to the number of spokes. It is stated that 
there were such huge ones as those having 
36 spokes.*® When water was drained out 
using waterwheels, the large waterwheels 
with 36/28/24 spokes as the case may be 
were Fixed on the ring bunds, above the slash 
made to drain out water. A bamboo scaf¬ 
folding was erected on the bund, fadng the 
waterwheel and the labourers to sit on 
the scaffolding and rotate the waterwheel by 
turning its spokes with their legs. Large 
waterwheels with greater number of spotes 
could be operated only at a certun level of 
water. Hence, as the level of water in a paddy 
Held came down, the smaller watenvheels 
with fewer and fewer number of spokes were 
pressed into service to bring water from the 
inner field and lift the level of water at the 
spot where the large waterwheels were fixed, 
so that they could be operated. Thus manual 
dewatering required a set of waterwheels of 
varying sizes.” When it was the case of 
dewatering huge ‘patashekharams* stretching 
into hundreds of acres, several such sets of 
waterwheels were needed. It took several 
weeks of day and night labour to drain out 
water from large patashHcharams.” Since 
rotating waterwheels was considered to be 
a very hard form of labour, labourers could 
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worlcwily on • shift basis. There were four 
such Aifts operatted alternatively by two sets 
of labourers.*^ The number of labourers re¬ 
quired for operatii^ the shifts further 
increased the labour needs of dewatering. 
But even apart from this, manual dewater¬ 
ing was one of the labou( demanding fac¬ 
tors of puitja cultivation. 

Ldx>ur needs Of punja cultivation also in¬ 
creased due to climatic conditions which 
compelled the cultivation activity to be com¬ 
plete within a fixed span of time. The 
cultitation had to commence immediately 
after the south-west monsoon, in September- 
October and harvesting had to be completed 
before March when inflow of saline water 
into the rivers and backwaters could destroy 
the crops in the fields. Commencement of 
cultivation could not be done before 
September because the onslaught of mon¬ 
soon could destroy the crops.'■* This ex¬ 
tremely time-bound nature of punja cultiva¬ 
tion had created a high demand for labour 
all over Kuttanad during the cultivation 
season. Therefore, the tenant cultivators of 
Kuttanad had to ensure an adequate supply 
of labourers during the cultivation sca.son. 

The ring bunds once replenished for a 
cultivation sea.son had to be guafded against 
the pressure of the flooded rivers during the 
heavy rains. Constant vigil was needed to 
prevent any breach of bunds and for the 
immediate repair of bunds when a need 
arose.** The protection of bunds required 
the constant devoted .spi vices of a set of 
labourers. 

Before the Slavery Abolition Proclama¬ 
tion of 1855, the pulayas and parayas who 
were slaves, were sources of cheap labour, 
for the labour requirements of punja cultiva¬ 
tion. Due to the extremely time-bound 
character of punja cultivation, labour needs 
of tenant cultivators ail over Kuttanad 
reached a peak during the cultivation season. 
The pulaya and paraya slave castes ensured 
the tenant cultivators with an adequate 
supply of labour during the peak season. In 
addition to this the pulaya and paraya slaves 
who were deliberately housed on the *chiras’, 
the broader portions of ring bunds, also pro¬ 
vided protection to the bunds against breach. 

The tenant cultivators who benefited from 
the services of the slave castes, devised the 
attached labour system, after the proclama¬ 
tion of slavery abolition in 1855 so as to 
preserve the services rendered by the slave 
castes under their command. 

The almost caste-based division of labour 
practised in Kutunad, put the pulayas and 
■ parayas in a crucial position in punja cultiva¬ 
tion. This was another significant factor 
which worked for making them attached 
after the slavery abolition proclamation. 

Wi have pointed out earlier that the 
pulayas, parayas and other slave castes were 
'not permitted to lease in land even in 1909. 
Furthermore the laws of pollution prevented 
them from taking up occupations including 
cuhivation in dry lands which were generally 
near the houses of upper castes. As a result 
wet land cultivation became the only oc¬ 
cupation open to the slave -castes. This 
resulted in an almost caste based diWsion of 
labour in the agricultural sector between the 


pulayas, parayas and other slave castes on 
the one hand and the ezhavas who were also 
mainly a labouring caste, on the other 
hand.** 

The travel notes of Duarte Barbosa a 
Portuguese who visited Kerala in the 16th 
century and of Fnmeis Buchanan a Britisher 
who toured Malabar in early 19th century 
also indicate that the pulayas had to engage 
in wet land cultivation, while the Ezhava 
labourers mainly engaged in the cultivation 
of dry garden lands and certain other related 
occupations.*^ The accounts of Barbosa 
and Buchanan also indicate that the ezhavas 
took to wet land cultivation, more as an 
exception than as a rule. 

Barbosa observed about pulayas: “They 
plough and sow the fields with rice... They 
live in swampy fields and places, where 
respectable people cannot go. They are held 
excommunicated and accursed!’** 

Wc have already quoted Buchanan in a 
different context where he says: by far the 
greater part of the labour in the field was 
performed by the slaves or ‘churmar’.**' 

These two observations about I6th cen¬ 
tury and 19th century Kerala point out that 
the pulayas had to engage in wet land 
cultivation. 

About the ezhavas, Barbosa states: "Their 
principal employment is to till (sic) the palm 
trees,** and gather their fruits. They make 
wines*' in the country... carry everything 
from one point to another, hew stones and 
gain their livelihood by all kinds of laboui!’*^ 
While Buchanan observes: “The proper duty 
of the caste is to extract juice from palm 
trees, to boil it down to jaggery and to distil 
it into spirituous liquors, but they are also 
very diligent as cultivators,** porters and 
cutters of firewood!’** 

Both Barbosa and Buchanan agree that 
the major occupation of the ezhavas was 
related to the coconut palm which was the 
major dry land crop of Kerala. Since both 
the authors do not specifically indicate wet 
land cultivation as an occupation in which 
the ezhavas engaged, and on the contrary 
emphasise their role in one or other occupa¬ 
tion related to the coconut palm it seems to 
indicate that the ezhavas were generally 
engaging in dry.land cultivation and related 
activities. 

But this pattern underwent certain 
changes where the extent of dry land was 
limited. Kuttanad was such a region. We 
have mentioned in the initial part of this 
paper that 2/3 of the total land area of 
Kuttanad was under wet land cultivation.** 
Joan P Mencher also states that dry garden 
lands in Kuttanad are of limited extent.** In 
this situation a section of the ezhavas also 
had to turn to wet land cultivation for their 
sustenance. But since there were chances for 
them to get paddy-land op sub-lease, or to 
engage in toddy tapping, or spinning coir 
they took to the less hard, less unhealthy and 
cleaner operations related to punja cultiva¬ 
tion. It is to be noted that the hard and diny 
tasks involved in punja cultivation such as 
collecting clay to replenish the ring bunds 
and manual dewatering were activities done 
by male labourers. As a rule the ezhava male 
labourers did not engage in the hard and 
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dirty tasks involved in punja cultivation, 
namely replenishment of ring bunds and 
dewatering by rotating the waterwheels.*'* It 
seems to indicate that the ezhava males took 
up such comparatively easier, healthier and 
cleaner tasks as ploughing, sprinkling 
limestone,** hedging, sowing and manur¬ 
ing. The pulayas engaged in these com¬ 
paratively easier and cleaner tasks also, but 
the ezhavas on the contrary, generally kept 
aloof from the very hard and dirty activities. 
Since the predominantly female occupations 
such as weeding and transplanting were not 
especially .hard in punja cultivation, the 
ezhava women took up these tasks together 
with pulaya and paraya women.. 

It was mainly the pulaya and paraya males 
who.carried out the replenishment of bunds 
and manual dewatering. That the collection 
of clay in order to replenish bunds was an 
exclusively pulaya-paraya occupation is in¬ 
dicated by the Malayala Manorama as late 
as 1909, The paper stated: “(We) don’t think 
that anybody other than the pulayas can 
remain in the depths of water, dig clay and 
carry out punja cultivation’’.** As noted 
already the collection of clay from river beds 
and the depths of backwaters was essential 
for the replenishment of ring bunds. Though 
the Malayala Manorama does not make a 
specific mention about the participation of 
parayas in collecting clay from river beds, 
they had also to engage in this hard and dirty 
activity, since they were also prevented from 
leasing in land and from taking up occupa¬ 
tions which demanded interaction with the 
higher castes, Manorama writes only about 
pulayas because, as we have stated in foot¬ 
note 31 the term ‘pulaya’ was used as a 
generic term for all slave castes including the 
parayas. This point becomes even more clear 
when we find that this mention of pulayas 
occurs in an article entitled “Education of 
the Low •Castes”'’" where they argue for 
providing education to the low castes as a 
whole which includes parayas also. 

Since the collapse of the attached labour 
system from 1943,^' on account of the 
struggles of attached labourers,^* the collec¬ 
tion of clay has become a more paying 
occupation'’* than ordinary agricultural 
labour. Still there are very few ezhava 
entrants into this occupation. Collection 
of clay still remains a pulaya and paraya ac¬ 
tivity. On the other hand this is a clear 
survival of the fact that the pulayas and 
parayas were engaging in the collection of 
clay before the slavery abolition proclama¬ 
tion of 1855 and throughout the subsequent 
period, and on the other hand, it points to 
the disapproval of the ezhavas towards col¬ 
lecting clay from the depths of rivers and 
backwaters, even when it pays more. 

Samuel Mateer who was a missionary of 
the Ixindon Missionary Society (LMS) in 
Kerala mentioned in his work published in 
1883, 28 years after the abolition of slavery, 
that the pulayas were engaged in pumping 
the fields dry.’* Maieer’s work under the 
title, “Native Life in fravancore”, deals with 
IVavancore and in Travancore, there were 
only a few miniscule pockets of land except* 
Kuttanad where the fields had to be pump^ 
and dried for cultivation. ‘Pumping’ out 
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water in 1883 was done by rotating the water¬ 
wheels, as the Hrst mention of mechanised 
pumping comes only in 1901.^* Therefore, 
the pulayas in 1883 were actually engaging 
in manual dewatering by rotation of water¬ 
wheels, which as we have pointed out 
elsewhere in this section, was very hard 
labour and hence labourers could work only 
on a shift basis.” Though Matecr’s obser¬ 
vation pertains to 1883 it must apply even 
more to the pre-slavery abolition days before 
I8SS. As slaves, the pulayas were not likely 
to have been freed from the hard task of 
rotating waterwheels. The observation about 
pulayas must apply to parayas too, .since they 
were also a slave caste engaged in agri¬ 
cultural labour in the Kuttanad region. 

To sum up: In the Travancore principality 
as a whole, the immediate reasons for tran¬ 
sition from slavery to attached labour 
emanated from the proclamation of slavery 
abolition of I8SS. It prompted the slave¬ 
owners to abandon the practice of transfer¬ 
ring slaves and instead to retain them. On 
the other hand since the proclamation was 
not backed by any financial assistance to the 
freed slaves to maintain themselves, they 
were forced to be in continued dependence 
of their former masters. Thus, the attached 
labour system of Travancore originated in 
this manner. Rut at the same time, there were 
structural reasons such as the ban on leas¬ 
ing land to the slave castes and the effect 
of the rules of pollution which forced the 
pulayas and parayas to restrict themselves 
to the cultivation of wet lands which in turn 
compelled them to remain attached to the 
tenants. In the Kuttanad region, the labour 
intensive conditions of punja cultivation im¬ 
posed by the geographical and climatic con¬ 
straints required a large reserve army of 
labourers to carry out cultivation at cheap 
rates of wages. It was the pulaya and paraya 
slave castes who provided a substantial part 
of the labour requirements of punja cultiva¬ 
tion as a whole. Moreover it was they who 
had to engage in the particularly hard and 
dirty tasks involved in punja cultivation. 

II 

Feudal Characteristics of 

Attached Labour System 

Until 1943 the highly oppressive feudal 
characteristics of the system of attached 
labour prevailed in Kuttanad. The system of 
attached labour began to collapse only with 
the unionisation of attached labourers from 
1943.^» 

Enforced economic dependence, threat of 
eviction from homesteads,"'* perpetration of 
physical violence and subjugation by the 
socially disabling rules of caste*® were the 
devices by which the tenant cultivators and 
the latterly emerged class of owner- 
cultivators'" exercised their hold over at- 
,tached labourers. 

The attached labourers of Kuttanad 
known as ’onappanikkar’*^ or ‘akathal’** 
belonsid mainly to the pulaya and paraya 
castui,'4illWle the free-wage latourers known 
ati;-; ^ratbal’*^ belonged. to the ezhava 

^ which was ranked above the pulayas 


and parayas. 

An apparently free pulaya or paraya after 
the proclamation of slavery abolition 
became an attached labourer by receiving a 
loan of paddy from a farmer and thus get¬ 
ting cemmitted to repay the loan by working 
for him. According to S K Das the average 
quantity of paddy given as loan in 1932 was 
10 ‘paras'.** At the end of the cultivation 
.season a customary paymerit of paddy, 
known as ‘adayam’ whiqh translates as 
‘income’ was given to tlie attached labourer. 
The quantity of paddy thus paid, before the 
1943 struggle of attached labourers was 25 
‘paras’.*^ 

The attached labourers were also given 
loans in paddy during the lean se.'<SQn when 
they had no woik, and when they had crises 
in the family.** A feudal system of 
exchange of gifts was also practis^ between 
the farmers and attached labourers. The 
farmers gave them gifts of paddy for the 
festivals of *Onam', ‘Makam’, ‘Vishu' and 
‘Karkitakavavu’ and also when there W'as a 
marriage or death in the family of the at¬ 
tached labourer. In return'the attached 
labourers also had to present gifts to the 
farmers.** These gifts were generally 
vegetables or fruits grown in the .small patch 
of land, on which the attached labourer was 
housed. 

At the outset it might suggest that the 
system was beneficial to the attached 
labourers, since they could get loans for the 
lean season and certain gifts. But the system 
of attached labour was in fact highly ex¬ 
ploitative. The attached labourers were given 
lower wages compared to the free-wage 
labourers.*" Attachment was familial, in¬ 
volving women and children.*' Children 
above the age of 14 had to undertake the 
same tasks which their adult counterparts 
engaged in. Work went on continuously for 
long hours without even a break at noon. 
The attached labourers were expected to be 
in the field before sunrise and had to work 
until .sunset. 

The paddy given as festival gifts came to 
hardly 10 ‘paras’ during a year.*- Even 
though loans were given to tide over the 
lean period, these loans were used as a 
mechanism to ensure the continued attach¬ 
ment of the labourers. When a loan was 
given during the lean period it was measured 
with the ‘koolippara’*^ which was smaller 
than the ‘standafd para’.** But when the 
loan was repaid the payment had to be made 
in the standard para which was bigger than 
the koolippara. Thus, even in sheer quan¬ 
titative terms the attached labourers had to 
pay more. In addition to this a system of 
dual pricing was also followed. During the 
lean period when paddy was given as loan 
it was accounted at the higher price of paddy 
of the lean season. But when the attached 
labourers repaid the loan in the harvest 
season it was accounted at the lower price 
of paddy of the harvest season.** As a 
result of this dual pricing the attached 
labourer could never pay back his debt and 
become free. 

We have mentioned before, that the wage 
of the attached labourers was lower than that 
of free wage laMKirers. Even this lower wage 


was not paid regularly or fully. They were 
generally paid allowances with the assurance 
that their accounts will be settled at the end 
of the cultivation season. The farmers who 
kept the accounts.of work tad payments 
made to attached labourers used to mani¬ 
pulate the accounts fraudulently and make 
the labourer a debtor, even'after reckoning 
the customary payment known as ‘adayam’. 
The indebted labourer had to therefore, re¬ 
main attached for another season. This cycle 
went on.** 

Thus, by using three fraudulent means the 
farmers enforced continued economic 
dependence of the pulayas and parayas. 
Continued economic dependence led to con¬ 
tinued attachment which was passed over 
even to subsequent, generations. 

The threat of eviction from house sites 
was another form of ft*udal oppression prac¬ 
tised in Kuttanad. The attached labourers 
did not own even a house site. As mention¬ 
ed in the previous section they were housed 
on the ’chiras’, which were the broader por¬ 
tions of the ring bunds of paddy fields. The 
farmers had the privilege of evicting them 
at will.** K C Alexander notes that eviction 
of hutment dwellers was not uncommon in 
the past.** Eviction as done under the 
pretext of such alleged acts of misbehaviour, 
as absenting from work for a day, or not at¬ 
tending to work in time. Being landless, the 
attached labourers could not bear the threat 
of eviction. 

Feudal oppression on attached labourers 
also took the form of perpetration of physical 
violence. Thakazhy Sivasankarappillai in his 
novel ‘'RanditangazhP' (“TWo Seers of 
Cirain”) published in 1948** narrates the 
case of an attached labourer who was beaten 
up and his leg broken by the farmer who 
employed him."® Thakazhy also describes 
a discussion among the attached labourers 
after the incident. When an attached 
labourer from the younger generation ex¬ 
presses doubts about the rightfulness of the 
farmer’s act,'® a more experienced attached" 
labourer teaches him the rules of the land: 
“If thampuran"® has beaten a paraya, four 
or five times, there is not so much to com¬ 
plain about. "Thampurans have killed ‘adiyar’ 
(slavcs/attached labourers) tmd drowned the 
bodies in the rivers. It comes within their 
power!’®* As Kanaran, A notes, the at¬ 
tached labourers were made to consider that 
the ‘thampurans’ had the power to beat them 
or even kill them."** 

In Kuttanad too the social disabilities of 
caste were used to subjugate the attached 
labourers as they belonged to the pulaya and 
paraya castes. The pulayas and parayas could 
not walk on public pathways. 'Tliey were not 
allowed to enter the village tea shops 
either.'** The doors of the educational insti¬ 
tutions remained closed to them."® Joseph 
Thaiamangalam notes that “when the 
harijan children began to attend schools in 
the 1940s and 1950$ they faced the open 
displeasure of the landlords’’.®* The 
pulayas and parayas were barred from wear¬ 
ing clean clothes.'"* They had to soli clean 
clothes with carbon before wearing them. 
Dress itself had to be limited to a'piece of 
cloth around the wain. Blouses and saiecs 
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which had by then become symbols of 
modonity were not supposed to be worn by 
the pnlaya and paraya women. 

The pulayas and parayas had to use a set 
of derogatory words for ego reference while 
another set of honorific words were to be 
used to refer to their employers and other 
landlords. They had to refer to themselves 
as ‘adiyan’ (slave), and their masters as 
‘thampurans* (lor^). They had to call the 
paddy they received as wages —nelpathir 
(chafO, their rice —katlart or 'poozhikkaltu' 
(stone rice), their rice gruel —karikkadi (dirty 
gruel) and their money —chempukashu (cop¬ 
per coin)."® 

We have discussed upto this point the 
mechanism of feudal oppression used to 
subjugate the pulaya and paraya attached 
labourers. It is also relevant to look into the 
mental disposition of the pulayas and 
parayas to the feudal system of attached 
labour. 

Certain works of Thakazhi Sivasankara- 
ppillai provide insights in this regard too. In 
his novel “RanditangazM', referred to 
earlier, Thakazhi narrates an incident in 
which an attached labourer is not able to 
stand the criticism that the work in the 
'patasekharam' where he is employed is not 
progressing sufficiently."' There was in fact 
a competition among the groups of attached 
labourers working under different farmers 
and those groups of attached labourers en¬ 
trusted with the work of separate plots under 
the same farmer to complete as much work 
as quickly as possible."^ The attached 
labourers assess^ themselves on the basis 
of the work done in the field and the yield 
raised from the field."’ 

In THakazhi’s autobiographical sketches, 
the case of a pulaya who showed self- 
negating loyalty to his master is mentioned. 
The mgjor occupation of Thakazhi’s father 
who happened to be the master in this case 
was paddy cultivation, on leased lands. He 
also owned about 75 cents of land. When 
Thakazhi’s father, all of a sudden decided 
not to lease in land for cultivation any 
longer, he did not find any need to keep at¬ 
tached labourers to cultivate his own small 
plot of 75 cents. He conveyed his decision 
to thevappulayan one of his attached 
labourers. Thevappulayan replied: “If 
‘thampuran* docs not cultivate land, “adiyan’ 
will not work under anyone elsd’ Thaka:^i‘s 
father asked, “What else are you going to 
do then?’’ Thevappulayan replied abruptly. 
“(I) will hang myself to death”. Even though 
Thakazhi’s father did not take it seriously, 
Thevappulayan did commit suicide."* Such 
was the extent of self-negating loyalty of the 
atuched labourers. 

This kind of a self-negating loyalty to the 
thampurans, and self-assessment on the 
basis of the work done or yield raised from 
the thampuran’s field was the result of the 
feudal ex^oitttion practised on the attached 
labourers, in the form of enforced economic 
dependence, threat of eviction from 
homesteads, perpetration of physical 
violence and subjugation by the socially 
disabling rules of caste 

Samuel Mateer’s remark • in his work 
published in 1813, that the lowest and most 
debased of the pulayas were found on the 


strip of land between Alleppey and 
Cochin"’ which is identical with some 
parts of Kuttanad has to be seen in the con¬ 
text of the feudal system of attached labour, 
practised in Kuttanad which was highly 
oppressive 

Because of the extremely oppressive 
characteristics of the feudal system of at¬ 
tached labour the pulayas and parayas of 
Kuttanad could not respond to the move¬ 
ment for social freedom sponsored by the 
Sadhu'jana Paripalana Sanghom (^PS) 
during the 1910s, in such places as 
Thiruvalla"* which lie on the fringes of the 
Kuttanad region. The oppressive feudal 
characteristics of the system of attached 
labour prevailed even when capitalist invest¬ 
ment in big measure was made in paddy 
cultivation in Kuttanad from the latter half 
of 1880s. It will be the subject of discussion 
of the next section. 

Ill 

Prevalence of Feudal System of 

Attached Labour during the 
Period of Capitalist Investment 
in Punja Cultivation 

This section is divided into two parts. In 
the first we give a brief history of entren¬ 
ching capitalist investment in Kuttanad and 
in the second, we point out that in spite of 
the capitalist investment in punja cultivation, 
the feudal system of attached labour pre¬ 
vailed until 1943 when the attached labourers 
were unionised."^ In the second part we 
also examine a contrary view about a tran¬ 
sition from attached labour to ‘casual 
labour’ (free wage labour) propounded by 
A V Jose In examining Jose’s unfounded 
propositions we bring out the reasons for the 
prevalence of the attached labour system. 

History of Capitai.ist Invesiment in 
PUN.IA Cultivation 

Capitalist investment in punja cultivation 
by the large nair and Syrian Christian tenant 
cultivators can be traced back to the 
reclamation of paddy fields from the 
backwaters from the latter half of 1880s"'’ 
and the introduction of mechanised pumps 
for dewatering from the turn of the 
century.'^® 

Reclamation activity was the result of a 
series of inducements given to the tenant 
cultivators by the TVavancore state in order 
to extend the area under cultivation so as to 
increase food production. First in this series 
of state measures was the I^ttom Proclama¬ 
tion of 1865 which in addition to granting 
ownership rights to state tenants, offered 
ownership rights to the cultivators of newly- 
reclaimed lands also.From 1886-87 on¬ 
wards the state engaged in certain projects 
to assist reclamation activity in Kuttanad. 
These state projects were for preventing the 
entry of brackish water from the sea and 
backwaters into the fields and for channel¬ 
ling the flow of fresh water from the river 
systems to the fields. Since reclamation 
of paddy fields from the depths of the 
backwaters, which were sometimes even 30 
feet deep'^’ involved large-scale in¬ 


vestments. the state announced a scheme in 
1888, to grant loans for reclamation.'** 

Both reclamation activity and routine far¬ 
ming was assisted by the next major enter¬ 
prising act of the farmers viz, the adoption 
of crude oil/kerosene/diesel-based pumps 
for dewatering towards the turn of this cen¬ 
tury.'*’ Though these pumps were ex¬ 
perimentally introduced by a Britisher 
named Brunton who hired them out'** the 
ready acceptance of this new technological 
device was-an enterprising act on the part 
of the large farmers of that period. Prior to 
the introduction of pumps, reclamation ac¬ 
tivity was limited to 40-60 acre plots. This 
was no account of the inability to manually 
dewater large areas with the waterwheels.'** 
On the contrary the introduction of pumps 
made it possible to reclaim hundreds or even 
thousands of acres.'*' In addition to this 
mechanised pumps made routine farming 
more economical. 

However the number of pumps which 
were available on hire were limited to only 
eight or ten around 1900 when the pumps 
were first introduced.'*® This coincides with 
the ban on reclamations imposed by the state 
of 'IVavancorc at the instance of the British 
government from 1903 to 1912.'’® This ban 
was imposed, out of the British fear that the 
reclamations from the Vembanad back¬ 
waters adjoining the Cochin port would af¬ 
fect the harbour by turning the ebb and flow 
of the tide.'" These apprehensions were 
removed and reclamations were permitted 
again only from 1912"* onwaids. Since 
pumps also became readily available for pur¬ 
chase by 1912,"’ the stage was well set for 
large-scale reclamations. 

Reclamations as well as routine farming 
got a further boost with the rise in paddy 
prices during the First World War from 
1914-1918."* The price of paddy per stan¬ 
dard ‘para’ (10 litres) which was only 65 p 
in 1910. in Ambalappuzha taluq rose to 
Rs 1.71 in 1918-19'” when the war ended. A 
significant peWtion of Kuttanad fell in 
Ambalappuzha taluq. The sharp increase in 
the price of paddy made investments in 
reclamations as well as routine farming, a 
highly profitable enterprise. 

From 1920$, in addition to the state funds, 
private commercial banks which began to 
flourish in and around Kuttanad in places 
such as Thatavadi, Thiruvalla, Kottayam, 
Chengannoor and Kozlienchcry also started 
to provide finances for reclamation."* 

Reclamation-cum-farming got the next 
major boost during the Second World War, 
again on account of the increase in the price 
of paddy. With the fall of Burma the im¬ 
port of rice from that country ceased 
altogether and this contributed to the in¬ 
crease in the price of paddy in D-avancore, 
which was producing only around half of 
its normal rice requirement.'” The price of 
one standard para of paddy which was only 
42 ps in Ambalappuzha taluq in 1939-40 rose 
to 86 ps In 1942-43. "* The increase in price 
of paddy during the .Second World War is 
shown in Ikble A. 

The paddy price hike during the Second 
World War led to reclamations on a massive 
scale. The state also had initiated a ‘Grow 
Mote Food Campaign’.'** It was during this 
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period that Murickummottil Thomman 
Joseph,'^ popularly known as Murickan 
reclaimed 2340 acres of paddy fields in six 
blocks.'*' In addition to these ma.ssive 
reclamations, the paddy price rise during the 
Second World War prompted the farmers to 
cultivate the paddy Helds annually in place 
of the biennial or triennial farming followed 
previously.'*^ 

Certain other indices of capitalist agri¬ 
culture had also set in during the Second 
World War. The extension in cultivated area 
increased both due to large-scale reclama¬ 
tions and due to the annual cultivation of 
all fields during the war. This led to recruit¬ 
ment of free-wage labourers in hundreds or 
even thousands who were put to work 
simultaneously in the same ‘patasekharams’. 
It resembled the employment of large 
number of workers in factories.'*’ In addi¬ 
tion to the large-scale recruitment of labour, 
the trend towards a high degree of monetisa¬ 
tion in the rural economy of Kuttanad also 
reached its peak during the Second World 
War when the farmers started to pay wages 
in cash, in place of the former practice of 
paying in kind.'** This shift was the result 
of the higher price of paddy during the war. 
The trend towards a high degree of mone¬ 
tisation had in fact begun as early as the first 
decade of this century when the British 
owner of the pumpsets demanded the pay¬ 
ment of hiring charges of the pumps in 
cash. '*- 

Organisations of enterprising farmers 
which were formed to reap the benefits of 
large-scale investments such as pumps, were 
reported to be in existence since 1912.'**’ 
The Malayala Manorama reports the ex¬ 
istence of an organisation o| enterprising 
farmers of Kumarakom in Kuttanad region 
in 1912 under the telling name—-Kumarakom 
Krishi Vyavasaya Company’ (KKVC— 
Kumarakom Company for Commercial 
Agriculture).'*’ By 1937-38 a common 
organisation of the enterprising farmers of 
Kuttanad came into being under the name 
’Kuttanad Karshaka Sanghom’ (KKS— 
Farmers Association of Kuttanad).'** The 
KKS was a registered organisation which 
discussed the problems involved in large- 
scale punja cultivation, such as shortage of 
fuel to run the pumps and made requests to 
the Travancore government on behalf of the 
farmers for the speedy resolution of such 
problems. '*" 

To sum up capitalist investment in 

TABLt A: Rl-St IN P.ADUY PikiCE IN 
AMBAI.APPU7HA TaLUQ DURINU 
THE Second World War 

Year Price of Paddy 

in Rs/ps 


1939- 40 0.42 

1940- 41 0.68 

1941- 42 0.68 

1942- 43 0.86 

1944-45 1.76 


Source. Respective issues of "Statistics of 
TVawncorer llravancon: Government 
Press, TVivandrum. 


Kuttanad took the form of reclamation of 
paddy fields from backwaters as early as the 
latter half of 1880s. The increasing availabili¬ 
ty of mechanised pumps from 1912*^" 
reduced the cost of dewatering in routine 
cultivation and enabled the farmers to ex¬ 
tend the scale of reclamations. Reclamation 
activity was further assisted by the increase 
in the price of paddy during the two world 
wars.”' The paddy price hike during the 
Second World War prompted the farmers to 
shift to annual farming.'’^ The extension of 
cultivated area due to reclamations and an¬ 
nual farming of all fields, led to large-scale 
recruitment of labour.'*’ The rural 
economy of Kuttanad had reached a high 
degree of monetisation during the Second 
World War when the wages which were paid 
in kind began to be paid in cash.'** The 
organisation of enterprising farmers of 
Kuttanad known as the KKS also made its 
presence felt by making requests to the 
Travancore government on behalf of the 
farmers on issues related to laige-scale punja 
cultivation.'** 

Despite several indices of capitalist 
agriculture, the feudal system of attached 
labour coexisted with it.'** In the next part 
we examine the contrary position of 
A V Jose that attached labour system came 
to an end by 1940 due to the introduction 
of labour-saving technological and infra¬ 
structural improvements as part of capitalist 
investment, and due to certain demographic 
reasons.'*’ In examining Jose’s viws we not 
only show that attached labour system 
prevailed even during the stage of increas¬ 
ing capitalist investment, but also bring out 
the reasons for the prevalence of the attached 
labour during the stage of capitalist 
investment. 

CONTINUAWet OF FEUDAL*SYSTEM OF 
Attached Labour durino the Stage 
OF Capitalist Invfsiment 

Jose holds the view that by 1940'** the 
farmers of Kuttanad could reduce the labour 
requirements in the two tasks of dewatering 
and replenishment of bunds which were 
highly labour-intensive.'** While re¬ 
quirements in dewatering was substantially 
reduced by the introduction of oil-based 
mechanised pumps which Jose dates to 
1912'“ and the supply of electricity for 
pumping which he dates to 1940,'*' the 
labour needs in replenishment of riiyt bunds, 
he argues, was also minimised by the 
strengthening of them by 1940.'*’ Though 
the labour needs in these two activities which 
were highly labour-demanding got reduced, 
the requirements of labour in the other 
routine activities of punja cultivation in¬ 
creased during the period of the First World 
when the paddy price hike led to a spurt 
in reclaiming new areas for cultivation.'** 
This increasing labour requirement in other 
routine activities of punja cultivation was 
met by seasonal migration of casual 
labourers from the taluqs around the 
Kuttanad region and by the increasing 
population of J«cai labour in Kuttanad.'** 
The labour-saving technological and infra¬ 


structural improvements of oil-based 
mechanised pumps "from 1912’’, and their 
further eiectrirlcation “from 1940”, the 
sirengtheni.Tg of bunds with granite walls by 
1940, the increasing availability of casuid 
labourers due to their seasonal migration, 
coupled with the increase in population of 
local labour are factors that according to 
Jose, which contributed to ending the prac¬ 
tice of keeping permanently-attached 
labourers.'** Hence, according to him the 
farmers abandoned the system of attached 
labour and shifted to the system of casual 
labour which we in this paper refer to as the 
system of free-wage labour.'** 

There are certain interrelated factual and 
logical flaws in Jose’s scheme. 

First of all Josef’s basic proposition that 
the attached labour system was given up by 
the farmers in the wake of the introduction 
of capital-intensive technology is ques¬ 
tionable both on the grounds of the underly¬ 
ing assumption that attached labour system 
was costlier'*’ to the farmers than the free- 
wage labour system, and also on the ground 
of the erroneous dates to which Jose places 
these technological improvements. Lewking 
into the actual dates of introduction of 
capital-intensive technology, is important 
because Jose has considered unionisation 
itself as the result of the discontent of 
labourers due to the erosion of employment 
opportunities which resulted from the intro¬ 
duction of capital-intensive technology.'** 

Ixt us first consider the assumption that 
attached labour system was costlier and was 
therefore given up. 1b quote Jo$e,'One of the 
two reasons which motivated the farmers to 
keep attached labourers was "to reduce the 
laboui costs”,'*’ as daily wage-rates were 
high.”* Moreover, Jose further states that 
“since the input of labour in rice farming 
is subjected to a high degree of seasonality, 
resulting in labour commanding a higher 
price in the peak season, it would be in the 
interest of every farmer to ensure an ade¬ 
quate supply of labour to take care of his 
■seaifonal requirements”'’' Again, It was in 
the intcre.sts of the farmers that the attached 
labourers were maintained at cheaper wages. 
We have also indicated earlier that the at¬ 
tached labourers were paid lower wages than 
the free-wage labourers and that even these 
wages were not paid regularly.*” Over and 
above these, the very fact that fraudulent 
manipulation of the work-accounts of at¬ 
tached labourers was practised by the 
farmers and that they also adopted a dual 
pricing'” system in respect of paddy loans 
to attached labourers, just to Imp them in 
prolonged bondage,'’* speaks for the at¬ 
tached labour system being a source of 
cheap labour. Therefore, Josefs argument 
that the attached labour system was expen¬ 
sive and was therefore, given up by the 
farmers is not only self-contradictory, but. 
not based on facts either. 

Now let us tate up the question of the un¬ 
founded dates to which Jose attributes to the 
beginning of capital-intensive technological 
improvements. 

We have already brought out in the 
previous sub-section that oii-based pump¬ 
ing machines were introduced for tte 
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time towaids the turn of this century'^^ and 
not in 1912 as Jose'*'* safs. But since pumps 
were few during the initial period and 
became readily available only by 1912*'’^ 
they came in for wide use only by that year. 
Placing the introduction of pumping more 
than a decade later than its actual introduc¬ 
tion is not a problem with Jose's scheme but 
a factual error all the same.'^ What mat¬ 
ters is the pre-dating'^’’ of the supply of 
electricity for pumping to 1940. Here Jose 
bi^s his argument on a projection made by 
T K Velu PUlai in his “TVavancore State 
Manua!” published in 1940.'*° Pillai 
estimated in 1940 that with the supply of 
hydro-electric power for pumping, after the 
inaugurmion of the Pallivasal Hydro Elec¬ 
tric Prpject (PHEP), the cost of pumping 
out water in about 50,000 acres of land 
around Alleppcy would be appreciably 
reduced.'*' Even though the first stage of 
the PHE project was inaugurated on March 
18,1940, only 9,000 kw of electricity out of 
a total estimated capacity of 30,000 kw. was 
generated in the first stage.'** Electricity 
was first provided for dewatering only in 
1942-43, and that too only to a meagre 7,200 
acres'** out of the nearly 1 , 24,000 acres of 
paddy field in Kuttanand.'** Use of elec¬ 
tricity for dewatering, increased only 
marginally to 8,000 acres in 1943-44'** and 
reached only 20,745 acres even in 
1946-47.'“* Yet basing his argument on 
T K Velu Pillai’s projection of 1940,'** Jose 
argues: lixhnology (for dewatering) was im¬ 
proved with electrical pumps in 1940, "which 
implied that in about 50,000 acres of land 
round about Alleppey, dependence on 
humar. labour in dewatering could almost 
completely be dispensed with”.'** We have 
already shown that Pillai’s projection was 
not achieved even as late as 1946-47.'*’ 
Moreover the 20,745 acres that was de¬ 
watered with electric pumps in 1946-47 
constituted only 16 per cent of the approxi¬ 
mately 1,24,000 acres of punja fields in 
Kuttanad.”® 

The implications of the pre-dating of the 
use of electricity for punips can be dealt 
with only after bringing out the pre-dating 
attributed by Jose, to the strengthening of 
bunds with granite walls.'*' According to 
Jose the capiul-intensive technology, in 
which he includes the strengthening of 
bunds with granite walls, was on the scene 
by 1940.'*^ But this is also not supported by 
facts. V R Pillai and P G K Panikar in their 
work published in 1965 write about the state 
of the mud built bunds of the Kuttanad 
paddy fields in the 1960s. '** They point out 
that "the bunds are so low that they get 
easily submerged during the monsoons and 
they are so flimsy that they get disintegrated 
under water. This necessitates annual repairs 
which are almost tantamount to reconstruc¬ 
tion!’'’’ According to John Abraham, the 
scheme to lAiild granite walls around 
*patasekharams’, so as to relieve the farmers 
of the aimually recurring expenses on 
replenishing the mud bunds, was First con¬ 
ceived by Sri Bhagawan Sahai in 1963 when 
he was the governor of Kerala.'’* Abraham 
states that the scheme to strengthen the ring 
bunds Mth ganite walls was carried out only 


from 1970 onwards by the Kerala Land 
Development Corporation.”* Therefore, 
the strengthening of ring bunds with granite 
walls was done at least two to three decades 
after 1940, what Jose considered as the water 
mark of capitalist investment in agriculture. 

We have found that the two highly labour- 
saving and capital-intensive technological 
improvements of supply of electricity to 
pumps and strengthening of bunds with 
granite walls had not set in by 1940. All the 
same the oil-based pumps which were intro¬ 
duced towards the turn of the century'’^ 
and came to be widely used by 1912'’* did 
cut down the requirement of labour to a cer¬ 
tain extent. But the labour needs of farmers 
for replenishing the bunds before the cultiva¬ 
tion season, prevailed even two decades after 
1940.We have already stated earlier that 
the replenishment of bunds was a highly 
labour intensive activity.^® Furthermore, 
there was also the need to keep constant vigil 
over the bunds to prevent them from breach 
during the flood.Moreover, as Jose 
himself states, the labour requirements of 
farmers were on the increase on account of 
the extension in cultivable area due to the 
reclamations^ and the adoption of annual 
farming in all fields by the farmers during 
the Second World War.“* In addition, 
reclamation of paddy fields from backwaters 
was also going on until 1945.^ 

Against the background of the several 
labour demanding factors of punja cultiva¬ 
tion mentioned above the farmers of 
Kuttanad who engaged in capitalist invest¬ 
ment found the feudal system of attached 
labour a cheap source of labour for them. 
This was the reason for the prevalence of at¬ 
tached labour system until the unionisation 
of attached labourers in 1943.^°* Neither 
the seasonal migration of free wage 
labourers during the First World Wu period, 
nor the increase in population of labour in 
general led to a transition from attached 
labour to free wage labour as Jose sug¬ 
gests.^"* In fact, as we have stated earlier, 
the two systems of attached labour and free 
wage labour were existing side-by-side and 
therefore one cannot speak in terms of a 
general transition of labourers from the 
attached labqur system to free wage labour 
system. In his paper, Jose does not take note 
of the simultaneous co-existence of the two 
systems of labour.^ What happened from 
1943 was a transition of the pulayas and 
parayas who were attached labourers to the 
category of free wage labourers which was 
already in existence. 

The attached labour system of Kuttanad 
collapsed as a result of the unionisation 
of atuched labourers. This was not a 
mechanistic outcome of the development of 
capitalist investment in punja cultivation. 

It was only with the arduous and inten¬ 
sive efforts of a group of activists of the 
Communist Party of Travancore^ that the 
attached labourers were unionised in 
1943.^ The unionised attached labourers 
of Kavalam in Kuttanad struck work, rais¬ 
ing the demands of settling of work- 
' accounts without manipulations, and an in¬ 
crease in the quantity of paddy which was 
paid as ’adayam’ from 25 paras to 100 


paras.*'" The strike which lasted for 17 days 
was settled only on the condition that the 
union leaders would be allowed to check the 
work-accounts kept by farmers and that 75 
paras of paddy would be paid as ’adayam’.^" 
The success of the strike in Kavalam inspired 
the attached labourers in other parts of 
Kuttanad also to come to the fold of 
TKTU.J'^ 

Once the chances of manipulating the 
work-accounts were gone and the paddy 
paid as ‘adayam’ increased three-fold, the 
farmers lost the economic attractiveness of 
the system of attached labour. The farmers 
could no longer enforce continued attach¬ 
ment by creating indebtedness through 
manipulation of work-accounts. They, 
therefore, began to cut the number of attach¬ 
ed labourers’*’ under them and this process 
initiated the cdhapse of the feudal system 
of attached labour in Kuttanad. 
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guide, for her many valuable suggestions. 1 am 
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IRDP and Rural Diversification 


A Study in Karnataka 

VMRao 
S Erappa 

This study, based on data collected from IRDP beneficiaries in Karnataka supplemented with data from the 
government records on the anti-poverty programmes, finds that 

(a) The anti-poverty programmes remain preoccupied with the objective of providing relief rather than making 
the poor viable and development-oriented. More specifically, IRDP remains weak as thrust for widening the base 
of rural economy through substantial addition of non-agricultural activities. 

(b) In terms of a number of implementation, acceptability and impact criteria, IRDP in Karnataka can be regarded 
as reasonably effective. 

(c) However, the land-linked schemes form the major component of IRDP activities. Village industries ami 
service schemes are not only small in number but they absorb only the households having these activities as their 
traditional occupations and not categories like landless labourers whose need for self-employment opportunities 
are more pressing. As a consequence, the impact of IRDP in terms of diversification of rural economy remains 
very modest. The enduring benefits of the Programme go to a few households having a land-base and only the 
poor relatively close to the poverty-line manage to cross it. 

(d) These characteristics of IRDP derive from the features of the national economy and its ruling elites posing 
rigid barriers to a diversified and growth-oriented rural economy. 


I 

Introduction 

PROGRESS along three dimensions is 
crucial for the effectiveness of rural develop¬ 
ment strategies and policies. First, a percep¬ 
tible increase should occur in the contribu¬ 
tion of non-agricultural activities to rural 
growth. This is important not only for mak¬ 
ing the rural economy broad-based but, even 
more, for enabling the rural areas and peo¬ 
ple to fully share in the development pro¬ 
cesses without getting reduced to the secon¬ 
dary status of suppliers of primary produce 
and labour to the politically and econo¬ 
mically dominant urban economy. Second, 
given the constraint of land and inability of 
the sMte in India to implement radical 
reforms in land relations, there should be 
adequate opportunities for the rural landless 
and poor in the non-agricultural activities 
to compensate them for their handicaps in 
benenUng from agricultural growth. Third, 
progress along these two dimensions needs 
to be supported and stimulated thtoi^ pro¬ 
moting decentralisation of planning and 
administration and builtUng up of parti¬ 
cipatory mechanisms for providing greater 
say for the rural people in the decisions and 
policies affecting them. 

The purpose of this paper is to take a look 
at the findings of a set of field-iiivestigations 
undertaken by ISEC in 1985-86 on the In¬ 
tegrated Rural Development Programme 
(IRDP) in Karnataka.' The field- 
investigations covered 20 development 
blocks nnead over 10 out of the 19 districts 
in Karnataka. A total of 390 beneficiaries 
were contacted to obtain data on IRDP 
sdremes.^ Among thc oumy itrogti mn^ 
beiB« implemeiiteb hi nMl aicu, BGDf% 
a n)a}ar pragraonne hsndng the eapBett db- 


jective of achieving rural diversification 
through creation of self-employment oppor¬ 
tunities outside agriculture Acrording to the 
recent annual report of the Union Ministry 
of Rural Development, the Programme 
mobilised«total investment of nearly Rs 1,200 
crore in 1983-84 covering about 4 million 
beneficiaries of whom a little over 40 per 
cent were scheduled caste and scheduled 
tribe households. The Programme has 
witnessed a sharp step-up in investment 
mobilised from the level of about Rs 4S0 
crore achieved in 1980-81, the initial year of 
the programme. Considering its scale and ac¬ 
celerating pace, it would be quite reasonable 
to regard IRDP as an important policy thrust 
for bringing about rur^ diversification. 

There have been many evaluations of 
IRDP bringing out the problems in identi¬ 
fication of beneficiaries, leakages and inade¬ 
quate provision of backward and forward 
linkages far'schemes. An issue investigated 
in some detail in this paper is concerned with 
obtaining a more detailed and meaningful 
categorisation of IRDP beneficiaries than 
the categorisation permitted by the poverty¬ 
line income. However, the concern of this 
paper is not mainly with the obvious need 
for improvements in the administration and 
imidementation of JROP. Our interest is 
more in obtaining clues and insights into the 
deeper barriers operating in the rural 
economy against diversification. It should 
be of particular interest to researchers to 
look at these barriers in the field situations 
in KarnatsJca, a state in which the largely 
drought-prone crops and modest irrigation 
potential make it difficult for agriculture to 
sustain, chiefly through its own thrust, a 
rapid process of rural growth and diversi¬ 
fication 

The plan of this paper is as follows; Sec¬ 
tion II presents a brief sketch of the anti¬ 


poverty programmes in Karnataka and 
places IRDP in the larger context of these 
programmes. Section III contains categorisa¬ 
tion of IRDP schemes and of IRDP benefi¬ 
ciaries. It also points out the links between 
types of schemes and kinds of beneficiaries. 
Section IV discusses the acceptance rate of 
schemes and the impact of schemes on in¬ 
comes. The last section enumerate the rel^ 
vant features of the Indian economy and ire 
development strategy to argue that the con¬ 
textual constraints rather than lapses in im¬ 
plementation seem to be the major factor 
limiting IRDP achievements. 

^ II 

Anti-Poverty Programmes in 
Kariutaka 

From the perspective of economics, it is 
useful to categorise the anti-poverty pro¬ 
grammes into three broad groups, represen¬ 
ting the three distinctive but complementary 
approaches to the problems of poverty, as 
indicated below; 

(a) Minimum Needs Programme (MNP), 
consisting of schemes to provide infrastruc¬ 
ture and amenities essential for improve¬ 
ments in the rural living conditions, in¬ 
dicative of the approach of delivering a wide 

Table 1; Anti-Poverty Programmes in 
Karnataka during the Sixth Pi an 


Percentage of ami-poverty programme 
expenditures to total Sixth Plan 
ctpenditure 17 

Composition of anti-poveny programme 
expenditures (per cent) 

Minimum needs programme 55 

Employment generation programme 25 
Self-employment programmes 20 

too 




AtISLiRiwii . 



range of development inputs and services 
free Or at nominal cost. The importance of 
MNP derives from the fact that, left to the 
normal economic processes, a large part of 
rural population would have ne^igible 
opportunities to receive such inputs and 
services. 

(b) Employment programmes intended as 
a ^rect measure to generate and support 
incomes of' rural poor. 


(c) Programmes like IROP promoting sdf> 
employinent activities capable of helping the 
poor to become viable and development- 
oriented. 

The scale and composition of the anti¬ 
poverty programmes in Karnataka during 
the Sixth Five-Ybar Plan (198&-8S) are in¬ 
dicated in the Dible 1.’ It can be seen 
from the table that the anti-poverty pro¬ 
grammes formed a substantia] compo¬ 


Table 2: Covebace oe Poor by Empuoyment and Asset Programmes (l%3-t4) 


Regions 


Range of Percentage Per Cent Beneficiaries Coveted by 
Gross Value of Benefl- Employment Asset Total 

of Crop Pro- claries to Programmes Programmes 
duction Per Poor 
Hectare in 
Districts Fall¬ 
ing in the 


Region* (Rs) 


Northern plain (7 


districts) 

391 to 819 

12 

43 

57 

100 

Southern plain (7 

districts) 

782 to 1,513 

9 

60 

40 

100 

Coastal area (2 

districts) 

1,479 to 1,7.50 

10 

51 

49 

100 

Western ghat area (3 

districts) 

1,717 to 2,550 

13 

56 

44 

too 

Karnataka 


11 

51 

49 

100 


Souire: Venkataramanan, I, S. “Agricullural Productivity Growth and Labour Absorption in 
Agriculture in Karnataka", (memo), p 18. 


Table 3: PERcENrAut oe Expenditure to Target 


Region 1980-81 1981-82 1982-83 1983-84 


Northern plain 

100 

82 

118 

183 

Southern plain 

115 

130 

106 

120 

Coastal area 

138 

168 

166 

107 

W'estern ghat area 

56 

109 

159 

131 

Karnataka 

105 

113 

123 

143 


Table 4; Percentage of Beneficiarie.s to Target 


Region 

1980-81 

1981-82 

1982-83 

1983-84 

Northern plain 

86 

69 

172 

245 

Southern plain 

139 

80 

146 

156 

Coastal area 

103 

133 

193 

147 

Western ghat area 

53 

98 

226 

173 

Karnataka 

105 

83 

170 

193 


Tabi e 5: Percfntage op SC/ST Beneficiaries to Total Beneficiaries 


Region 

1980-81 

1981-82 

1982-83 

1983-84 

Northern plain 

18 

22 

28 

NA 

Southern plain 

16 

23 

35 

NA 

Coastal area 

13 

II 

19 

NA 

Western ghat area 

12 

8 

22 

NA 

Karnataka 

16 

19 

28 

28 

NA = Not available. 

Table 6: Amount of Assistance Per Beneficiary 

(Rupees) 

Region 

1980-81 

1981-82 

1982-83 

1983-84 

Northern plain 

1795 

2891 

2297 

905 

Southern plain 

2175 

2835 

2382 

1021 

Coastal area 

2846 

2729 

2342 

970 

Western ghat area 

1753 

1568 

2145 

1007 

Karnataka 

2100 

267$ 

.2308 

956 


nent in the Sixth Plan accounting for 
about one-sixth of total plan expenditures. 
However, it is equally relevant to note that 
fhll 80 per cent of the; anti-poverty expen¬ 
ditures went towards giving relief to poor- 
provision of minimum needs and onploy- 
ment generation—and only 20 per cent was 
spent on the self-employment programmes 
focused on the objective of making the poor 
viable; A plausible way of explaining this 
composition weighed in favour of relief 
rather than viability is the following. Given 
the wide spectrum of policies available to the 
policy-maker to help the poor, the govern¬ 
ments in the developing economies, like 
India, with non-radkal democratic regimes 
find it both easy and politically convenient 
to adopt anti-poverty strategy relying 
primarily on relief measures. The relief 
measures produce immetUate and palpable 
benefit for the poor, evoke less resistance 
from the rural strong and rich and are, within 
the capacity of a rule-cum-proceduie-bound 
bureaucracy to set up and administer. 

An interesting question to ask in this 
development setting is whether the planning 
system would be able to achieve smoothly 
the progressive shift needed in the develop¬ 
ment strategy from relief to viability. 
Assuredly, unless such a shift is achieved, the 
system will only find itself helping more and 
more poor without overcoming the problem 
of poverty itself. While a fuller considera¬ 
tion of this problem is taken up in the sec¬ 
tions which follow, it would seem appro¬ 
priate here to mention two common features 
of rural situation in Karnataka which we 
observe frequoitly in our field-investigations. 
First, an outcome of the extensive relief-like 
programmes is the growing dependence of 
the rural poor on the government assistance 
and coming into being of strong political 
lobbies putting pressure for such assistance 
on continuing basis and expanding scale. 
When such assistance is forthcoming fairly 
easily, as at present, many among the rural 
poor are likely to be unwilling to bear the 
risks, ddevs and anxieties invtdved in taking 
up Mif-employment activities. Second, 
failures in IRDP often traced to inadequate 
co-ordination, linkages and imidementotion 
procedures aris^ in fact, from basically weak 
markets for the product or activity owing to 
deficiency of demand or availability of at¬ 
tractive urban products. 

The scale of expenditure alone is not 
enough to indicate the significance of the 
anti-povcity programmes in the developmen¬ 
tal efforts of Karnataka. As a further in¬ 
dicator, we give in Ikble 2 the results of a 
tough exercise done by us based on the d^ta 
for a recent year, 1983-84, to estimate Ae 
coverage of poor by the two major indi- 
viduai-oriented programmes, viz, employ¬ 
ment generation and asset creation. The ex¬ 
ercise was done for the sttte as a whole and 
for the four broad regions in Karnataka. In 
Ihble 2 the regions are arranged in ascen¬ 
ding order of a proxy for agricultural pro¬ 
ductivity. viz, gross value of agricultural 
production per hectare, shown in column 2 
of the table. While no precision could be 
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claimed for ibe icsulta given in the tables the 
indication that about 11 per cent of poor 
were covered in a single year—half each by 
the two programmes—appears to be a 
reasonable basis to anume that these |no> 
grammes are substantial enough to have an 
impact on the conditions of poor. 

The other clue given by Thble 2 is that 


Table 7: iNnoBATBO Rubal Deveu}pment 
PiooBAMME Schemes 


Scheme 

No of 

Beneflciaries 

Agriculture (bullocks, cart, 
pumpset, etc) 

64 

Dairy 

172 

Other animal husbandry 
activities (sheep, goat and 
pigs) 

45 

Village industries (wool- 
weaving. pottery, leather 
work, etc) 

27 

Services (cobbler, washer¬ 
man, barber, carpenter, 
blacksmiths) 

15 

Trading activities (petty 
shops, stalls, etc) 

67 

Total 

390 


Table 8: Benemciakies Taking Up Village 
lNmi.<rrRiE.s and Sfrvices 


Scheme No of No of 

Beneficiaries Beneficiaries 
Having Same 
Activity as 
Traditional 
Occupation 


Wool weaving 

9 

9 

Pottery 

8 

8 

Leather work 

10 

9 

Carpentry 

5 

5 

Blacksmithy 

2 

2 

Wuhermen 

2 

2 

Barber 

1 


Others 

5 

5 

Tbtal 

42 

40 


there is no simple and discernible relation¬ 
ship between agricultural productivity on 
one hand and the coverage and composition 
of beneflciaries on the other. A priori, it is 
possible to think of two mutually con¬ 
trasting hypotheses about this relationship, 
if the programmes are markedly focused on 
the backward areas, one would expect a 
negative relationship to show up bmween 
agricultural productivity and the coverage 
of pool; especially the coverage by asset crea¬ 
tion programmes. On the other hand, the 
rdadonship between agricultural productivity 
and coverage of poor would be positive if 
the government programmes tend to favour 
the relativeiy developed areas offering easier 
and more responsive conditions for taking 
up such programmes. To judge from the 
inter-regional variation seen in Ikble 2, the 
situation in Karnataka does not fall neatly 
under either of the two hypotheses, possibly, 
being an outcome of contradictory pulls and 
forces, it is important to keep in mind this 
feature of Karnataka situation when looking 
at the findings presented in the later sections. 

Another point to bear in mind is that, in 
terms of meeting the targets of expenditure 
and of number of beneficiaries to be 
covered, the performance of IRDP in Kar¬ 
nataka and in its four main regions was quite 
satisfactory. Ihbles 3 and 4 contain the rele¬ 
vant information for the first four years of 
the programme. It is obvious that years and 
regions with shortfalls in achieving the ex¬ 
penditure and beneficiary taigets were few 
and that the programme recorded noticeable 
acceleration in the last two years included 
in Ihbles 3 and 4. By way of a further in¬ 
dicator of IRDP performance, Ikble S shows 
that the percentage of scheduled caste 
beneficiaries to total botefidaries is growing 
over time with the increase being particularly 
marked in the relatively backwdid plains 
area. However, the acceleration of IRDP 
over the first four years appears to have been 
achieved at the cost of a thinner spread of 
the credit disbursed by the programme (see 


Ikble 6). The credit disbursed per beneficituy 
declined sharply in the last year preceded by 
an unsteady pattern in the first three years. 
Thus, the overall picture that we get from 
Ikbles 3 to 6 is of a programme picking up 
momentum in aggregative terms but at the 
cost, perhaps, of diluting the help and at¬ 
tention given to individual beneficiaries. 

Ill 

IRDP Schemes and Beneficiaries 

Let us b^n by tricing a look at the broad 
categorisation of schemes received by the 
three hundred and ninety beneficiaries con¬ 
tacted by us (see Ikble 7). The detailed list 
of schemes is given in the appendix at the 
end. Out of these, a little over 70 per cent 
(281 out of 390) took up schemes in the land- 
linked primary sectors of agriculture and 
animal husbandry. While the animal hus¬ 
bandry activities are important for suppor¬ 
ting and diversifying the economy of farm 
holdings, it seems to us that the growth of 
non-primary sectors is crucial for the endur¬ 
ing and viable diversification of the rural 
economy. Judged by this criterion, the weak¬ 
ness of IRD Programme is quite evident. 
Not only were the beneficiaries receiving the 
non-primary schemes less than 30 per cent 
of the total beneficiaries in our sample but. 
more significant, petty trading and vending 
accounted for a little over 60 per cent of 
these schemes (67 out of 109 beneficiaries). 
A little reflection would show that in the 
context of increasing spatial spread of ur¬ 
banised habitations and their rural fringes 
and hinterland, petty trading and vending 
would be an inherently weak activity with 
very modest prospects for growth. Its 
predominance in the non-primary schemes 
is indicative of the deflection of the IRDP 
thrust for diversification from the basic 
sectors producing goods and services to ac¬ 
tivities relativelyseasy to take up but having 
limited income and employment potential. 

A clearer perception of the weaknesses in 
IRDP thrust for diversification can be had 
from Ikble 8. As the table shows, out of the 
forty-two beneficiaries taking up village in¬ 
dustries and services all except two had the 
same activity as their traditionri household 
occupation. Thus, even the limited promo¬ 
tion of these activities has remained confin¬ 
ed only to the existing artisans. Obviously, 
the IRDP is far from the point where it can 
hope to initiate the process of transferring 
traditionri labourer households deriving 
their subsistence from casual unskilled 
employment into village industries and 
services. 

A word needs to be added here about the 
procedure used to select the respondents for 
our investigation within a development 
block. Given the small number to be selected 
(10 current beneficiaries and 10 old benefi- 
ciaries in each block), it became necessary 
to take recourse to cluster sampling by selec¬ 
ting villages having substantial numbers of 
the desii^ categories of IRDP benefi- 
ciarira.* This procedure brought more of 
Jaiger and accessible villages, often located 


Table 9: Ranking of Blocks bv Development Score 


SI No Name of the Block/District 

Development Score 

^ro-Climatic Zone 

(1) 

Hasakote (Bangalore) 

11 

South dry zone 

(2) 

Viraipet (Coorg) 

7 

Plantation zone 

(3) 

Somwarpet (Coorg) 

4 

nantation zone 

(4) 

Bidar (Bidar) 

3 

Transition 

(5) 

Sringeri (Chickmagalur) 

2 

Plantation zone 

(6) 

Sakeleshpur (Hassan) 

1 

Plantation zone 

(7) 

Gulbaiga (Gulbarga) 

0 

North dry zone 

(8) 

Haveri (Dharwad) 

-2 

North dry zone 

(9) 

Hukkeri (Belgaum) 

-3 

North dry zone 

(10) 

Mudigete (Chickmagalur) 

-4 

Plantation zone 

(H) 

Nelamangala (Bangalore) 

-4 

South dry zone 

(12) 

Hangal (Dharwad) 

-5 

Hansition 

(13) 

Channarayapatna (Hassan) 

-6 

South dry zone 

(14) 

Challakere (Chitradurga) 

-7 

South dry zone 

(15) 

Jagalur (Chitradurga) 

-7 

South dry zone 

(16) 

Khanapur (Belgaum) 

-9 

Hansition 

(17) 

BiW (Biiapur) 

-10 

North dry zone 

(18) 

Basava Kalyana (Bidar) 

-11 

Hansition 

19) 

Scdam (Oidbaiga) 

-II 

North dry zone 

(20) 

Baiavana Bagewudi 

(BUapur) 

-II 

Nmth dry zone 
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dose to the block headquarters, into our 
sample. It is a known feature of the 
bureaucracy-operated programmes that they 
tend to favour the larger and accessible 
villages which are easier to reach and enable 
quicker SKhievemenI of programme target.s. 
What is relevant for us to note is that the 
IRDP thrust remains weak even in these 
villages which may be expected to have 
onditions more congenial for rural diversi¬ 
fication. 

The next question taken up for considera- 

Tablf. 10; Schemes in Developed and 
Backward Biocks 


Scheme Number of 

Beneficiari es. 

Developed Backward 
Blocks Blocks 


Agriculture 

20 

44 

Dairy 

66 

106 

Other animal 



husbandry 

20 

25 

Village industries 

1 

26 

Services 

3 

12 

firading activitie.s 

10 

57 

Total 

120 

270 


Table II: CAiEtiORisAnoN on Bfnlmciaries 

Group Number of Be neficiaries 

Devefoped Backward All 



Blocks 

Blocks 

Bluet 

Bottom 

68 

111 

179 

Middle 

44 

146 

190 

Upper 

8 

13 

21 

Total 

120 

270 

390 


Table 12: Sl'HEMES Received bv Bottom 
Group 


Scheme Number of Beneficiaries 



Developed Backward 

All 


Blocks 

Blocks 

Blocks 

Agriculture 

3 

7 

10 

Dairy 

45 

45 

90 

Other animal 
husbandry 

10 

14 

24 

Village 

industries 

1 

8 

9 

Services 

3 

5 

8 

tVading 

activities 

6 

32 

38 

Total 

68 

111 

179 


Table 13: Schemes Received by Middle 
Group 

Scheme Number of Beneficiaries 



Developed Backward 
Blocks Blocks 

All 

Blocks 

Agriculture 

12 

32 

44 

Dairy 

18 

59 

77 

Other animat 
husbandry 

10 

11 

21 

Village 

industries 


17 

17 

Services 


6 

6 

IVading 

activities 

4 

21 

25 

711111 

44 

146 

190 


tion is whether the composition of IRDP 
schemes varies significantly ovei the cross- 
section of development blocks. Wc had two 
possible criteria to use in categorising the 
development blocks for this purpose—(i) 
block-wise development score worked out in 
a recent ISEC study covering all the 175 
blocks in Karnataka,' and (ii) the agro- 
climatic zone in which the block is located. 
Ihble 9 ranks the selected blocks by the 
development score and, also, shows the zone 
in which the block is located, it was seen in 
trial tabulations that the categorisation of 
blocks by the agro-climatic zone does not 
provide interpretable variations. The search 
was more rewarding when the blocks were 
classified into two broad groups by the 
development score—relatively developed (the 
first six blocks in Thble 9 having positive 
development .scores) and relatively backward 
(the rest having non-positive scores). The 
discerning reader would surely take note of 
the suggestive hint, viz, the IRDP perfor¬ 
mance appears to be more sensitive to the 
development status of a bliK'k—a characteri¬ 
stic modifiable through policies—than the 
much-less-alterable agro-climatic environ¬ 
ment. However, the signals provided by 
Table 10 arc quite depressing. The land- 
linked schemes cover nearly 90 per cent of 
beneficiaries in the developed blocks with 
dairy alone accounting for more than half 
ol them. Clearly, village industries and ser¬ 
vices are not able to strike roots in the 
developed blocks. It seems reasonable to 
draw the inference that the village industries 
and services with their traditional ways Lif 
working find no niche in the economies of 
the developed blocks. They form a larger 
component in the backward blocks which 
feature is also true of trading activities. Docs 
this mean that the backward blocks are in 
a better position to promote non-primary ac¬ 
tivities? This would hardly appear to be a 
plausible proposition. What is worth-noting 
at the moment is that the efforts for diver¬ 
sification in the developed blocks remain 
markedly land-linked with predominance of 
dairy activities. 

It is now time to look at the different 
kinds of IRDP beneficiaries and the schemes 
received by them. It is usual to use the 
poverty-line to distinguish between the poor 
and the non-poor beneficiaries. Quite apart 
from the problems arising from the arbi¬ 
trariness of the income level used as the 
poverty-line and th*e difficulties inherent in 
measuring with precision incomes of rural 
households, it is our feeling that the poor— 
non-poor classification misses an important 
feature of the rural communities in areas like 
Karnataka. When the communities are 
sharply polarised with two distinctive and 
internally homogeneous groups of pcxir and 
rich, the poverty-line would indeed be the 
appropriate device to reckon the rural strata. 
But when the rural communities, as those 
in Karnataka, tend to have a continuum of 
socio-ecoiKHnic gradations with a sharp break 
only at the upper-most end. it becomes 
necessary to look for a better approach to 
identify the rural strata. Our approach is to 


distinguish three groups in the rural 
community—bottom, middle and iippei. 
Simple but reasonable criteria are used lo 
identify ‘bottom’ and ‘upper’ group.s and the 
remaining are taken to loim the ‘middle’ 
group. Wc claim no more for ihis approach 
than that ihe insights provided by it could 
be richer than those provided by the single 
criterion of poverty-line. 

Described below are the criteria undci Ic¬ 
ing the classification followed by us 

(a) The rural bottom group is defined to 
include those who are landless labourers 
(neither owning nor cultivating land) and 
having at least one wage-earner in the 
household in the age-group 5 to 15 It would 
be reasonable to consider such households 
as forming the lowest stratum in the rural 
community 

(b) The rural upper group is defined as 
consisting of those households satisfying all 
the following entena: 

(i) has a pucca house, 

(ii) uses electricity in the house (in villages 
having electricity), 

(iii) at least one child in the age-group 5 to 
15 regularly attends school, 

(iv) possesses conspicuous urban-made 
consumer durables. 

(c) The middle group consists ol those 
falling in neither of the above two groups. 

Inevitably, given the coniinuum ol siicio 
economic giadations, thcie would be some 
overlap among these groups. It is also hkelv 
that our upper group has a considetable 
degree of internal hcteropeneiiv .is It lumps 
together the rural iich and powcriul with 
tho.se who are merely bettei-oH. However, 
it is our feeling that the classification does 
help in distinguishing the chronically non- 
viablc in the rural society from those having 
a reasonable chance of attaining viability in 
our development context and, luriher. to 
separate the latter from tho.se who have 
already moved beyond viability to achieve 
a modest measure of affluence. These 
distinctions seem to be particularly relevant 
to apply when a.sses.sing programmes like 
IRDP looking beyond the limited objective 
of providing relief to the rural poor. 

Bearing in mind the pcispcctive behind 
the clas.sification devised by us, let us turn 
to Ihble II which applies that classification 
to the IRDP beneficiaries covered in our in¬ 
vestigation. It IS obvious thai the direct 
leakages of IRDP schemes to the iiir.il rich 
arc negligible in Karnataka. Out of the 390 
beneficiaric.s, only 21 could be identified as 
belonging to the upper group. Piobably this 
group has more attractive alteinaiivcs to 
chose from compared lo the IRDP schemes. 
However, it should he equally obvious that 
the IRDF' IS not able to locus its thrust ex¬ 
clusively on the lowest stratum. Rathei, it is 
a programme which covers both the middle 
and the bottom strata. There is also an in- 
tere.sting clue in Thhle 11 that the middle 
stratum figures more prominenilv m the 
backward blocks. This has the implication 
that the tilting of the programme in favour 
of the poor is somewhat easier to achieve 
in the developed blocks. But taking all the 
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blocks together, the plausible speculation is 
that, in the prevailing rural context in 
Karnataka, the programmes for vit^Uity like 
IRDP tend to move from the middle down¬ 
wards rather than from the bottom upwards. 
Very likely, the relief programmes are the 
only ones which could move in the reverse 
direction (see Ibble 14). An explanation for 

Table 14: Access to Relief Measures 
(Percentage of Beneficiaries Having Access to 
Total in each Group) 


Group 

Green Card 

Janatha 

House 

Bottom 

69 

26 

Middle 

39 

12 

Upper 

38 

5 


Note. Green cards enabling the possessor to ob¬ 
tain necessities like foodgrains at conces¬ 
sional price and Janatha houses repre¬ 
senting substantially subsidi.sed housing 
scheme are the two important relief 
measures introduced by the government 
of Karnataka in recent years. Other ISLC 
studies show that access to relief pro¬ 
grammes implemented during periods of 
scarcity like food-for-work programme 
are even more markedly focused on the 
lower strata. 


Table 15: iNiricArORs or AtcnnANti 
(Bv SCHEME.Si 


Scheme 

Number 
of Benefi- 
ficiaries 

Number 

Con¬ 

tinuing 

Number 

Con¬ 

tinuing 

with 

Repaymeni 

Agriculture 

45 

28 

21 

Dairy 

96 

68 

66 

Other animal 
husbandry 

15 

12 

9 

Village 

industries 

13 

11 

11 

Services 

5 

5 

4 

Trading 

activities 

26 

19 

19 

Total 

200 

143 

130 


Table 16: Indicators or ActEFiANtr- 
(Bv Types oe Blocks) 


Type of 

No of 

No 

No Con¬ 

Block 

Benefi¬ 

Con¬ 

tinuing 


ciaries 

tinuing 

with Re¬ 
payment 

Developed 

blocks 

Backward 

60 

43 

38 

blocks 

140 

100 

92 

Tabie 17: 

Indicators of Acceptance (By 

Types or BENFFiciARtEs) 

Group 

No of 

No Con¬ 

No Con¬ 


Benefi¬ 

tinuing 

tinuing 


ciaries 


with 




Repayment 


these<findings, probably, lies in the fact that 
there are many in the middle group in Kar¬ 
nataka villages actively seeking opportunities 
to become viable and having better capacity 
than the poor in using the opportunities 
when they become available. 

Thbles 12 and 13 provide some evidence 
of the edge which the middle group enjoys 
over the bottom group in the competition 
for viability. The reach of the latter remains 
confined largely to animal husbandry 
schemes in the developed blocks and, in the 
backward blocks, they get further pushed 
out into trading actitnties. The middle group, 
on the other hand, turns to agricultural 
schemes as the next important component 
after the dairy and animal husbandry ac¬ 
tivities. Obviously, the middle group has bet¬ 
ter access to land which is an advantage in 
a programme like IRDP remaining tied to 
land-linked activities. A significant point 
emerging from these and other findings 
presented in this section is that the land- 
linkedness of I RDF weakens both its thrust 
for diversification and its capacity to reach 
the lowest landless stratum in the rural areas. 

IV 

Indiratora of Aceeptanct* 
and Impact 

As mentioned in section I, the 390 IRDP 
beneficiaries contacted in our survey included 
two hundred who had received the IRDP 
scheme a little over two years prior to the 
date of interview. The findings presented in 
this section are based on the information ob¬ 
tained from these *o)d’ beneficiaries. It is 
obvious that a short period of two years can 
hardly be regarded as adequate to assess the 
IRDP impact. The results in a short period 
could be vitiated by fluctuations and one 
should also Femembw the possibility that the 
IRDP beneficiaries go through an initial 
period of trial and learning when the IRDP 
impact may be less than what it would be 
later. However, despite these limitations, the 
clues emerging from the information pro¬ 
vided by the 'old’ beneficiaries seem in¬ 
teresting enough to be shared with the 
reader, especially the researcher eager to look 
into even tentative evidences which may still 
provide useful leads. 

Once we are prepared to use tentative in¬ 
dicators of viability and impact, our material 
offers many possibilities. Out of these, we 
have select^ four indicators—two indirect 
and two direct. The indirect indicators are 
the following. The beneficiaries who con¬ 
tinue to have the scheme after two years are 
regarded as having accepted the scheme as 
beneficial to them. A stronger version of this 
indicator is the requirement that the 
beneficiaries have continued the scheme and 
have also repaid at least a part of the loan 
obtained for the scheme Repayment on due 
da^es without default would a far more 
plausible indicator of viability of schemes 
but the task of detailed deciphering of the 
bank records turned out to be too time¬ 
taking to manpie in our survey. We cmisider 


continuation of scheme and continuation of 
scheme with some rep^ment as indicators 
primarily of the benenciary’s attitude of 
acceptance towards the scheme. However, it 
.seems reasonable to assume that a scheme 
would be accepted only when its returns are 
considered good enou^ to retain the scheme 

The direct indkatois are based on the data 
on additional income provided the 
scheme and, hence, need even more care and 
circumspection in interpreution. We look to 
them only to obtain an idea of the rough 
order of magnitudes of income increases. 
One way of considering these increases is to 
see whether they enable the beneficiaries to 
cross the poverty line. Poverty line is an ab¬ 
solute and uniform norm and crossing it can 
be taken as an ‘absolute’ criterion of im¬ 
provement in income We also use a criterion 
of ‘relative’ improvement in income, viz, 
percentage of the income generated by the 
scheme to the initial income of the bene¬ 
ficiary, which is of help in seeing whether 
the relative increase in income bears any rela¬ 
tionship with the initial income level. In 
using these criteria, the emphasis is on mak¬ 
ing comparisons among fairly large groups 
of beneficiaries without bringing in actual 
levels of incomes and increases in them. 

Tabies 15 to 17 present the findings on in¬ 
dicators of acceptance. Out of the 200 ‘old’ 
beneficiaries, 143 were observed as continu¬ 
ing the scheme and, of these. 130 had also 
repaid a part of the loan (see the last row 
in Table 15). Considering that the IRDP 
beneficiaries belonged mostly to the bottom 
and middle groups, an acceptance rate of 
around 70 per cent could be taken a.s a com¬ 
mendable achievement by the implementing 
agency. It is necessary to remember that 
some of those who dropped out might have 
done so for reasons beyond their control 
(like dairy animals dying, etc). It is worth¬ 
noting that the acceptance rate is particularly 
high in non-primary activity (see Tkble IS). 
If more care is exercised while selecting the 
beneficiaries receiving the dairy animal and 
in arranging supervision and help to them, 
further improvements in the acceptance rate 
should be possible to achieve. Another en¬ 
couraging sign to notice is that the accep¬ 
tance rate in the backward blocks is at the 
same level as in the developed blocks (see 
Tkble 16) and that even the bottom group 
while falling behind the middle and upper 
groups, reaches the acceptance rate of 60 per 
cent by the stronger criterion of continua¬ 
tion of scheme along with some repayment 
(see Tkble 17). 

Let us now turn to the indicators of im¬ 
pact. These are presented in Tkbles 18 to 20 
in which column A shows the percentage of 
beneficiaries crossing the poverty-line to 
those below the poveity-line in the initial 
years, column B the percentage of income 
added by the IRDP scheme to the initial in¬ 
come and the last column the rank of the 
beneficiary groups by the average initial 
household income. Out of the benendaries 
below the poverty-line in the initial year, 
nearly, a half ertnaed the poverty-line and 
IRDP schemes, on an avera^ made a subi- 
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uuttial addition of 64 per cent to the initial 
inrame level (Ixt row in Dibie 18). A point 
standing out in Ikbles 19 and 20, and also 
suggested by Ihble 18, is the negative 
association ^tween the relative increment 


Table 18: Indicaidrs of Impact (By Schemes) 



A* 

B* 

Rank by 
Initial 
Income 

Agriculture 

66 

50 

3 

Dairy 

Other animal 

40 

67 

5 

husbandry 

Village 

62 

40 

2 

industries 

23 

88 

6 

Services 

Trading 

20 

72 

4 

activities 

SB 

86 

1 

Total 

48 

64 


Note: * See footnote to Tkble 20. 


Table 19: Indicators of Impact 

(By Types of Bloctcs) 


■^pe of 

A* 

B* 

Rank by 

Block 



Initial 

Income 

Developed 

blocks 

Backward 

54 

47 

1 

blocks 

45 

60 

2 

Note: * See footnote to Ikble 20. 


Tabi e 20: Indicators of Impact 

(By Group of Beneficiaries) 

Group 

A 

B 

Rank by 
Initial 
Income 

Bottom 

37 

77 

3 

Middle 

55 

60 

2 

Upper 

71 

39 

1 


Notes: A = Percentage of Beneficiaries cross' 


ing the poverty-line to 
Beneficiaries below poverty-line 
in the initial year. 

B « Percenuge of income generated 
by IRDP Scheme to initial in¬ 
come of beneHciaries. 


Table 21; Comrarative Characteristics of 
Poverty-line Crossers and Non-Crossers 



Crossers 

Non- 

Crossers 

Cultivators 

Land, holding (in acres) 

2.9 

2.3 

Initial income (in Rs> 

2308 

1447 

Family size 

6.9 

5.6 

Dependency ratio 
(pv cent) 

57 

49 

Literates among adults 
(per cent) 

21 

20 

Labourers 

Initiid income (in Rs) 

2583 

1542 

Itoily size 

5.4 

4.7 

Dependency ratio 
(per cent) 

51 

55 

Literates among adults 



(per cent) 

7 

11 


to initial income added by the IROP scheme 
and the level of initial income. Thus, IRDP 
has worked to reduce the income 8V between 
the beneficiaries at the lowest income level 
and other beneficiaries. But, it is equally 
clear that, by the absolute criterion of cross¬ 
ing the poverty-line, the performance is 
better by the benertciaries having higher in¬ 
itial incomes. A plausible interpretation of 
these apparently contradictory tendencies is 
tha while IRDP pushes up the lowest income 
levels closer to those above, its thrust is not 
strong enough to lift them above the poverty¬ 
line; only the benefidaries already relatively 
close to the poverty-line manage to cross it. 

Further insights into these processes of 
change are provided by Ihble 21. The table 
presents comparative characteristics of the 
poor who cross the poverty-line and those 
who do not, separately for the cultivators 
and the labourers. In both the occupation 
groups, the ‘crossers’ have a higher initial 
income level than the ‘non<rossers’. More 
significant, the ‘crosser’ cultivators have a 
larger holding and, apparently, this advan¬ 
tage enables them to overcome the handicaps 
of larger family size and higher dependency 
ratio as compared to the ‘non-crosscr’ 
cultivators. As regards the 'crosser' labourers, 
their advantage over ‘non-crosser’ labourers 
lies in larger number of workers per hou.se- 
hold (larger family size along with lower 
dependency ratio). Thus, we get the sugges¬ 
tive clue that the poor crossing the poverty 
line with the help of IRDP schemes have bet¬ 
ter income potential in terms of size of 
holding or number of earners as compared 
to those remaining below the poverty-line 
despite receiving IRDP assistance. 

The significance of the indicators of ac¬ 
ceptance and impact presented in this sec¬ 
tion needs to be considered from two vfty 
different perspectives. The first perspective 
relates to the ability of the government 
bureaucracy to implement a programme like 
IRDP. The researchers often take the view 
that the bureaucracy can do no good and 
that the only outcome of IRDP is corrup¬ 
tion, leakages, inept implementation and 
further impoverishment of poor due to failure 
of schemes. Our findings in the preceding 
sections and this section on the aggregative 
performance of IRDP in relation to targets, 
the rural groups to which IRDP benefidaries 
belong, the acceptance rate of IRDP 
schemes and income increases judged by the 
absolute and relative criteria appear to pre¬ 
sent the programme in a very different light. 
Could these two contradictory positions be 
reconciled? 

This brings us to the second perspective, 
viz, the perspective on the rural setting in 
which the IRDP is implnnented. Few would 
believe that the state.in India has the 
ideology and political thrust to overcome the 
strong barriers to growth and poverty- 
removal inherent in the rural setting lii» 
skewed distriburion of assets and domina¬ 
tion of elites—rural and urban—in the func¬ 
tioning and management of the national 
economy. Given this setting, evoi an efficient 
bureauttacy would achieve only modest im¬ 


provements in the rural economy and it is 
quite misleading to attribute the weaknesses 
in rural development chiefly to the failings 
of the bureaucracy. Our assessment is that 
IRDP in Karnataka is an efficient pro¬ 
gramme but its thrust remains too modest 
to achieve a major breakthrough in rural 
diversification. It is likely to go some 
distance in helping the cultivators in the mid¬ 
dle group to become more viable by taking 
up land-linked activities supplementary to 
farming. But it is doubtful that the pro¬ 
gramme would create enough productive oc¬ 
cupations for the rural landless. Significantly, 
column A of Thble 18, read along with 
Ikble 8, shows that programme has not been 
successful even in rehabilitating the existing 
or erstwhile village artisans in their tradi¬ 
tional occupations; it is seen in Ibble 18 that 
the percentage of poor crossing the poverty¬ 
line is (he lowest among the beneficiaries 
taking up IRDP schemes relating to village 
industries and services. In the concluding 
section which follows, an attempt is made 
to spell out this larger perspective on IRDP. 


Soinr Conclusions and Inferences 

The main proposition of this concluding 
section is that IRDP represents a ‘soft’ ap¬ 
proach to rural diversification. l«t us first 
enumerate the relevant Indicators reflected 
in the findings of this paper. First, it was 
observed in section II that, considered in the 
larger context of expenditures on anti¬ 
poverty programmes, IROP ranks lower than 
Minimum Needs Programme and Employ¬ 
ment Generation Programmes. Given the 
precarious economic conditions of the poor, 
this priority cannot be faulted. But the very 
fact that a major programme for rural diver¬ 
sification like IRDP is visualised by the plan¬ 
ners and policy-makers as an anti-poverty 
measure and^ot as an instrument to bring 
about a stnfctural change in the dependence 
of the rural economy on the primary ac¬ 
tivities can be taken as a clue to the modest 
objective of the programme of assisting a 
few iftdividuals. If we go by the rough 
estimates presented in Ikble 2, the pro¬ 
gramme covered only about 5 per cent of the 
poor in Karnataka in 1983-84, a year in 
which there was a considerable acceleration 
in the programme activities. Second, the 
schemes provided under the programme ap¬ 
pear to have been chosen on the criterion 
of their adoptability with no prior training 
and minimal investments rather than on the 
basis of their likely contribution to rural 
growth. This is particularly true of the non¬ 
primary schemes like village industries, ser¬ 
vices and trading activities with the assist- 
'ance in the former two groups of schemes 
being conrined mostly to people already 
having these occupations. Significantly, a 
perusal of official IRDP statistics on im¬ 
plementation and progress of schemes would 
show that the concern of the programme is 
with mpriing the targets of expenditures, 
number' of beneficiaries to be covered and 
raising their incomes above the poverty-line. 
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These statistics rarely refer to targets and 
achievements specified in terms of contribu¬ 
tion to IRDT schemes to rural output, 
employment and their sectoral composition. 
It may be mentioned here that the pro¬ 
gramme is implemented every year in a new 
set of villages. The implementing staff re¬ 
mains so preoccupied with the time-bound 
tasks of selection of the required number of 
beneficiaries, processing of their applica¬ 
tions, release of assistance to them, etc, that 
it is doubtful whether they would be in a 
position to divert enough time and efforts 
to monitor objectively the performance of 
beneficiaries assisted in earlier years. Lastly, 
we should refer again to the persistent im¬ 
pression obtained in our field-investigation 
that there appears to be a measure of bias 
in favour of larger and accessible villages in 
IRDP implementation. This, again, implies 
lower priority and attention to villages 
whose need for a wider occupational base 
is more pressing than that of larger and 
accessible villages. 

It is necessary to emphasise ihai the 
weaknesses of IRDP as an instrument for 
rural diversification indicated above do not 
arise mainly from the deficiencies in the im¬ 
plementation personnel and systems. They 
are inherent in the national level formula¬ 
tion of IRDP strategies and objectives. If in¬ 
dividuals are to be assisted in an ad hoc 
manner ba.sed on a casual assessment of self- 
employment opportunities in their neigh¬ 
bourhood, it is obvious that there is no 
serious intention or attempt to fit in IRDP 
with the area-level and larger regional-level 
designs, plans and carefully phased pro- 

Appendix 


Detailed Llst of IROP Schfmes 



No of 

Beneficiaries 

Agriculture 

(1) Pair of bullocks 

35 

(2) Bullocks and cart 

26 

(3) Pumpsets 

3 

(4) Dairy 

172 

Other Animal Husbandry 

(5) Sheep 

18 

(6) Pigs 

10 

(7) Goats 

14 

(8) He-buffalocs 

3 

Village Industries 

(9) Wool weaving 

9 

(10) Pottery 

8 

(It) Leather work 

5 

(12) Brick-making, line- 

making, etc 

5 

Service 

(13) Cobbler 

5 

(14) Others (washermen, 
carpenter, blacksmith, 

barber, etc) 

10 

Hading 

(IS) Petty shop 

39 

(16) Cloth business 

6 

(17) Fish vending 

4 

(18) Others 

18 

Ibtal 

390 
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grammes for rural diversifleation. In fact, 
it would be conceded that the interventions 
to search for and promote growth-inducing 
and scale-neutral technologies in rural in¬ 
dustries have been negligible in the Indian 
development planning as compared to the 
very conspicuous and successful interven¬ 
tions in agriculture. While this is not the 
appropriate place to seek an explanation for 
this striking contrast, it is not cUfficult to see 
the dilemma confronting the national level 
planners and policy-makers. While the Gan- 
dhian approach to rural industries, resting 
on the pre-requisite of a national commit¬ 
ment to simple and austere life-styles, is 
clearly impractical in the prevailing Indian 
context, the approach of promoting in rural 
areas modern industrial activities congenial 
with this context faces enormous problems 
of deficiencies in physical infrastructures 
and human capabilities which are being 
removed, it at all, at a niggardly pace.'* In 
our field-investigations, this dilemma and 
the frustration it generates arc particularly 
conspicuous to observe in the backward 
areas with poor agricultural potential, low 
rural incomes and decaying infrastructures. 

It should be made clear that our intention 
in pointing out the soft approach of IRDP 
is not to argue against the programme. The 
intention is rather to suggest that the ap¬ 
proach is a necessary correlate of the com¬ 
pelling constraints on rural diversification 
operating in the Indian economy. Despite 
these constraints, the IRDP is still valuable 
and relevant because, in its absence, the rural 
poor will have to rely only on charity and 
wages from hard but unskilled work. IRDP 
also helps those who have better than 
average attitudes towards and aptitude for 
entrepreneurial activities and who can serve 
as ecamples to be emulated and learnt from 
by the more timid ones. In this sense, the 
IRDP may have a far from negligible role 
in bringing about a desirable change in rural 
perceptions, aspirations and urges. There are 
many instances in rural India where the 
voluntary agencies have successfully mobilis¬ 
ed local initiative and leadership to organise 
economic activities for the poor outside 
agriculture. Hopefully, such agencies would 
respond adequately to the growing oppor¬ 
tunities to complement and build upon the 
modest, but still important, IRDP thrust for 
rural diversification. However, these are only 
likely to be scattered pockets in large areas 
experiencing meagre diversification. How, 
then, would the rural poor and landless get 
accommodated in the system? This is a dif¬ 
ficult question to answer but an attempt is 
made to consider it in the context of Kar¬ 
nataka in another study recently completed 
in ISEC.’ 

Notes 

1 These field-investigations formed part of the 
Concurrent Evaluation of IRDP undertaken 
by the ministry of rural development, govem- 
ment of India all over the country during the 
period October; 198S to September, 1986. 
added a few supplementary blocks to the 


common questionnaire used in the Concur¬ 
rent Evaluation. Our thanks are due to the 
union ministry of rural devdopment for the 
opportunity to participate in the Concurrent 
Evaluation. Sections III and IV of the paper 
are based on the field materials. 

2 In each block, twenty beneficiaries were 
contacted—10 Current' beneficiaries who 
received the IRDP assistance within three 
months prior to the dare of our visit to them 
and 10 kild’ beneficiaries who received the 
assistance in the corresponding period two 
years ago, i e, 24 to 27 months prior to our 
visit. In one of the blocks, there were no Cur¬ 
rent’ beneficiaries so that the total number 
of beneficiaries contacted by us came down 
to 390 from 400. 

3 The tables given in section II are based-on 
the data collected from the records of the 
relevant departments of government of Kar¬ 
nataka in Bangalore. It is a pleasure to ex¬ 
press our sincere thanks to all of them. 

4 The 20 beneficiaries contacted in each block 
were selected in the following manner. First, 
for each category of beneficiaries—current 
and old—a village was selected in the block 
having the largest number of beneficiaries 
belonging to the category. From the benefl- 
daries in this village 5 were selected using the 
simple random sampling method. The re¬ 
maining number 'in each category were 
selected from a neighbouring village having 
sufficient number of beneficiaries. It will 
thus be seen that the villages selected in the 
first step are those having the largest number 
of beneficiaries and the villages selected in 
the second step are those which are close to 
the village having the largest number of 
beneficiaries. This makes the procedure of 
selection of beneficiaries somewhat biased 
in favour of larger and accessible villages. 

5 See Hemlata Rao; “R^onal Disparities and 
Development in India”, Ashish Publishing 
House, New Delhi. 19g4, pp 302-316. In the 
above study, development score in each block 
was arrived at using the following indicators; 

(a) Agricultural Development Index 

(b) General Industrial Development Index 

(c) Small Scale Industrial Devriopment Index 

(d) Educational Development Index 

(e) Heafth Development Index 
(0 Iriuisport Index 

W Communication Development Index 
Oi) Banking Development Index 
(i) Co-operative Sectoral Development Index 
0) Power Development Index 

6 An interesting finding obtained in a recent 
ISEC study on TRYSEM programme may be 
mentioned here. The objmive of TR3^EM 
is to train rural youth in skilled occupations 
in modern industries like electronics, cycle 
repairing, etc, capaUe of being pursued 'on 
indepoident, self-employed basix The iSEC 
study shows that the trainees were tmeresied 
in continuation of the stipendiary status 
rather than in pursuing the occupations on 
their own. See 'Beyond IRDP; Making En¬ 
trepreneurs Out of the Rural Poor', Abdul 
Aziz and others. SEDME, Vol XIII, 
September 1986. 

7 See 'Changing Village Structure: Impact of 
Rural Development Programmes', V M Rao; 
Economic and Political W^kly, March 27, 
1987 (Review of Agriculture). 
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IRDP; How Relevant Is It? 

N J Kurian 

The Integrated Rural De\>elopment Programme (IRDP} is the centre-piece of anti-poverty programmes in India. 
The core of the IRDP is to provide poor families with income-generating assets to enable them to dross the poverty 
line. What share of IRDP assistance goes to the deserving poor? What kind of assets are they provided with? 
What is the order of leakages that take place? What are the problems associated with bank financing of IRDP? 
Are IRDP loans bad debts? Do the assets remain with the beneficiaries? Are they better off due to IRDP assistance? 
What proportion of them cross the poverty line? 

These are some of the questions that the author attempts to answer. The analysis of the various issues is based 
on the massive primary data/irtformation generated by the concurrent evaluation survey of IRDP carried out 
by reputed research institutions in the country on behalf of the Department of Rural Development of the govern¬ 
ment of India during October 1985-September 1986. Neither the scepticism of the antagonists of IRDP nor the 
excessive optimism of the protagonists of the programme is warranted. The findings clearly show that the IRDP 
is a mixed bag. 


Introduction 

THE Integrated Rural Development Pro¬ 
gramme (IRDP) which was introduced on 
a modest scale during the Fifth Plan period 
was extended to cover the entire rural areas 
of the count'Y during the Sixth Plan. The 
IRDP continues to be the centre-piece of 
anti-poverty programmes in the Seventh 
Plan. The core of the IRDP is to provide 
poor families with income generating assets 
to enable them to generate the requisite 
incremental incomes to cross the poverty 
line.' The objective of the Sixth Plan was to 
assist IS million rural families for which a 
total allocation of Rs 4,SOO crore including 
bank credit was made. The number of bene¬ 
ficiaries to be assisted and the amount 
allocated are even higher in the Seventh 
Plan.2 More than 16.S million families were 
assisted during the Sixth Plan. Thus, on the 
face of it, the achievement exceeded the 
target. 

IRDP is, perhaps, the one programme 
which has attracted the maximum public at¬ 
tention among ail the development/re¬ 
distributive programmes introduced in this 
country over the years. A large volume of 
literature on this programme has been 
generated. The vast majority of this litera¬ 
ture has been rather critical of the pro¬ 
gramme; The critiques, however, are based 
on different perceptions and concerns, vary¬ 
ing levels of understanding of the pro¬ 
gramme and are on different planes. While 
much of the newspaper write-up and popular 
literature about the programme deals with 
vivid descriptions of corruption, malprac¬ 
tices and inefficiencies involved in the im¬ 
plementation of the programme, the more 
serious criticisms relate to the basic 
philosophy of the programme, its economic 
rationality and its viability. It is argued that 
even if the programme is implemented as 
planned, without any malpractices or 
leakages, the beneflts to the poor may not 
be signiticant or sustainable. A good part 
of what is given to the popr through IRDP 
will be taken away, through the social pro¬ 


cess and market operations dominated by 
the rich and powet ful. This line of thinking 
is very succinctly presented by Dantwala-^ 
when he writes; “Equity oriented policies 
and programmes pursued within the cast 
iron inequitous economic, structure—of 
ownership of assets—will not only be self- 
defeating, but may prove counter-productive 
through a ‘trickle up’. Mote simply, a direct 
attack on poverty without an equally direct 
attack on the structure, which has bred 
poverty and continues to do so, is an illusion 
at best, fraud at worst.’’ Though Dantwala 
himself does not agree with this ‘struc¬ 
turalist’ view he recommends it for a serious 
debate. 

A second set of major critiques arises not 
so rpuch out of structural issues but because 
of a well articulated preference for wage 
employment over asset distribution as more 
beneHcial to the poor. Any one who is wan¬ 
ting employment at a basic subsistence wage 
rate should be provided with the opportunity 
to earn an income in this manner. In this 
there is no demand on his entrepreneurial 
skills, no worry about input and output 
linkages, no demoralising pursuit of an 
overstretched bureaucracy and no worry 
about repayment of a loan. In the relatively 
backward regions where lack of basic social 
and econoiAic infrastructure like roads, 
water supply, schools, health centres, hous¬ 
ing, etc, stand in the way of development, 
employment programmes could be directed 
at creating such facilities. Wage employment 
generation could also be used for develop¬ 
ment of irrigation systems, soil conservation, 
etc, which will significantly improve agricul¬ 
tural productivity and incomes. And that is 
the stage at which IRDP type of programmes 
can be effectively implemented. This line of 
thinking is put forward by Rath,^ 
Dandekax’ and others. 

A third set of critiques is based on the 
argument that the low-end poverty in its 
worst forms cannot be ameliorated by pro¬ 
viding them with opportunities for self- 
employment or wage employment. The 
worst-placed among the poor are those who 
ate net able to fi«ti^p)ite tp economic ac¬ 
tivity OA Rflcouat .physical and 


mental handicaps, various disabilities due to 
morbidity, etc. These contingencies need to 
be relieved by measures that are specifically 
directed towards the target groups. In the 
absence or inadequacy of such measures, the* 
burden ha.s to be borne, if at all, by the 
families, relatives and local communities of 
those affected. Informal social security of 
this kind shifts the hardship to those who 
are themselves most often under the poverty 
line and ill-placed to support dependents. In¬ 
creasingly, community and familial support 
cultures and systems are also weakening. A 
publicly funded and manageable—administ¬ 
ratively viable and financially feasible- 
social security system must be an essential 
component of an anti-poverty package to 
take care of the poorest. A forceful and per¬ 
suasive argument for this is put forward by 
Guhan.* 

The main objective of this paper is not to 
join issues with these major critiques of the 
programme; Our purpose is rathCT modest: 
To have an objective and dispassionate look 
at the IRDP as it is articulated and im¬ 
plemented today, to seek answers to a few 
specific questions which are often raised but 
remain mostly unanswered. What propor¬ 
tion of the assistance goes to the deserving 
poor? What arethe kinds of assets they are 
provided with? How much over-valuation of 
assistance due to market factors, leakages 
and other inefficiencies takes place? What 
arc the problems associated with bank finan¬ 
cing of IRDP? Are the IRDP loans, bad 
debts? Are there sufficient backward and 
forward linkages established for the suc¬ 
cessful operation of the schemes? Do the 
assets remain with the beneficiaries? Do they 
generate sufficient incomes to enable the 
assisted families to cross the poverty line? 
Even if they are not crossing the poverty line 
are they significantly better off after the 
IRDP assistance? In other words, we examine 
the programme to see whether the resources 
spent on'IRDP can be justified on the 
grounds of equity and social justice as well 
as economic efficiency. Or in other words 
we try to assess whether IRDP is a worth¬ 
while endeavour on balance; Also an attempt 
is made to place the programme in correct 
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perspective vis-a-vis the skepticism of the 
academics and intellectuals and the excessive 
optimism of bureaucracy and politicians. 
Also an issue of deeper significance is 
whether IRDP is just another bureaucratic 
construct devoid of any conceptual frame¬ 
work? And ftnally a few concluding com¬ 
ments arc drawn in the light of the major 
critiques re(]erred to earlier. 

Our analyses and discussions of the 
various issues involved arc based on the 
massive primary data/information gene¬ 
rated by the Concurrent Evaluation Survey 
of IRDP carried out by reputed research in¬ 
stitutions in the country on behalf of the 
Department of Rural Development of the 
government of India during 1985-86. This 
novel scheme of data collection by non¬ 
government agencies for monitoring the 
implementation of the pcogramme and 
evaluating its impact on the benericiaries was 
the result of wide criticism of the implemen¬ 
tation of the programme during the Sixth 
Plan. Though most of the shortcomings of 
the implementation of IRDP were known to 
the concerned implementing agencies and 
the public at large as a result of experience 
and on the ha.sis of various localised and 
micro-level evaluation studies, a national 
level debate ot a serious nature' took place 
only after the publication of a few evalua¬ 
tion studies of all-India coverage." 

As a result of the serious criticisms of the 
programme, a number of improvements have 
been incorporated in the IRDP during the 
Seventh Plan. In this context, it was felt that 
the official monitoring of the programme 
based on periodic progress reports furni.shed 
by the field level functionaries and imple¬ 
menting agencies was not effective. Further, 
such official reptsris invariably projected the 
positive aspects and underplayed the 
weaknesses of the programme. It was al.so 
felt that involvement of reputed and in¬ 
dependent research institutions in monitor¬ 
ing the programme will have salutary effects 
on the programme in more ways than one. 
They will report the Findings more objective¬ 
ly. Also they will use the detailed data/in¬ 
formation for their own research and 
analysis which can be quite valuable for 
regional and local level policy planning and 
programme implementation. Freedom to use 
the data for research purposes was, indeed, 
an added attraction to many of the institu¬ 
tions to join the scheme. The survey was car¬ 
ried out during the period October 1985 to 
September 1986. All the districts in the coun¬ 
try were covered on a rotation basis. In each 
district a sample of 40 IRDP beneficiaries 
were studied in detail. The method of sampl¬ 
ing followed was a stratified four stage 
random scheme. 

A combination of interview, observations 
and verification of rcco^ iatas used for fill¬ 
ing up the pre-codf^ ^datriictured house- 
^hold schedule speiwbafly prepared for this 
gurposc by an group. The schedule 

as divided intO.l'i blocks to collect data on 
idcntifica tiOB,; itetails of the beneficiaries, 
select ion for assistance, provision 

of assfC^HHii inf the benefits, details of 
kthe loit^lHMlnance of assets, insurance 


of assets, training, linkages and aftercare, in¬ 
come from assets and other details. Apart 
from collecting objective data, an attempt 
was made to look at the programme from 
the point of view of the beneficiaries. Hence 
a few pointed questions were included in the 
schedule to ascertain the perception of the 
beneficiaries about some of the critical 
points. I'hough the survey covered both cur¬ 
rent and old beneficiaries, some of the 
data/iiiformation were specific only to the 
beneficiaries who were assisted two years 
before the survey. The total sample size of 
such beneficiaries was 8,640. However, due 
to various reasons only 8,024 schedules were 
available for processing. The present analysis 
is based on this sample of 6,024 beneficiaries. 

The plan of the rest of the paper is as 
follows; In Sections II to VIII, the main fin¬ 
dings based on the survey are presented. The 
topics covered are—who received the IRDP 
assistance; sectoral distribution of the 
schemes, over-valuation of assets, status of 
the assets after two years, bank financing of 
IRDP, increase in incomes of the beneficia¬ 
ries and crossing the poverty tine Section IX 
is devoted to a discussion of issues involved 
and a few concluding comments arc offered. 

II 

Who Received IRDP Assistance? 

The poverty line of Rs 3,500 per annum 
for an average family of size five, arrived at 
on the ba.sis of 32nd round of NSS (1977-78), 
continued to be the official cut-off level for 
IRDP assistance throughout the Sixth Plan 
period even though the purchasing power of 
rupee was significantly eroded by inflation 
since 1977-78. As a consequence, even when 


non-poor were assisted under the pro- 
^mme, their annual family incomes were 
invariably entered in the ofHcial records as 
below Rs 3,S00. The true pre-assisttnee in¬ 
comes of the sample benenciaries* as 
assessed by the inve.stigators of the research 
institutions which conducted the survey, 
state-wise, are presented in Ikbie 1. 

It is evident from Ikble 1 that at the na- 


Table 2; Statewise Breakup of Selection 
OF Potential Beneficiaries 


State 

Gram 

Offi- 

(Xhers Total 


Sabha 

dal 



(1) 

(2) 

(3) 

(4) 

(5) 

Andhra Pradesh 

87 

11 

2 

too 

Assam 

0 

100 

0 

100 

Bihar 

18 

77 

5 

100 

Gujarat 

96 

4 

0 

100 

Haryana 

69 

23 

8 

100 

Himachal 





Pradesh 

95 


0 

100 

Jammu and 





Kashmir 

80 

20 

0 

too 

Karnataka 

95 

5 

0 

100 

Kerala 

4 

93 

3 

100 

Madhya Pradesh 

10 

85 

5 

100 

Maharashtra 

39 

52 

9 

too 

Manipur 

57 

43 

0 

100 

Meghalaya 

75 

20 

5 

100 

Nagaland 

0 

0 

aO 

0 

Orissa 

85 

11 

4 

too 

Punjab 

50 

28 

22 

100 

Rajasthan 

79 

4 

17 

100 

Sikkim 

100 

0 

0 

100 

Tamil Nadu 

1 

89 

10 

100 

Tripura 

98 

2 

0 

100 

Uttar Pradesh 

79 

19 

2 

100 

West Bengal 

100 

0 

0 

too 

Union Territories 

65 

26 

9 

100 

National average 

55 

40 

5 

100 


Table 1: Statewise Distribution of Income at the Time of Assistance 
(Per cent of total at each level) 


state 




Kupees 







"2385^" 

1- 


1- 

^4;sor 

>6,4O0 

Ibtel 


2,265 

3,500 

3,500 

4,800 

4,800 

6,400 


(1) 

(2) 

<3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Andhra Pradesh 

55 

40 

95 

5 

100 

0 

0 

100 

Assam 

9 

42 

51 

25 

76 

7 

17 

100 

Bihar 

42 

44 

86 

8 

944 

3 

3 

100 

Gujarat 

40 

59 

99 

1 

100 

0 

0 

100 

Haryana 

37 

32 

69 

7 

76 

10 

14 

100 

Himachal Pradesh 
Jammu and 

48 

47 

95 

4 

99 

1 

0 

too 

Kashmir 

44 

46 

90 

4 

94 

5 

1 

100 

Karnataka 

59 

32 

91 

7 

98 

1 

1 

100 

Kerala 

29 

35 

64 

16 

80 

11 

9 

100 

Madhya Pradesh 

38 

S3 

91 

6 

97 

2 

1 

100 

Maharashtra 

48 

34 

82 

12 

94 

5 

1 

100 

Manipur 

80 

20 

100 

0 

100 

0 

0 

100 

Meghalaya 

25 

27 

52 

21 

73 

10 

17 

100 

Orissa 

81 

19 

100 

0 

100 

0 

0 

100 

Punjab 

12 

39 

St 

40 

91 

7 

2 

too 

Rajasthan 

26 

32 

58 

21 

79 

7 

2 

100 

Sikkim 

45 

55 

100 

0 

100 

0 

0 

100 

Ikmil Nadu 

59 

27 

86 

9 

95 

3 

2 

100 

Tripura 

33 

30 

63 

34 

97 

3 

0 

100 

Uttar Pradesh 

18 

34 

72 

19 

91 

5 

4 

100 

IVest Bengal 

27 

48 

75 

21 

% 

3 

1 

100 

Union Territories 

45 

29 

74 

16 

90 

5 

5 

100 

National average 

38 

42 

80 

12 

92 

4 

4 

100 


Note: Data for Nagaland are not included. Union Territories-include Arunachal Pradesh and 
Mizoram igliich were UTs at the time of the surwy. 
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tioiwl level only 80 per cent of the sample 
benericiaries had pie-assistance income 
below Rs 3,S00. That is, 20 per cent of the 
benendaries had incomes more than Rs 3,500 
but these were recorded as below Rs 3,500 
for getting IRDP assistance. The under re¬ 
porting of family income might have been 
deliberately done by the beneficiary with or 
without the knowledge of the government 
functionaries involved in the assessment of 
the income. We shall come back to this issue 
later when we discuss Ihble 2 relating to the 
mode of selection of beneficiaries. At the na¬ 
tional level, out of the 80 per cent bcne- 
fiaaries who satisfied the eligibility criterion 
according to official guidelines, 38 per cent 
belonged to the income group Rs 0-2,265 
who are categorised as ‘destitutes’ and the 
lemaining 42 per cent belonged to the income 
group Rs 2,266-3,500 who are categorised as 
•very very poor’. Of the 20 per cent non- 
eligible beneficiaries, 12 per cent belonged 
to the income group Rs 3,501-4,800 who arc 
categorised as ‘very poor’ and are treated as 
eligible for assistance during the Seventh 
Plan. Out of the remaining 8 per cent non- 
eligible beneficiaries, 4 per cent belonged to 
the income group Rs 4,800-6,400 and the 
balance 4 per cent had pre-assistance income 
more than even Rs 6,400 which is the revised 
poverty line for the Seventh Flan. It may be 
observed in this connection that the four na¬ 
tional level evaluation studies of IRDP con¬ 
ducted earlier'® had reported assistance of 
non-eligible beneficiaries ranging from 15 to 
26 per cent as against 20 per cent in the pre¬ 
sent case. 

The level of conformity to official 
guidelines varied significantly acro.ss the 
states. As per Col (4) of Table 1, the percen¬ 
tage of eligible beneficiaries varied from 100 
in Manipur, Orissa and Sikkim to as low as 
SI in Assam and Punjab. This implies that 
almost half of the sample beneficiaries of 
IRDP in some states were not poor to start 
with. Even if a more liberal eligibility 
criterion" (i e, Rs 4,800 as cut off used in 
the Seventh Plan) is used, the eligible 
beneficiaries will be still below 80 per cent 
in 4 states, viz, Assam, Haryana, Meghalaya 
and Rajasthan. The case of Punjab is 
noteworthy in the sense that as much as 40 
per cent of the beneficiaries belonged to the 
income group Rs 3,500-4,800. In the context 
of the Sixth Plan target of assisting 3,000 
beneficiaries per block, it might have been 
difncult, especially by the final year of the 
plan, to identify enough number of families 
belonging to the ‘destitute' and ‘verv very 
poor’ groups in the more prosperous blocks 
of Punjab,'* 

The distribution of eligible beneficiaries 
between ‘destitutes’ and ‘very very poor’ also 
shows considerable inter-state variations. As 
against the national average of 38 per cent 
t was as high as 81 per cent in Orissa and 
'0 per cent in Manipur and it was as low 
> '9. per cent in Assam and 12 per cent in 
Punjab. While a very high percentage of 
destitute beneficiaries in Orissa may be a 
reflection of the abject nature of poverty in 
that state, a very low proportion of such 
benendaries in Punjab may be an indica¬ 


tion of the fact that destitution is rare in that 
state. 

Out of the 8 per cent beneficiaries in the 
sample whose incomes were njore than 
Rs 4,800 at the time of assistance, 4 per cent 
had income between Rs 4,801-6,400, the re¬ 
maining 4 per cent had income even more 
than Rs 6,400, which is the revised poverty 
line. While such cases were nil in 7 states and 
just I per cent in another 5 states, the percen¬ 
tage of stich cases was 17 each in Assam and 
Meghalaya, 14 in Haryana and 9 each in 
Kerala and Rajasthan. There is hardly any 
reason to suspect that such a high propor¬ 
tion of non-poor getting IRDP assistance is 
because of the non-availability of genuine 
poor in these states. 

The distribution of sample beneficiaries 
according to the mode of selection is 
presented in Tabic 2. As per official 
guidelines, the list of identified potential 
beneficiaries prepared by the officials has to 
be presented in the gram sabha meeting and 
got ratified by it before they arc actually 
assisted.'^ This is to ensure that the mo.si 
deserving poor get priority over others and 
that no non-poor or non-eligible families get 
IRDP assistance through suppression of in¬ 
comes or through collusion with government 
functionaries. However, in actual practice, 
this procedure of public participation and 
open selection did not lake place everywhere. 
At the national level, 55 per cent of the 
beneficiaries were selected in the grain sabha 
meetings, 40 per cent by officials and the re¬ 
maining 5 per cent by others including MPs 
and Ml.As. 

The state-wise distribution of mode of 
selection of beneficiaries indicates that, ex¬ 
cept in a few states, the mode of selection 
is unevenly distributed between the gram 
sabha and officials. 1'hus, gram sabhas made 


the final selection in all cases in West Bengal 
and in more than 80 per cent cases in 
Andhra Pradesh, Gujarat, Himachal 
Pradesh, Karnataka, Orissa, Sikkim and 
Tripura. In comparison to this, officials 
made 100 per cent final selection in Assam 
and more than 75 per cent final selection in 
Bihar. Kerala, Madhya Pradesh and Ikmil 
Nadu. 

A comparison of Ibbles 1 and 2 brings 
out an important aspect of selection invoiv- 
ing gram sabhas. Six out of eight states, in 
which gram sabhas made the tinal selection 
in 80 per cent or more cases, have selected 
more than 90 per cent of the beneficiaries 
from among ‘destitutes’ and ‘very very poor’. 
Even ill Tripura and West Bengal, the two 
exceptions, the percentage comes to 97 ana 
90 respectively if we consider the present cut 
off point for selection, viz. Rs 4,800. The 
very strung positive association between 
gram sabha selection and the proportion of 
deserving beneficiaries under-scores the neea 
fur more public participation in the selection 
for IRDP assistance.*’ 

in 

Sectoral Distribution 

One ol the oft repeated criticisms of 
IRDP IS that it is nothing but a ‘milch 
animal' and ‘sewing machine’ programme. 
Though detailed guidelines have been issued 
by the cential gfwernment regarding conduct 
of resource surveys and resource analysis for 
assessing the viability of various schemes 
before the picparation of family plans, 
cluster plans and block plaius, in actual prac¬ 
tice. a rather weak block machinery"' could 
not do anything more than meeting the 
Target’ by providing as.sels to 600 families 
in a year. In chasing this target, quite often. 


Tabu 3: Stt iurai Dimribuiion oi Assns 

(Percentage) 


State 

Agri- 

Irrigation 

Animal 

Primary Secondary Tertiary 

Total 


culture 


Hus¬ 

bandry 

21^344 




(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

Andhra °radesh 

10 

14 

28 

52 

10 

38 

100 

Assam ‘ 

22 

0 

27 

49 

II 

40 

100 

Bihar 

14 

4 

31 

49 

11 

40 

100 

Gujarat 

13 

3 

36 

52 

2 

46 

100 

Haryana 

11 

1 

53 

65 

10 

25 

too 

Himachal Pradesh 

15 

1 

62 

78 

6 

16 

100 

Jammu and Kashmir 

21 

2 

52 

75 

9 

16 

100 

Karnataka 

19 

2 

55 

76 

8 

16 

100 

Kerala 

5 

5 

42 

52 

15 

33 

100 

Madhya Pradesh 

13 

3 

19 

36 

11 

54 

1(8) 

Maharashtra 

10 

3 

52 

65 

4 

31 

UK) 

Manipur 

36 

2 

30 

67 

20 

13 

ItX) 

Meghalaya 

69 

5 

20 

94 

6 

0 

l(X) 

Nagaland 

0 

0 

0 

0 

0 

(1 

0 

Orissa 

8 

4 

20 

32 

16 

52 

i(X) 

Punjab 

2 

0 

64 

66 

10 

24 

l(K) 

Rajasthan 

10 

1 

46 

57 

8 

35 

100 

Sikkim 

100 

0 

0 

100 

C 

0 

100 

Tamil Nadu 

9 

0 

60 

69 

8 

23 

KM) 

IVipura 

32 

0 

34 

66 

22 

12 

1(8) 

Uttar Pradesh 

11 

3 

29 

43 

10 

47 

1(8) 

West Bengal 

5 

6 

23 

34 

35 

31 

100 

Union Territories 

42 

6 

33 

81 

3 

16 

100 

National average 

14 

4 

37 

55 

10 

35 

100 
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Rashtriya Chemicals & Fertilizers Limited 

‘Priyadarshini; Eastern Express Highway 
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Manufacturers Of 

SUPHALA 15:15:15 Complex granulated fertilizer suitable for variety 

of crops and soils. 

SUPHALA 20:20:0 India’s first prilled complex fertilizer suitable for 

Potash containing soils. 

UDWALA UREA Containing 46% Nitrogen for rich for healthy growth 

of crops and plants. 

Industrial Products 

Ammonia (Anhydrous) Urea (Technical Grade) 

Argon (99.995%) Dil. Nitric Acid (Tech.) 

Con. Nitric Acid Sulphuric Acid 98% (Tech.) 

Ammonium Bi-Carbonate Ammonium Bi-Carbonate 
(food grade) (IP/BPC) 

Carbon di-oxide Sodium Nitrate/Nitrite 

Gypsum Ammonium Nitrate (prilled) 

AAethylamines (Mono, 

Di and Tri) Methanol 
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the government functionaries preferred to 
provide ‘easily manageable' assets to the 
beneficiaries irrespective of their income 
generating potential and in some cases even 
against the preference of the beneficiaries. 
Thus, in the extreme, absurd cases were 
repdned where hundreds of milch animals 
were distributed in drought affected areas 
and dozens of sewing machines were sup¬ 
plied to different women beneficiaries in a 
single village. 

The sectoral distribution of assets provid¬ 
ed to the beneficiaries as obtained in the 
sample is presented in Table 3. At the na¬ 
tional level, 55 per cent of the beneficiaries 
had assets in the primary sector as compared 
to 10 per cent in the secondary .seetbr and 
35 per cent in the tertiary .sector, in fact, this 
is njuch more even, as compared to the 
highly skewed distribution in favour of the 
primary sector in the early years of the Sixth 
Plan.” It is evident from the table that 
there is considerable variation in the intersec¬ 
toral proportions across the states. Primary 
sector share varied from 100 per cent in Sik¬ 
kim to 32 per cent in Orissa. The share of 
the secondary sector varies from 35 per cent 
in West Bengal to nil in Sikkim. The highest 
share of tertiary sector at 54 per cent is in 
Madhya Pradesh whereas in Meghalaya and 
Sikkim this .sector has a nil share. It is hard 
to identify any economic rationale behind 
the observed sectorial distribution across the 
states. Thus, for example, one might have ex¬ 
pected a high percentage of assets in the ter¬ 
tiary .sector in relatively more prosperous 
stales or at least in those states where agri¬ 
cultural productivity and rural incomes are 
high."* However, the two states which have 
more than 50 per cent share for the tertiary 
sector are Madhya Pradesh and Orissa, neitlicr 
of which belongs to the above category. 

Within the primary sector, animal hus¬ 
bandry has been the most popular sub-sector 


for IRDP assistance. Even after much criti¬ 
cism over the years, it still constitutes 37 per 
cent of the schemes at the national level as 
per the sample. The state percentages vary 
from nil in Sikkim to as much as 64 in Pun¬ 
jab. There are six more states, viz, Haryana, 
Himachal Pradesh, Jammu and Kashmir, 
Karnataka, Manipur and Tamil Nadu where 
these percentages are more than SO. A milch 
animal is the most popular asset within the 
animal husbandry sub-sector. Though we do 
not have the break up here, it is found from 
elsewhere'** that milch animals alone con¬ 
stitute more than 50 per cent of assets pro¬ 
vided under IRDP in some stales. It is, ob¬ 
vious from the table that 'agriculture’ and 
‘irrigation’ which account for 14 per cent 
and 4 per cent of the sample respectively are 
not very popular sub-sectors for assistance. 
Both being land-based activities, only small 
and marginal farmers among the poor arc 
eligible for assistance. Further, IRDP is not 
the only .scheme under which small and 
marginal farmers get assistance. They can 
avail of the specific schemes to assist 
thcm.“ However it is worth noting that the 
share of agriculture under IRDP assistance 
is very high in north-eastern states including 
Sikkim where it varies from 22 per cent in 
Assam to 100 per cent in Sikkim.^' 

IV 

Over-Valuation of Assets 

Much of the public criticism of IRDP is 
concerned about corruption, malpractices, 
bribery and other leakages at the stage of 
implementation of the programme. Extreme 
forms of corruption and malpractices are the 
cases where the government functionaries 
and bankers involved in the implementation 
of the programme alongwith the beneficiary 
(usually an intelligible one) take or dispose 
of the asset immediately after the purchase 


TaBI h 4; DlKI ERENCt: BETWEEN VaI UE AND COST OF ASSET 

(Percentages in different ranges of Rs) 


State 

(i) 

-0- 

(2) 

1-250 

(3) 

251-500 

(4) 

501-1,000 

(5) 

>1,000 

(6) 

Total 

(7) 

Andhra Pradesh 

67 

12 

8 

8 

5 

100 

Assam 

48 

20 

11 

. 11 

10 

100 . 

Bihar 

57 

17 

13 

8 

5 

100 

Gujarat 

100 

0 

0 

0 

0 

100 

Haryana 

74 

9 

6 

4 

7 

100 

Himachal Pradesh 

77 

18 

3 

2 

0 

100 

Jammu and Kashmir 

69 

9 

17 

5 

0 

100 

Karnataka 

64 

20 

12 

2 

2 

100 

Kerala 

64 

13 

13 

5 

5 

100 

Madhya Pradesh 
Manarashtra 

76 

6 

5 

4 

9 

100 

75 

8 

10 

3 

4 

100 

Manipur 

2 

21 

7 

8 

62 

100 

Meghalaya 

89 

8 

0 

3 

0 

100 

Nagaland 

0 

0 

0 

0 

0 

0 

Orissa 

57 

16 

11 

6 

10 

100 

Punjab 

90 

3 

5 

1 

1 

100 

Rajasthan 

79 

6 

5 

2 

8 

too 

Sikkim 

58 

42 

0 

0 

0 

100 

Himil Nadu 

61 

19 

15 

3 

2 

too 

IKpura 

83 

13 

2 

2 

0 

100 

Uttar Pradesh 

65 

13 

15 

5 

2 

100 

West Bengal 

73 

14 

6 

4 

3 

100 

Union Ibrntories 

39 

3 

3 

9 

46 

100 

National average 

68 

11 

9 

5 

7 

100 
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and share the subsidy component of the 
assistance. A lesser, but more common, type 
of corruption is the payment of bribes by 
the beneficiary from his own resources to the 
individual functionaries of the government 
or bank who are involved in processing the 
application and acquiring the as.set. The 
former type of trorruption is rather rare, 
especially in well-administered states.*^ The 
latter is quite common in a numbr of states 
but the information is extremely difFicult to 
elicit and the amounts involved are difficult 
to quantify.^’ 

According to the guidelines, the asset has 
to be purchased by a committee consisting 
of the representatives of the block, bank and 
the beneficiary. And, the survey has revealed 
that in vast majority of the cases, indeed the 
purchase was done by the committee.^'* But, 
in actual practice, in many instances, the in¬ 
volvement of the beneficiary in the purchase 
decision, especially about the price, is rather 
minimal. Quite oBcn there may be a mark¬ 
up in the price or for the standard price the 
beneficiary may be getting an inferior quali¬ 
ty asset. And the difference will be shared 
by the various parties involved on the basis 
of a ‘pre-determined’ formula.^' Another 
reason for higher prices for IRDF assets is 
the market process itself. To illustrate, take 
the case of milcl^ animals. During the Sixth 
Plan period, this programme alone created 
demand for roughly 4 to 5 million milch 
animals at the All-India level. But, there was 
hardly any scheme for augmentation of 
supply of milch animaLs to meet this un¬ 
precedented demand either at the macro- 
level or at the regional and sub-regional 
levels. In fact, the demand for cows, e.spccial- 
ly that of better breed, under the programme 
in some regions shot up fast to make ‘IRDP 
cow’ a premium product.^*’ Obviously, the 
market absorbed the excess demand via ad¬ 
justments in prices. The net result wa.s that 
the IRDP beneficiary ended up paying a 
significantly highei price for his ‘cow’ than 
under noima) conditions.^’ Though the 
case of milch animals is an extreme one, 
similar excess demands of a lesser order were 
created for a number of assets due to the 
operation of IRDP programme. 

To capture the extent of excess cost the 
beneficiary incurred due to the two factors 
noted in the preceding paragraph the bene¬ 
ficiary was asked to give his estimate of thc 
‘valuc of asset’ when it was acquired. The 
difference between the cost as per the pur¬ 
chase record and the value of asset as 
perceived’'* by the beneficiary is presented 
in Table 4. Of course, the value of asset as 
judged by the beneficiary may have an 
unknown measure of ‘bias’ due to the sub¬ 
jectivity of his perception."* However, the 
results are quite significant as they throw 
light on the relative ‘mark-ups’ across the 
states. At the national level, as much as 68 
per cent of the sample bencHciaries thought 
that thd asset they got was worth the cost. 
Column (2) of lable 4 shows that this 
percentage varied from 1(X) in Gujarat to as 
low as 2 in Manipur. The case of Manipur 
is a little exceptional” as the immediately 
higher figures are 39 per cent for UTk and 
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48 per cent for Assam respectively. Thus, we 
have the finding that barring a few excep¬ 
tions, aimast in all states more than htUf the 
IRDP beneficiaries thought that the asset 
they got was worth the price: And in Gujarat 
all the beneficiaries thought so, which is 
indeed surprising. 

Out of the remaining 32 per cent sample 
beneficiaries who thought that the cost of 
the asset was more than its value, 11 per cent 
reported that the excess cost was not more 
than Rs 2S0, 9 per cent reported that it was 
between Rs 250 and Rs SOO. 5 per cent 
reported that it was between Rs 500 and 


Tabi h 5: STArus or A.s.sHr; Iniact oh 
Nor Intact 

/Percentage) 


State 

Intact 

Not Intact 

Andhra Pradesh 

80 

20 

Assam 

58 

42 

Bihar 

78 

22 

Gujarat 

89 

11 

Haryana 

58 

42 

Himachal Pradesh 

79 

21 

Jammu and Kashmir 

87 

13 

Karnataka 

77 

23 

Kerala 

61 

39 

Madhya Pradesh 

76 

24 

Maharashtra 

70 

30 

Manipur 

56 

44 

Meghalaya 

33 

67 

Nagaland 

0 

0 

Orissa 

65 

35 

Punjab 

68 

32 

Rajasthan 

44 

56 

Sikkim 

100 

0 

Tamil Nadu 

70 

30 

Tripura 

88 

12 

Uttar Pradesh 

79 

21 

West Bengal 

86 

14 

Union Territories 

52 

48 

National average 

71 

29 


Rs 1,000 and the remaining 7 per cent 
thougln that it was even more than Rs 1,000. 
Cases involving a difference of upto Rs 2S0 
vary from nil in Gujarat to as much as 42 
per cent in Sikkim. However, considering the 
fact that Che average value of the asset’^ 
was around Rs 3,000, even the upper limit 
of these differences, i e, Rs 250 works out 
to only 8 per cent of the value of asset. In 
view of the subjective element involved in 
the estimates, difference of this order can be 
treated as marginal. The differences of the 
order of Rs 251 to Rs 500 vary from nil in 
Gujarat, Meghalaya and Sikkim to 17 per 
cent in Jammu and Kashmir. Even difference 
upto Rs 500 which works out to 16 per cent 
of the average cost of asset can perhaps be 
considered as tolerable in the light of the fact 
that excess demand for some of the popular 
IRDP assets led to price increases.” 
However, average differences of the order of 
more than Rs 500 are cases needing closer 
attention and scrutiny. Ibgether they account 
for 12 per cent of the sample beneficiaries 
at the national level. Cases where the dif¬ 
ferences are between Rs SOO and Rs 1,000 
are below 10 per cent in all states except in 
Assam .where such cases are 11 per cent of 
the total. 

The really alarming ca.ses arc the ones 
where differences are mofe than Rs 1,000 
which work out to more than one-third of 
the average cost of the asset. Indeed, these 
are likely to be the cases where the various 
functionaries involved in the implementation 
of IRDP alongwith the middlemen had 
taken the poor beneficiaries for a ride. The 
national average of such cases from the sam¬ 
ple being 7 per cent, one can tantatively sug¬ 
gest that more than one million out of the 
sixteen million and odd beneficiaries assisted 
during the Sixth Plan had to pay Rs 1,000 


or more as extra cost, in other words, more 
than one million beneficiaries ended up pay¬ 
ing an average amount of Rs 3,000 for an 
asset which was worth less than Rs 2,000. 
Such cases were as high as 62 per cent in 
Manipur and 46 per cent in Ulk and both 
of these deserve special investigation.” The 
other states whore such cases are significantly 
high ate Assam (10 per cent), Orissa (10 per 
cent), Madhya Pradesh (9 per cent), Rajas¬ 
than (8 per cent) and Haryana (7 per cent). 
Since the absolute numbers of beneficiaries 
assisted are quite large in these states, this 
should be a matter of concern for the state 
governments. 


Status of the Asset after Two Years 

An aspect of the programme which has 
come up for considerable public discussion 
and criticism is the durability of the IRDP 
asset in the custody of the beneficiary, lb 
start with, whether the beneficiary actually 
takes physical possession of the asset? Or' 
is it only in the records of the concerned 
offices? Or is it only a transitory change of 
hand for the purpose of meeting the guide¬ 
lines in letter though not in spirit at least for 
a short while? It is in this context that ‘IRDP 
cow’ is known as ‘circulating capital'.^’ 
Then there are cases about giving defective 
assets which may not generate much of an 
income and hence cannot la.st any way. 
Another argument is that in any case the 
beneficiary normally being very poor, has 
a high propensity to sell the asset away to 
meet his immediate pressing needs and hence 
is unlikely to maintain the asset in an intact 
form for a long time.”. In fact, quite a 
number of instances have been reported by 
IRDP evaluation studies, individual resear¬ 
chers and other observers, which fall into one 
or the other of the above categories. And 
also there are other rea.son$ for the bene¬ 
ficiary not to possess the asset for long.” 

With the above observations as back¬ 
ground, the finding of the IRDP Concur¬ 
rent Evaluation Survey that 71 per cent of 
the beneficiaries at the national level have 
the asset intact with them two years after the 
assistance is quite encouraging (see Col 2 of 
Table 5). Indeed, this finding is quite con¬ 
sistent with the estimates generated by the 
earlier national level studies.^" The remain¬ 
ing 29 per cent cases of asset not intact com¬ 
prise of cases where the assets were ‘sold’, 
‘fully perished', ‘partly perished/defective’ 
and ‘others’ which include the cases where 
the assets were not even purchased. It may 
be noted that situations where a part of the 
asset has perished, has become defective or 
has been sold out are also included in ‘not 
intact’ cases.” 

The state-wise distribution of the assets 
status-wise indicates that it varies from as 
low as 33 per cent cases of intact assets in 
Meghalaya to the very happy situation of 100 
per cent assets intact in Sikkim (see Ihble 5). 
It also implies that in Meghalaya, as much 
as 67 per cent of the IRDP assets are either 
sold out partially or fully perished or 
were/atc defective or ate not in an intaa con- 


Table 6: Reason for Asset being Nor Intact 
(Percentage share) 


State 

Unexpected 

Not 

Mainten¬ 

Defective 

Other 

Total 


Event 

Enough 

Income 

ance Costly 


Reasons 


0) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

\ndhra Pradesh 

30 

17 

19 

15 

19 

100 

\s.sam 

44 

10 

2 

3 

41 

100 

Bihar 

25 

13 

6 

23 

33 

100 

Gujarat 

32 

7 

19 

19 

23 

too 

Haryana 

15 

19 

15 

13 

38 

100 

Himachal Prade.sh 

SO 

25 

6 

8 

11 

too 

lammu and Kashmir 

0 

6 

12 

70 

12 

100 

Karnataka 

8 

10 

11 

38 

33 

too 

Kerala 

25 

22 

11 

19 

23 

100 

Madhya Pradesh 

16 

32 

4 

2 

44 

100 

Mahara.shtra 

2 

28 

10 

18 

42 

too 

Manipur 

5 

10 

3 

64 

18 

100 

Meghalaya 

48 

2 

0 

25 

25 

too 

Nagaland 

0 

0 

0 

0 

0 

0 

Orissa 

3 

12 

4 

16 

65 

100 

Punjab 

6 

51 

4 

22 

17 

100 

Rajasthan 

39 

17 

8 

5 

31 

100 

Sikkim i®: 

0 

0 

0 

0 

0 

0 

Tamil Nadu 

10 

25 

11 

15 

39 

100 

TriOura ■ 

20 

20 

0 

60 

0 

100 


16 

21 

7 

16 

40 

100 


4 

37 

7 

37 

15 

100 


24 

4 

5 

20 

47 

100 


22 

19 

8 

16 

35 

100 
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dition due to other reasons. This, indeed, is 
a matter of serious concern. The otho' states 
where the ‘not intact’ cases are considerable 
are Rajasthan (56 per cent), UTs (46 per 
cent), Manipur (44 per cent), Assam (42 per 
cent) and Haryana (42 per cent). 

The distribution of cases-involving ‘assets 
not intact’ according to the different reasons 
is presented in liibie 6. The reasons are 
grouped into Tive categories, vizr unexpected 
events/contingencies, inadequate income 
generation, maintenance of the asset costly/ 
difficult, defective asset and unspecified 
other reasons. Contingencies include dis¬ 
posal of asset to meet unexpected family 
crisis like illness or death of family members 
or unexpected loss of the a.sset due to acci¬ 
dent, theft or disease/deatli in the cu.se of 
animals.^ Inadequate income generation 
and high cost of maintenance arc related 
reasons in as much as both relate to income 
from the asset, one in relation to the fixed 
capital cost of the asset and the other in rela¬ 
tion to the working capital requirements. An 
asset may be defective because it was so at 
the time of its acquisition*' or it might have 
become defective subsequently. ‘Other 
reasons’ could be a variety of miscellaneous 
reasons which may vary from family to fami¬ 
ly, but they also include cases where the 
assets were not even given to the beneficiary 
or the asset was given but the purpose was 
not so much to keep the asset for generating 
income. Rather it was only intended to be 
disposed of to get the cash benefit of 
subsidy. 

The broad distribution of the reasons for 
the asset not intact on the basis of the sam¬ 
ple is, other reasons—35 per cent, unex¬ 
pected event—22 per cent, not enough in¬ 
come generated—19 per cent, defective 
asset—16 per cent and maintenance of the 
asset costly—8 per cent. ‘Other reasons’ are 
as much as 65 per cent in Orissa, 47 per cent 
in UTi and 44 per cent in Madhya Pradesh. 
Unexpected events account for a very high 
proponion of reasons in Himachal Pradesh 
(50 per cent), Meghalaya (48 per cent) and 
Assam (44 per cent). Inadequate income 
generation*^ was the main reason for the 
asset not being intact/being disposed of in 
Punjab (51 per cent) and West Bengal (37 
per cent). Defective asset was the main 
reason in Jammu and Kashmir (70 per cent), 
Manipur (64 per cent), Tripura (60 per cent) 
and Karnataka (38 per cent). Costly main¬ 
tenance was not the major reason in any 
state and it accounted for 15 per cent or less 
cases in ail the states. 

VI 

Bank Financing of IRDP 

The IRDP Programme is financed partly 
by government grants and partly by bank 
credit. The Sixth Plan outlay for IRDP of 
Rs 4,500 crore consisted of Rs 1,500 crore 
of budgetary grants and Rs 3,000 crore of 
bank credit. Thus, the government share and 
bank share in IRDP financing were in the 
ratio of 1:2 during the Sixth Plan. And 
roughly the seme ratio betwen government 
financing and bank financing is being main¬ 


tained in the Seventh Plan. As the major 
financier of the programme, the banks are 
thus expected to play a very important role 
in the implementation of IRDP. However, 
there is general criticism that banks arc 
rather unwilling partners in the joint pro¬ 
gramme. Unlike in the case of District Rural 
Development Agencies (DRDAs) and block 
offices, banks are not allotted specific finan¬ 
cial and physical targets to be achieved under 
IRDP. True, IRDP is one of the programmes 
in the priority sector for which the banks 
have to fulfil a 40 per cent lending target. 
But. normally banks prefer to achieve this 
target by lending to 'more credit worthy’ 
customers whose projects are Tinancially 
more ‘viable’. 

On the other hand, the number of lending 
cases the banks have to handle on the IRDP 
front is very large as compared to other bor¬ 
rowers and as such the workload increases 
considerably since the staff strength is nor¬ 
mally determined on the basis of the volume 
of transactions, the rural branches ate usually 
understaffed. According to the IRDP guide¬ 
lines, banks should not ask for or get any 
surety for a loan upto Rs 5,000 except for 
the asset procured under the programme 
which will be hypotheticated to the bank.*’ 
Also the block machinery which is highly 
enthusiastic about securing bank loans for 
providing assistance to IRDP beneficiaries, 
is usually not of much help in ensuring 
repayment of the loan. These factors 
together provide a kind of rationale and 
justification on the part of bankers to keep 
their involvement in IRDP to the minimum. 

Bank-wise distribution of the share of 
IRDP loan provided to the sample benefi¬ 
ciaries is given in Table 7. While commer¬ 
cial banks account for 69 per cent of the 
loan, 23 per cent is accounted by regional 
rural banks (RRBs) and the balance of 8 per 
cent is provided by the co-operatives. Among 
states, the share of commercial banks varies 
from as low as 3 per cent in Jammu and 
Rashmir to as high as 100 per cent in 
Sikkim.** The share of RRBs is as high as 
90 per cent in Jammu and Kashmir but 
elsewhere it varies between nil in Sikkim and 
UTk Jo 42 per cent in IVipura. Thus it is clear 
from Columns (2) and (3) of Table 7 that 
commercial banks and RRBs together ac¬ 
count for 92 per cent of the IRDP loan at 
the national level and they are complemen¬ 
tary to each other, in fact, RRBs are a sort 
of rural ’cousins’ of commercial banks and 
they operate in rural areas where commer¬ 
cial banks do not have enough out-reach and 
hened the complementarity. 

The share of co-operatives in the IRDP 
loan, as per our sample is only 8 per cent 
at the national level and its range across the 
states is nil to 23 per cent. While it is nil in 
a number of states, especially in the north¬ 
east, it is more than 20 pet cent in three states 
viz, Kerala (22 per cent), Rajasthan (23 per 
cent) and Ihrail Nadu (22 per cent). While 
the share of co-operatives broadly depends 
on the strength of co-operative movement 
in different states, this does not fully explain 
the limited involvement of co-operatives in 
the IRDP programme. For example, the co¬ 


operative strongholds of the country, viz, 
Gujarat (3 per cent) and Maharashtra (5 per 
cent) are clear indications of the lack of in¬ 
volvement of co-operatives in a programme 
the succe.v$ of which, to a large measure, 
depends oq co-operativism and community 
involvement. One possible inference could 
be that the rural co-operatives ate essentially 
“of the non-poor, by the non-poor and for 
the non-poor’’. Another nptable aspect of 
the co-operative involvement is that its share 
in the IRDP loan has been steadily coming 
down over the years.*’ This could be part¬ 
ly explained by the fact that the controls and 
pressures which the governments, RBI and 
NABARD can apply on co-operatives arc 
fewer as compared to that on commercial 
banks and RRBs. 

According to the RBI guidelines, all IRDP 
loans should be medium-term loans, that is, 
the repayment schedule should be at least 
three years. Further, in a number of cases 
where there is a gestation period for genera¬ 
tion of income from the asset, the stipula¬ 
tion is that there should be sufficient grace- 
period before the repayment starts. Indeed, 
both these conditions are quite important for 
the viability of the scheme in most cases of 
IRDP assistance. Table 8 presents the actual 
picture on the basis of the sample observa¬ 
tions, broadly classified into three repayment 
schedules, viz. less than three years, equal 
to three years and more than three years. At 
the national level, 31 per cent cases were 
those with repayment schedule less than 
three years. That is, in 31 per cent cases of 
IRDP loans, the banking institutions had 
flouted the RBI guidelines. In many such 
cases the reason for such tight repayment 
schedule is none other than the eagcrnc.ss on 


Table 7: Bank wise DisrRiBH'iioN of Loan 
( i^:rceniage share) 


State 

Com- 

Regio- 

Co- 

Ibtal 


mcrcial 

onal 

Opera- 



Bank 

Rural 

.live 




Bank 

Bank 


(1) 

(2) 

(3) 

(4) 

(5) 

Andhra Pradesh 

78 

15 

7 

100 

Assam 

7! 

28 

1 

100 

Bihar 

67 

32 

1 

100 

Gujarat 

82 

15 

3 

100 

Haryana 

Himachal 

63 

35 

2 

100 

Pradesh 

Jammu and 

95 

2 

3. 

too 

Kashmir 

3 

90 

7 

100 

Karnataka 

79 

17 

4 

100 

Kerala 

65 

13 

22 

100 

Madhya Pradesh 

65 

25 

10 

100 

Maharashtra 

87 

8 

5 

100 

Manipur 

95 

5 

0 

100 

Meghalaya 

0 

0 

0 

0 

Nagaland 

0 

0 

0 

0 

Orissa 

57 

35 

8 

100 

Punjab 

98 

2 

0 

100 

Rajasthan 

53 

24 

23 

100 

Sikkim 

100 

0 

0 

100 

Tkmil Nadu 

71 

7 

22 

100 

IVipura 

58 

42 

0 

100 

Uttar Pradesh 

56 

30 

14 

too 

West Bengal 

76 

22 

2 

100 

Union Territories 

98 

0 

2 

100 

National average 

69 

23 

8 

100 
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the part of bankers to get back the money 
at the earliest. But quite often this 
boomerangs on the bankers themselves. Too 
tight a repayment schedule makes the 
scheme uneconomic and unviablc and hence 
the beneficiary either becomes a defaulter 
to the bank or disposes of the asset and 
clears his debts to the bank.^*' The petcen- 
tage of cases where repayment period was 
less than three years varied from SI per cent 
in Kerala to nil in Mimipur. The states, where 
the percentage of such cases was high includ¬ 
ed Andhra Pradesh (40 per cent), Madhya 
Pradesh (39 per cent), Punjab (45 per cent), 
Sikkim (43 per cent), Ihmil Nadu (39 per 
cent) and We.st Bengal (47 per cent). 

The sample average at the national level 
of cases with repayment period exactly three 
years was 32 per cent. These are, of course, 
cases where the banks tried to follow the RBI 
guidelines in ‘letter’ but not so much in 
’spirit’. There is considerable across-the-state 
variation in such cases. It varies from 61 per 
cent in Manipur and 60 per cent in Assam 
and Jammu and Kashmir to as low as 16 per 
cent in Karnataka. 17 per cent in Dipura and 
18 per cent in Gujarat and Rajasthan.'*^ 

The combined share of the short-term 
loans and those where the term is exactly 3 
years is given in Column 4 of Ikble 8. The 
percentage share varies from 100 in Sikkim 
(o 39 in Rajasthan. The states where such 
cases are more than or equal to three-fourths 
of the total are Andhra Pradesh (75 per 
cent), Bihar (88 per cent), J and K (93 per 
cent), Kerala (77 per cent), Sikkim (100 per 
cent), Tamil Nadu (79 per cent) and Uttar 
Pradesh (83 per cent). We will come back 
to this later when discussing the issue of loan 
default/ovcrducs later in this section. 

The percentage of cases where the loan 
guidelines have been followed in ‘letter and 


spirit’ by the banks, i e, cases where the 
repayment period is more than three years 
is given in Column 3 of Ihble 8. The sample 
average at the national level works out to 32 
per cent. The states where the percentage is 
considerably higher than the national flgurc 
are Gujarat (50 per cent), Karnataka (57 per 
cent), R^asihan (61 per cent) and TVipura 
(57 per cent). On the other extreme, we have 
Assam (12 per cent) and J and K (7 per cent). 

One of the important concerns of the 
critics of IRDP and also of the public at 
large is relating to the repayment of loans 
by the beneficiaries. This is, indeed, a very 
valid concern as the experiences of the bank¬ 
ing sector in the past in other priority len¬ 
ding areas have been rather depressing.'** 
One of the cardinal principles of banking, 
and for that matter Hnancial intermediation 
in general, is the uninterrupted flow of 
finances from the bank to the creditors and 
back. This is essential for recycling of the 
loans. The banking industry may come to 
a grinding halt if substantial portionsof the 
bank finances are tied Up with the borrowers 
as overdues. IRDP beneficiaries being not 
credit-worthy in the conventional sen.se, 
bankers often invoke the issue of overdues, 
even from better endowed borrowers, to ex¬ 
press their concerns. This makes ari objec¬ 
tive review of the overdues position of IRDP 
loans all the more important. 

The overdues of sample beneficiaries ac¬ 
cording to the quantum of overdues^* at the 
national level and state-wise is presented in 
lable 9. Column (2) indicates that 45 per 
cent of the sample beneficiaries had no over- 
dues at the national level. The percentage of 
such cases varied from as low as 14 per cent 
in Tripura to as high as 100 per cent in Sik¬ 
kim.’** As Column (3) indicates, another 8 
per cent of the beneficiaries had an amount 


of overdue of upto Rs 250 only. For all prac¬ 
tical purposes this category also can be 
treated as non-defaulters.” Thus, more 
than half of the IRDP beneficiaries were 
prompt in repaying their dues to the banks 
which, indeed, is a very positive finding and 
compares favourably with the situation in 
the case of other borrowers.’^ This was also 
the finding from the earlier .studies. 

Out of the remaining 47 per cent of cases, 
25 per cent had overdues between Rs 251 and 
Rs 1,000,16 per cent had overdues between 
Rs 1,001 and Rs 2,000 and the balance 6 per 
cent had overdues beyond Rs 2,000. The 
range of Rs 251 to Rs 1,000 is indeed a very 
broad one and an overdue closer to Rs 251 
may very well mean a very different thing 
as compared to an overdue of Rs 1,000.” 
The stale percentage in this range vary from 
nil in Sikkim to 37 in Karnataka. The share 
of beneficiaries with overdues between 
Rs 1,001 and Rs 2,000 vary from nil in Sik¬ 
kim to 25 per cent and 24 per cent respec¬ 
tively in Assam and Bihar. Similarly, the 
share of beneficiaries with overdues more 
than Rs 2,000 vary from nil in Sikkim to as 
much as 20 per cent in TVipura. The case of 
TVipura is an exceptional one which needs 
further probing because the next highest 
figure is 12 per cent for Assam. Overdues 
of the order of above Rs 1,0(X) which ac¬ 
count for 22 per cent of the sample benefi¬ 
ciaries can be considered the hardcore cases. 

It may be of great policy relevance for the 
banks to conduct an indepth analysis of the 
causes of ‘bad debts’ in the ca.se of IRDP 
beneficiaries. It is quite likely that some of 
these high overdues are the results of 
unrealistic repayment schedules. Others may 
be due to non-viability of the scheme which 
could have been avoided by proper project 
appraisal or the scheme could have been 
made viable by proper resource planning or 
by providing needed linkages. There may be 
other cases where the asset provided was not 
insured and subsequently perished due to ac¬ 
cident or death. There may be still other 
cases of ‘bad debts’ where the beneficiaries 
get the assistance/asset without any inten¬ 
tion to repay the loans.” Identifying these 
and other possible factors for large overdues 
is an important prerequisite for improving 
the profile of the IRDP programme as well 
as the liquidity of the banking industry in 
the country. 

A limited amount of information relating 
to the reasons for overdues was collected in 
the concurrent evaluation survey. Those 
sample beneficiaries who reported overdues 
were asked to state the main reasons for the 
overdues. They were to stole the first reason 
and second reason, if any, from the given 
category of reasons viz, inadequate income, 
unforeseen calamity, tight repayment 
schedule and ‘other reasons'. The distribu¬ 
tion of the sample beneficiaries on the basis 
of the reported first reason for overdues is 
given in '^Ic 10. Fifty-nine per cent of them 
reported that inadequate income generation 
from the given asset is the main reason for 
overdues. Tight repayment schedule was the 
reason next in importance which accounted 


Tabi f 8: Repaymbnt Schfoui f 
(Percentage share) 


State 

(I) 

Less Than 

3 Years 
(2) 

3 Years 

(3) 

3 Years 
or Less 
(4) 

More Than 

3 Years 
(5) 

All Cases 

(6) 

Andhra Pradesh 

40 

35 

75 

25 

100 

Assam 

28 

60 

88 

12 

100 

Bihar 

15 

58 

73 

27 

100 

Gujarat 

32 

18 

50 

50 

100 

Haryana 

15 

40 

55 

45 

100 

Himachal Prade.sh 

26 

38 

64 

36 

100 

Jammu and Kashmir 

33 

60 

93 

7 

100 

Karnataka 

27 

16 

43 

57 

100 

Kerala 

51 

26 

77 

23 

100 

Madhya Pradesh 

39 

28 

67 

33 

100 

Maharashtra 

28 

30 

58 

42 

100 

Manipur 

0 

61 

61 

39 

100 

Meghalaya 

0 

0 

0 

0 

0 

Nagaland 

0 

0 

0 

0 

0 

Drissa 

23 

45 

68 

32 

100 

Punjab 

40 

34 

74 

26 

100 

Rajasthan 

21 

18 

39 

61 

100 

Sikkim 

45 

55 

100 

0 

100 

ramil Nadu 

39 

40 

79 

21 

100 

TVipura 

26 

17 

43 

57 

100 

Uttar Pradesh 

31 

52 

83 

17 

100 

West Bengal 

47 

23 

70 

30 

100 

Union Territories 

31 

31 

62 

38 

too 

National average 

31 

37 

68 

32 

too 


Note; In Meghalaya jhe IRDP assistance was not credit linked. 
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for 30 per cent of the cases of overdues. In 
fact, both these reasons are quite related. In 
a way, a repayment schedule which does not 
realistically relate to the income generation 
schedule is bound to cause overdues. The 
beneficiary may have all the good intentions 
to repay the loan. But the income generated 
may not be adequate to meet the tight and 
hence unrealistic repayment schedule. Un¬ 
foreseen calamities account for 8 per cent 
of the overdues cases and ‘other reasons’ ac¬ 
count for the remaining 3 per cent of such 
cases. Scanning through Ikble 10 one can see 


that the weightage of these reasons varies 
considerably across the statts. Thus, for ex¬ 
ample, 80 and 81 per cent beneficiaries 
respectively in Assam and Jammu and 
Kashmir reported inadequate income as the 
main reason for ove^ues. Unforeseen 
calamities accounted for 23 per cent of the 
overdues cases in Manipur as against the na¬ 
tional average of 8 per cent. Similarly, tight 
repayment schedule was the main reason for 
38 per cent overdues cases in Himachal 
Pradesh against a national figure of 30 per 
cent and while 'other reasons’ accounted for 


only 3 per cent of overdues cases at the na¬ 
tional level, this was the main cau.se in 
Ti’ipure in 22 per cent cases. These extreme 
cases certainly call for further investigations 
which may bring out interesting findings of 
policy relevance. 

vn 

Increanes in Income of IRDP 
Beneficiaries 

Exceptions apart, most of the evaluation 
studies and almost all the general critiques 
of IRDt^ concentrate on the single criterion 
of ‘crossing the poverty line’ to judge the im¬ 
pact of the programme This excessive pre¬ 
occupation with poverty line and using it as 
the sole criterion to judge the performance 
of the programme has led some critics to 
reach dramatic conclusions about the 
wastages involved in the programme.^' An 
asset might prove to be highly productive 
and generate an income beyond expecta¬ 
tions. In the present scheme of things, it is 
possible that still the beneficiary may not 
cross the poverty line. This happeas in situa¬ 
tions where the beneficiary’s pre-assistance 
income was substantially lower than the 
poverty line and the value of asset was very 
small compared to the requirements. Such 
ca.scs are quite common. This is because the 
investment opportunities for the ‘destitutes’ 
and ‘very very poor’ are normally not those 
involving lumpy assets unlike in the case of 
say, small fa'mers who perfer pump- 
sets/tubewells, etc, which involve larger 
outlays. Also, preparation of viable schemes 
or packages of such schemes for individual 
members of those families is a time consum¬ 
ing process and the programme implemen¬ 
tors just do not have the time, patience or 
motivation to do such exercises. Further, the 
very poor do not have the clout to demand 
and get adequate assistance to cross the 
poverty line On the^ther hand an asset may 
prove to be highly unproductive but still the 
beneficiary maj^cross the poverty line Such 
is the case when the pre-assistance income 
of the beneficiary is very close to the poverty 
line and he is given a large quantum of 
assistance Thus in judging the effectiveness 
of IRDP assistance, in addition to the 
criterion of ‘crossing the poverty line’ one 
has to take into account the pre-assistance 
income gap of the beneficiary and the quan¬ 
tum of assistance or the value of the asset 
provided. 

The issue of 'what should constitute a 
poverty line’ is not a settled one.^** Even if 
it is conceded that the poverty line concept 
used at present is irrevocable from the polii^ 
planners’ point of view, the poor, who are 
the victims of poverty and the beneficiaries 
of the IRDP assistance may have entirely 
different perception about their condition 
and they may judge the effectiveness of the 
programme quite differently. To illustrate, a 
destitute family with meagre and irregular 
pre-assistance income may find a small 
steady income from an IRDP asset extremely 
valuable even if it does not take the family 
above the poverty line. What matters to it 
is the absolute quantum of incremental 


Table 9: Amount of Overdues 
(P ercentage in different ranges in Rs) 

State 

(I) 

0 1-250 251-1,000 

(2) (3) (4) 

1,001-2.000 >2,000 
(5) (6) 

Andhra Pradesh 

46 II 

24 

13 

6 

Assam 

18 10 

35 

25 

12 

Bihar 

27 7 

34 

24 

8 

Gujarat 

58 8 

21 

11 

2 

Haryana 

55 2 

20 

16 

7 

Himachal Pradesh 

59 8 

22 

8 

3 

Jammu and Kashmir 

83 2 

5 

5 

5 

Karnataka 

29 5 

37 

21 

8 

Kerala 

34 16 

33 

13 

4 

Madhya Pradesh 

37 10 

30 

17 

6 

Maharashtra 

38 8 

29 

18 

7 

Manipur 

79 2 

4 

14 

1 

Meghalaya 


0 0 

0 

0 

0 

Nagaland 


0 0 

0 

0 

0 

Orissa 

29 18 

33 

18 

2 

Punjab 

61 5 

17 

15 

2 

Rajasthan 

46 12 

26 

11 

5 

Sikkim '* 

too 0 

0 

0 

0 

Thmil Nadu 

56 7 

17 

14 

6 

Tripura 


14 19 

34 

13 

20 

Uttar Pradesh 

45 5 

23 

19 

8 

West Bengal 

35 18 

35 

8 

4 

Union "Rrritories 

80 2 

7 

6 

5 

National average 

45 8 

25 

16 

6 


Table 10: Reason for Overdoes 








(Pervemages) 

State 

Inadequate 

Unforeseen 

Tight Repay¬ 

Others 

Total 


Income 

Calamity 

ment 






Schedule 



(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Andhra Pradesh 

57 

15 

25 

3 

100 

Assam 

80 

4 

>5 

1 

100 

Bihar 

43 

11 

46 

0 

100 

Gujarat 

52 

5 

39 

5 

100 

Haryana 

28 

13 

58 

1 

100 

Himachal Pradesh 

65 

7 

25 

3 

100 

Jammu and Kashmir 

81 

6 

13 

0 

too 

Karnataka 

53 

14 

30 

3 

100 

Kerala 

60 

9 

25 

6 

too 

Madhya Pradesh 

64 

6 

30 

0 

100 

Maharashtra 

58 

4 

36 

2 

100 

Manipur 

25 

25 

40 

10 

100 

Meghalaya 

0 

0 

0 

0 

0 

Nagaland 

0 

0 

0 

0 

0 

Orissa 

71 

6 

22 

1 

100 

Punjab 

69 

10 

21 

0 

100 

Rajasthan 

62 

7 

19 

12 

100 

Sikkim 

0 

0 

0 

0 

0 

Ikmil Nadu 

57 

7 

36 

0 

100 

IVipuia 

41 

8 

29 

22 

100 

Uttar Pradesh 

70 

9 

18 

3 

-.00 

Wbst Bengal 

46 

12 

40 

2 

too 

Union Ihiritories 

59 

12 

29 

0 

100 

National average 

59 

8 

30 

3 

100 
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income and its relative importance with 
reference to the pre-assistance level of in¬ 
come. It is so because even a small quantum 
increase in disposable income. e.specialiy if 
it is of a steady nature based on an owned 
asset, can make a substantial difference in 
the well-being of the family.’’ In other 
words, each poor family may have its own 
perception of poverty line threshold pending 
upon the intcn.sity of its own destitution. 
And this may have very little to do with an 
official poverty line, however, sophisticated 
its measurements are and however important 
it may be for the policy makers and pro¬ 
gramme planners. In view of this reasoning, 
before we examine the effects of IRDP on 
our sample beneficiaries in terms of cross¬ 
ing the poverty line, wc shall have a look at 
the income generation effects of the pro¬ 
gramme in an absolute and relative sense. 

The distribution of annual net income’^ 
from the asset is presented in Table II. The 
percentage share of cases in different states 
and at the national level according to dif¬ 
ferent income ranges arc given in columns 
(2) to (6) of the table. Column (2) indicates 
the percentage share of sample beneficiaries 
in whose case the asset did not generate any 
income at all. Such cases were 24 per cent 
at the national level and varied considerably 
across the states from 2 per cent in Gujarat 
to 50 per cent in Sikkim. The finding that 
almo.st one-fourth of the IRDP assc's have 
not generated any income at all is, indeed, 
a damning commentary on the implemen¬ 
tation of the programme. In this connection, 
our earlier discussions about the status of 
the asset and the reasons for the asset not 
being intact may be recalled. In fact, there 
is a very close positive association between 
the zero-income generating cases and ‘not 
intact' cases. And this logical relationship 
comes out clearly from a comparison of 
column (3) of Table 5 and column (2) of 


Ikble It. As against 29 per cent cases of 
assets not intact at the national level, there 
are six states with percentage about 40, viz, 
As.sam (42 per cent), Haryana (42 per cent), 
Manipur (44 per cent)), Meghalaya (67 per 
cent), Rajasthan {56 per cent) and UTs (48 
per cent). The cases with zero income from 
assets in these stales are: Assam (40 per 
cent), Haryana (42 per cent), Manipur (41 
per cent), Meghalaya (39 per cent), Ra¬ 
jasthan (43 per cent) and UTs (45 per cent) 
respectively. And interestingly none of the 
remaining states except Sikkim has a percen¬ 
tage share with zero income higher than the 
least among the above states. Sikkim’s is a 
freak case where 100 per cent of the assets 
were intact, but in 50 per cent cases there 
was no income at all. This, obviously is a 
case needing further investigations. At the 
other extreme there are four states w’th 'css 
than 10 per cent cases of zero income assets. 
They are Gujarat (2 per cent), .1 and K (4 per 
cent), Tripura (3 per cent) and West Bengal 
(7 per cent). The corresponding ‘asset non¬ 
intact' cases are Gujarat (11 per cent), J and 
K (13 per cent), TVipura (12 per cent) and 
West Bengal .(14 per cent) respectively. And, 
indeed, these are the four bottom most 
shares of ca.ses of non-intact assets. 

The distribution of the 76 per cent of sam¬ 
ple beneficiaries at the national level for 
whom the assets generated non-zero income 
is 11 per cent cases with income upto Rs 500, 
15 per cent cases with income between Rs 501 
and Rs 1,000, 24 per cent cases with income 
between Rs 1,001 and Rs 2,000 and the re¬ 
maining 26 per cent cases with income above 
Rs 2000. In this context it may be recalled 
that the Sixth Plan total outlay of Rs 4,500 
crore to assist 15 million beneficiaries (i e, at 
the average rate of Rs 3,000 per beneficiary) 
on the assumption of an incremental capital 
output ratio (ICCR) of 1.5 implied that on 
the average the income increment per fam'ly 


TADih M: Iniome thom Assn 



(Different 

Ranges in Rs) 




State 

0 

1-500 ,501-1,000 

1,001-2,000 

>2,000 

(1) 

(2) 

(3) 

(4) 

(3) 

(6) 

Andhra Pradesh 

II 

2 

14 

33 

40 

Assam 

40 

12 

12 

16 

2.0 

Bihar 

24 

9 

!3 

28 

26 

Gujarat 

2 

31 

36 

8 

23 

Haryana 

42 

2 

13 

2.1 

2.2 

Himacbal Pradesh 

20 

14 

17 

30 

19 

Jammu and Ka.shmir 

4 

8 

19 

33 

36 

Karnataka 

26 

13 

22 

2.5 

14 

Kerala 

36 

13 

17 

20 

14 

Madhya Pradesh 

20 

5 

11 

29 

35 

Maharashtra 

21 

13 

21 

22 

23 

Manipur 

41 

15 

15 

22 

7 

Meghalaya 

39 

50 

2 

7 

2 

Nagaland 

0 

0 

0 

0 

0 

Orissa 

28 

8 

15 

34 

IS 

Punjab a. 

33 

1 

11 

17 

38 

Rajasthan ™ 

43 

16 

14 

15 

12 

Sikkim' 

50 

5 

0 

5 

40 

llimil Nadu 

23 

18 

17 

17 

25 

TTipura 

3 

12 

2 

32 

51 

Uttar Pradesh 

16 

9 

16 

31 

28 

West Bengal 

7 

4 

3 

16 

70 

Union Territories 

45 

15 . 

1^ 

12 

15 

National, average 4k. 

24 

11 

! J 

24 

26 


will be Rs 2,000. The evsduation studies con¬ 
ducted during the Sixth Plan had revealed 
that an ICOR of 1.5 is too optimistic even 
for IRDP programmes’* and that in reality 
it was closer to 3. As a consequence the 
ICOR assumed for the Seventh Plan is 2.7. 
In the light of these facts the finding that 
half the sample bcneilciarics had more than 
Rs 1,000 income from assets (for 24 per cent 
between Rs 1,001 and Rs 2,000 and for 26 
per cent more than Rs 2,000) is indeed com¬ 
mendable. And that too, after reckoning the 
fact that in 29 per cent cases the assets were 
not intact. 

State-wise figurc.s in re.spcct of the percen¬ 
tage of cases with income more than Rs 2,000 
a.s well as those in respect of other income 
cla.sscs show considerable differences. Thus, 
for cx.ample, the share of a.sscts with income 
more than 2,000 is as high as 70 per cent in 
West Bengal while it is only 15 per cent in 
the neighbouring Orissa even when the 
average level of assistance in both the states 
is more or less equal. In the north-east, it 
is a high of 51 per cent in Tripura as against 
the lowest of 2 per cent in Meghalaya. Some 
of these differences could be partly explained 
in terms of facts like the share of 'assets not 
intact' which we have already considered. 
However, it is likely that there may be other 
important variables like the input and out¬ 
put linkages, after care support, etc, which 
we have not included in the prciscnt analysis. 
Further probing and analysis of the underly¬ 
ing factors, especially in respect of extreme 
cases will be extremely rewarding exercises 
in terms of practical policy planning and 
programme implementation. 

So far our concern was m.ainly with 
respect to the success or failure of IRDP 
assistance in terms of the absolute incremen¬ 
tal income from the a.s.sct. But what is more 
important and what ultimately determines 
the welfare of the family is the change in the 
total family income and more so in a relative 
sense. An IRDP asset might have changed 
the status of a beneficiary from a wage 
earner to a self-employed without substan¬ 
tially changing the family income. It may be 
a highly successful case of IRDP assistance 
in terms of the absolute income generated 
by the asset, but may not necessarily improve 
the net disposable income of the family. 
Similarly an absolute income of say Rs 1,000 
from an asset may haw very different welfare 
implications for a ‘destitute’ family and a 
‘poor’ family. A more sensitive measure of 
improvement in the levels of living may be 
the percentage increase in the family income 
preferably after correcting for price changes. 
Besides IRDP assistance, there could be 
other factora also which might have affected 
the incomes of the families. In fact, for a 
more scientific analysis, one should have 
observed the differences in incomes during 
the same period of a ‘control group’ of 
families which were identical to the assisted 
sample beneficiaries, except for the IRDP 
assistance. However, the changes in incomes 
of the assisted families, by and large, can be 
attributed to IRDP assistance.*® 

From column (2) of liible 12, one can see 
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that 16 per cent of the sample beneficiaries 
at the national level experienced a d&line 
or no increase in family income after the 
IROP assistance. Such a sad situation might 
have arisen due to a number of factors. If 
the teneHciary did not get. the asset or if the 
asset was totally defective or if it got 
destroyed, ‘no income' would be generated. 
The process of acquiring the IRDP asset 
might have led to other costs, monetary or 


Table 12: Perccntaoe Increase in 
Family Income 


State 

(1) 

0 

(2) 

1-25 

(3) 

26- 

50 

(4) 

51- >100 

too 

(5) (6) 

Andhra Pradesh 

6 

11 

15 

41 

27 

Assam 

14 

35 

26 

15 

10 

Bihar 

15 

23 

23 

23 

16 

Gujarat 

2 

37 

36 

IS 

7 

Haryana 

40 

21 

17 

15 

7 

Himachal Pradesh 

8 

19 

20 

22 

31 

Jammu and 






Kashmir 

14 

15 

22 

28 

21 

Karnataka 

21 

17 

13 

22 

27 

Kerala 

22 

34 

22 

15 

7 

Madhya Pradesh 

12 

31 

27 

22 

8 

Maharashtra 

16 

19 

22 

23 

20 

Manipur 

26 

15 

21 

15 

23 

Meghalaya 

25 

25 

50 

0 

0 

Nagaland 

0 

0 

0 

0 

0 

Orissa 

8 

25 

22 

27 

18 

Punjab 

15 

15 

17 

24 

29 

Rajasthan 

20 

21 

19 

23 

17 

Sikkim 

10 

40 

20 

10 

20 

'Ihmil Nadu 

12 

17 

21 

26 

24 

Tripura 

6 

23 

13 

41 

17 

Uttar Prade.sh 

24 

25 

24 

18 

9 

West Bengal 

10 ■ 

33 

22 

27 

8 

Union Territories 

23 

22 

20 

21 

14 

National average 

16 

24 

22 

23 

15 


Table 13; Plrcentac.e or Persons with 
INITIAI INCOMI LessTiianRs 3,500 Cbo,ssino 
THE Poverty Line 


State 

(1) 

Poverty 

Line 

Rs 3,500 
(2) 

Poverty 

Line 

Rs 6,400 
(3) 

Andhra Pradesh 

57.04 

7.16 

Assam 

53.46 

11.32 

Bihar 

42.18 

4.08 

Gujarat 

38.67 

4,42 

Haryana 

19.39 

0.00 

Himachal Pradesh 

52.70 

6.31 

Jammu and 



Kashmir 

50.57 

8.05 

Karnataka 

33.53 

3.59 

Kerala 

29.55 

2.27 

Madhya Pradesh 

35.15 

1.98 

Maharashtra 

40.78 

6.72 

Manipur 

14.02 

0.00 

Meghalaya 

20.00 

2.22 

Nagaland 

00.00 

0.00 

Orissa 

16.21 

1.19 

Punjab 

84.87 

15.97 

Rajasthan 

46.20 

7.26 

Sikkim 

40.00 

5.00 

Thmil Nadu 

31.61 

3.23 

Ikipura 

45.95 

8.11 

Uttar Pradesh 

49.69 

4.63 

West Bengal 

47.42 

2.35 

Union Territories 

33.46 

4.56 

National average 

40.99 . 

4.60 


Others. Or the opportunity cost of IRDP 
might be reduced income from other sources, 
say wage labour. As a result, if the asset does 
not generate any net income the family in¬ 
come might, in fact, decline. Column (2) of 
Thble 12 indicates that decline or no increase 
in the family income was the case with 40 
per cent sample beneficiaries in Haryana 
and between 20 and 26 per cent beneficiaries 
in Karnataka, Kerala, Manipur, Meghalaya, 
Rajasthan, Uttar Pradesh and Union Terri¬ 
tories. The concerned state governments ifaay 
certainly like to look into the reasons for 
such hi^ percentage of cases of households 
who were worse off after the IRDP as.sistance 

Out of the remaining 84 per cent sample 
beneficiaries who experienced increa.se in 
family income during the post-assistance 
period, 24 per cent had an increase of upto 
25 per cent of the pre-assistance income, 22 
per cent had an increase between 26 and SO 
per cent, 28 per cent had an increase between 
SI and too per cent. The remaining IS per 
cent sample beneficiaries experienced more 
than 100 per cent increase in the family in¬ 
come from IRDP assistance. Irrespective of 
the pre-assistance income level, doubling of 
the family income as a result of IRDP assist¬ 
ance might have had a profound impact on 
the overall well-being of the family. Even an 
increase of more than 50 per cent in the 
family income over a short period can be 
deemed to be of significant welfare implica¬ 
tions for the family. Thus, a total of 38 per 
cent of the sample beneficiaries who have 
experienced more than 50 per cent increase 
in the family income, irrespective of the 
value of assets given to them or the absolute 
increase in their income can be considered 
to have gained significantly in terms of 
family welfare. By combining columns (5) 
and (6) of Thble 12, one can see that the 
percentage of such families have been as 
much as 68 in Andljra Pradesh, 53 each in 
Himachal Pradesh and Punjab, 50 in Thmil 
Nadu and 58 in Tripura. 

VIII 

Crossing the Poverty Line 

In the previous section our concern was 
with the incremental incomes accruing to the 
IRDP beneficiaries from the assets given to 
them under the programme as well as with 
the increment in the family inepme from all 
sources ffrom the given asset as well as from 
other sources) as a proportion of the pre¬ 
assistance income. The former measures the 
direct income generation impaa of the asset 
on the beneficiary and is more relevant in 
working out the p^uctivity of the asset and 
estimating the incremental capital output 
ratios (ICORs). The latter is more meaning¬ 
ful for measuring the total welfare effect of 
the programme on the beneficiary family. It 
is the net increment in family income in rela¬ 
tion to the pre-assistance level of income 
which is the relevant measure.** 

In the present .section wc .shall evaluate the 
effect and impact of IRDP on the 
benefleiaries in terms of the more commonly 
used criterion of 'crossing the poverty line*. 


Before we examine the results, let us clarify 
a few conceptual and measurement issues. 
First of all, as we have discussed elsewhere, 
the definition of poverty line and its 
measurements are unsettled issues. More im¬ 
portantly, since the poverty line is measured 
in monetary terms, the inflation factor or 
price changes have to be incorporated into 
the poverty line However, as we have noted 
earlier, this dynamic aspect of poverty line 
was ignoitd throughout the Sixth Plan in the 
identification of beneficiaries as well as in 
dctcrmiiyng the quantum of assistance. As 
a result, even in 1984-85, the poverty line re¬ 
mained at Rs 3,500 for the purpose of IRDP 
assistance, when the actual poverty line had 
become Rs 6,400. According to the guide¬ 
lines, only those whose incomes were below 
Rs 3,500 were eligible for assistance. 

The percentage of the eligible sample 
beneficiaries who have crossed the poverty 
lines of Rs 3,500 and Rs 6,400 are presented 
in columns (2) and (3) respectively of 
Thble 13. About 41 per cent of the eligible 
beneficiaries crossed the poverty line of 
Rs 3,500 at the national level. The state level 
percentages varied from 14 per cent in 
Manipur, 16 per cent in Orissa and 19 per 
cent in Haryana to a high of about 85 per 
cent in Punjab followed by 57 per cent in 
Andhra Pr^esh and 53 per cent each in 
Assam and Himachal Pradesh. When the 
reference is with respect to the revised 
poverty line of Rs 6,400, the percentage of 
beneficiaries crossing the poverty line comes 
down drastically us should be expected. The 
national average on the basis of the sample 
is only 4.6 per cent. The state-wise figures 
vary from nil in Haryana and Manipur to 
as much as 16 per cent in Punjab and 11 per 
cent in Assam. The percentage of benefi¬ 
ciaries crossing the poverty line as obtained 
in Thble 13 is substantially .similar to the fin¬ 
dings of various evaluation studies con¬ 
ducted earlier.*^ 

Basically the factors that determine the 
proportion of bqieficiaries who cross the 
poverty line arc: (i)' the pre-assistance level 
of income; (ii) the level of assistance; and 
(iii) the actual incremental capital output 
ratios (ICORs) of the projects. The first two 
factors will be examined here. The analysis 
of ICORs in the case of IRDP investments 
has to be the subject matter of a separate 
study. lb start with, a comparison of Ihbles I 
and 13 enables us to establish the link bet¬ 
ween level of pre-assistance income and 
crossing the poverty line. For our purpose 
only those beneficiaries, whose pre-a.s$istance 
incomes are upto R.s 3,500 are relevant, i e, 
column (4) of Table 1. Since these benefi¬ 
ciaries are classified into two groups, viz, 
those with income upto Rs 2,265 and those 
with incomes between Rs 2,266 and Rs 3,500, 
the relative shares in the groups can be com¬ 
pared with the percentages crossing the 
poverty -line as given in Thblc 13. By and 
large, it can be seen that a higher percen¬ 
tage of beneficiaries crossed the poverty line 
from those states where the shares of eligible 
beneficiaries from the income group Rs 2,266 
to Rs 3^.500 are higher. Thus, for example, 
in Punjab 39 per cent out of the 51 per cent 
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eligible beneficiaries were from this group 
and the percentages crossing the poverty line 
are highest in the country. In A.ssam 42 per 
cent out of 51 per cent eligible beneficiaries 
belonged to this group and the percentage 
crossing poverty line is fairly high. On the 
other extreme, in Manipur and Oris.sa the 
shares of the destitutes in the eligible 
beneficiaries are 80 per cent out of 100 per 
cent and 81 per cent out of 100 per cent 
respectively and they have the lowest percen¬ 
tage of beneficiaries crossing the poverty 
line. 

Average assistance given to beneficiaries 
in different income classes on the ba.sis of 
the .sample is pre.scntcd Mate-wise in Thblc 14. 
It can be seen that, cxccpti<'ns apart, in mor.t 
states the average assistance i-. for 

destitutes and ‘very very poor bcnr''^.:aries’ 
as compared to other caicgorie.s. 1 Iti.'. i.s just 
the opposite of what is desirc'd, i c, lower the 
incomes, higher should be the investment to 
generate .sufficient income to enable the 
beneficiary to cross 'he poverty line. 

The second i,»suc is the absolute quantum 
of the assistance in relation to the incremen¬ 
tal income requirement for cros.sing the 
povert line. Assuming an average pre- 
assistance income of Rs 1,500 for the 
beneficiaries from the destitute group, the 
income gap to be covered to reach the pover¬ 
ty line is Rs 2,000 or Rs 4,900 depending 
upon whether the poverty line is Rs ?.,500 
or Rs 6,400. On the bests of t!-~ observed 
iCOR of 2.7 which is being adopted in the 
Seventh Plan, the average capital require¬ 
ments are Rs 5,400 and Rs It,230 for the 
destitute beneficiaries to cro.ss the poverty 
line of Rs 3,500 and Rs 6,400 re.spectively. 
As against these figures, the average value 
of a.ssct provided to beneficiaries of this 
category varied from as little as Rs 1,822 in 
West Bengal to as much as Rs 5,233 in 
Jammu and Kashmir with a national average 
of Rs 2,930 only. Thus, it is qu'tc clear that 
' the assistance under IRDP was far below the 
requirement to enable the destitute group to 
cross the poverty line.'’' 

The above finding, in no way, implies that 
for the IRDP beneficiaries who could not 
cross the poverty line, tlie programme has 
no relevance. Indeed, the more relevant 
criterion is the increase in the family income, 
in absolute and relative terms, which we had 
discu.sscd in the previous section. 

IX 

Summary and (Concluding 
Remar k» 

To sum up, let us briefly state what have 
we observed while going through more than 
a dozen summary tables prepared on the 
basis of the massive volume of data on 
IRDP collected from ail over the country. 

Wc have found: that in most of the states, 
in vast majority of cases, the assistance has 
gone to the deserving poor; that in a number 
of states the village as.semblie$ were fully in¬ 
volved in the Tinal selection of the benefi¬ 
ciaries; that the sectoral distribution of assets 
under the programme which was quite skewed 


in favour of the primary sector and in par¬ 
ticular milch animals initially has become 
gradually more evenly distributed among 
various sectors; that in roost states even in 
the face of sudden spurt in demand due to 
IRDP, majority of the beneficiaries got 
assets which justify their costs; that in more 
than seventy per cent of the cases, the a.ssets 
are with the beneficiaries in an intact con¬ 
dition even after two years; that commercial 
banks have involved themselves in a very big 
way in IRDP financing; that the record of 
repayment of loans by IRDP beneficiaries 
is no worse than that of other debtors who 
generally arc better off economically; that 
in vast majority of cases the assets generated 
net incremental income; and that most of 
the bencficiarie.s were relatively better off 
after the a.ssistance as compared to the pre- 
assistance days in the sense that there was 
a significant percentage increase in the fami¬ 
ly income in the latter period. Thu>i the fin¬ 
dings generally vindicate the stand taken by 
the protagonists of IRDP. 

Wc have also found: that in about one- 
fifth of the entire .sample and in some states 
even upto half the sample, beneficiaries at 
the lime of selection had income more than 
the cut-off point for selection; quite often 
the sectoral distribution of the schemes/ 
assets was influenced by simple expedients 
like easy accessibility, personal biases*^ of 
the government functionaries, etc, rather 
than suitability to local conditions and in¬ 
come generating ability; that a significant 
share of assets in at least a few states was 
highly overpriced, which in no way can be 
justified; that the assets were not in the 
possession of the beneficiaries in an intact 
form in a con.siderable proportion of cases 
in some states; that banks were reluctant 
partners in the programme in many cases, 
the schemes were not properly apprai^ and 
the repayment schedules were too short and 
un-realislic in many cases; that in a con¬ 
siderable proportion of ca.ses the programme 
has not improved the lot of the poor families 
at all; that only a very .small percentage of 
the assisted poor could actually cross the 
poverty line; and that in a majority of cases 
the assistance was too inadequate to expect 
them to cross the poverty line .And these fin¬ 
dings certainly vindicate some of the 
criticisms of the antagonists of IRDP. 

Obviously, IRDP has many strong points 
and many weaknesses, as it often happens 
with most of the development programmes 
whether they are growth-oriented or equity 
oriented. There is nothing singularly bad 
about IRDP.'Also it is not a panacea for ail 
our ills. The truth is in between the extremes. 
The substantive issue is whether IRDP is a 
worthwhile endeavour on balance? But this 
can be answered only in relation to two basic 
issues. First, what is the objective of the pro¬ 
gramme? Second, what are the alternatives 
to achieve the same objective? We shall 
briefly take up these issues one by one. 

'ihe objective of anti-poverty programmes, 
of which IRDP is the centre-piece; is removal 
of rural poverty in the country. One of the 
criticisms of rural development programmes 


in the country, from the days of community 
development (CD) programmes onwards in¬ 
cluding the green revolution technology is 
that in most cases, the better off .sections of 
the rural society were benefited to the exclu¬ 
sion of the very poor, in fact, this appr^en- 
sion was there at the very genesis of anti¬ 
poverty programmes.** Chir findings clear¬ 
ly show that, as far as IRDP is concerned, 
the results are a mixed bag. 

As we have noted in the introductory sec¬ 
tion, some of the critiques of IRDP are con¬ 
cerned about the alternatives to achieve the 
same objective. The structuralist stance is 
that a direct attack on poverty without an 
equally direct attack on the inequitous 
ownership of assets will not yield results. The 
experience of the past four decades in regard 
to land redistribution,** the socio-political 
realities of our highly complex society and 
the emerging political power equations clear¬ 
ly indicate that any romantic ideas about 
significant redistribution of existing assets 
have to be ruled out as a viable propositions. 
Another alternative is provision of wage 
employment to the poor. Though wage 
employment has a number of merits over 
IRDp in specific contexts as noted in the in¬ 
troductory section, it cannot be thought of 
as a permanent cure to poverty in the coun¬ 
try. To ensure a minimum subsistance in¬ 
come to all the rural poor, the employment 
requirements will have to be several times 
that provided by the existing employment 
schemes. The benefits of community asset 
creation and augmentation of value to 
private assets via employment generation 
will provide disproportionate advantages to 
the better off sections of the rural society. 
The hypothesis that these in turn will 
generate sufficient private employment via 
multiplier effects needs to be empirically 
tested. Of course, the very poor and oid who 
suffer extreme forms of physical and mental 
disabilities have to be taken care of by 
publically funded and well-administered 
social security schemes. But this alternative 
can possibly take care of only those at the 
low-end of the poverty spectrum. Thus, one 
cannot escape the conclusion that the IRDP 
approach is quite relevant in the present 
Indian context. The substantive issue is how 
to make it more effective than what it has 
been as evidenced by the findings presented 
in the previous sections. 

Even the staunchest critics agree*^ that 
IRDP as a concept has great merit. First, 
it has a significant public appeal. This is 
because of the faa that IRDP is the first ma¬ 
jor development programme which directly 
addresses itself specifically to the poor 
families and offers direct assistance in the 
form of income earning assets. Since the 
scope for redistribution of the existing main 
rur^ assets viz, farm land is rather limited, 
the idea of provision of newly created assets 
to the poor is a welcome one. The visibility 
and the direct approach involved in IRDP 
have both strengths and weaknesses. The 
substantive issue is whether the strategy can 
be used as an instrument to transform the 
political process and to initiate changes in 
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the structural characteristics of the economy 
The IRDP strategy has the latent potential 
to change the structural characteristics.^" It 
is based on the principle that even the 
poorest in the society have rights. It in¬ 
troduces an element of accountability in the 
administrative system. It opens up the 
possibility of participation in the develop¬ 
ment process. If these latent potentials can 
be energised, they can be used to mount 
pressure from below to loosen some of the 
rigidities of the system and to ensure that 
growth becomes socially more responsive 
and equitable. The task, however, is not an 
easy one. 

Though oiiginally IRDP was introduced 
as a truely integrated rural development pro¬ 
gramme, the rather hurri^ expansion of the 
programme to cover the entire rural areas at 
the beginning of the Sixth Plan has resulted 
in the dilution of this integration, at least 
in practice, if not in concept. This has been 
a major reason for much of the undesirable 
results we have noted earlier and a lot of 
criticism. At the same time the commitment 
on the part of the government to expand the 
outreach of the programme had its own 
positive effect. Once an undertaking is given, 
there is hardly any going back on this 
respon.sibility. Now it is mainly a matter of 
improving the quality and efficiency of the 
prograntme. This, however, requires signifi^ 
cant strengthening of the planning, im¬ 
plementing and monitoring machinery at the 
district level and below. On the planning 
side, too much is expected from the very 
nominal personnel and expertise available at 
the district and block levels.'’'* Considering 
the mammoth dimensions of IRDP in terms 
of the number of beneficiaries covered and 
the various stages of planning and imple¬ 
mentation according to the guidelines, no 
doubt, the bureaucratic limits have been 
reached during the Sixth Plan in a literal 


s'.msc and perhaps more so in a logical .sense. 
This may be an important reason for the cm 
phasis in the Seventh Plan on people's in 
volvement in the planning, implementation 
and monitoring of IRDP and othci ami 
poverty programmes by involving elected 
bodies and people's representatives, volun 
tary agencies (NGOs) and promoting oigani 
sations of the rural poor. 

Another'aspect of the bureaucratic in¬ 
volvement, in programmes of fhis type 
which needs a lot of motivation and involve¬ 
ment on the part of the implementors, is 
precisely the lack of the same positive fac¬ 
tors. Fbr, the bureaucracy has its own system 
of postings and transfers, career prospects 
and reward structures and incentives and 
disincentives which have very little to do with 
the efficient and successful implementation 
of the programmes and their effects and im 
pacts on the affected individuals and society 
at large. Also the management information 
system developed for the purpose of 
monitoring of the.se programmes is, by and 
large, weighted in favour of assessing the 
results in terms of expenditure incurred 
(higher the better) and physical achicvcmois 
in terms of numbers, irrespective of the 
physical quality of the achievements. A 
number of these issues were, indeed, 
deliberated upon in very great detail by the 
high level committee on admini.strative 
arrangements for rural development and 
poverty alles'iaiion programtne.s’® and a 
number of signifieant recommendations in 
the directions indicated above have been 
made by the Committee. The report is under 
the active consideration of the goveriiinciit 
of India and the state governments. It all 
depends on whether the major recommen¬ 
dations will be accepted for implementation 
and if so how soon they arc going to be 
implemented. 

We have to place this programme in it.s 


Table 14; Avi.ka<.1' Assistance Givfn io Hi sr net arii-s in Dm ii ri nt Income Ci assi s 

(Rs) 


State 

(1) 

0-2,265 

(2) 

2,265- 

3.500 

(3) 

3,501- 

4,800 

(4) 

4.801 

6,400 

(5) 

■>6,400 

lb) 

Andhra Pfudesh 

2811 

3960 

3949 

0 

0 

A.ssam 

2874 

2518 

28?8 

6574 

3603 

Bihar 

2570 

2950 

2937 

322.3 

4140 

Gujarat 

2324 

2632 

2820 

0 

0 

Haryana 

4217 

4207 

4199 

5305 

4032 

Himachal Pradesh 

3073 

2945 

3966 

— 


Jammu and Kashmir 

5233 

4356 

5158 

5137 

8125 

Karnataka 

3173 

3376 

3935 

2616 

4337 

Kerala 

2335 

2470 

3101 

2838 

2527 

Madhya Pradesh 

2650 

3288 

3722 

2903 

5207 

Maharashtra 

3091 

3635 

4371 

4208 

7062 

Manipur 

1904 

1100 

0 

0 

0 

Meghalaya 

1856 

223 S 

2750 

2877 

3215 

Nagaland 

0 

0 

0 

0 

0 

Orissa 

3979 

3470 

0 

0 

0 

Punjab 

3439 

3451 

3591 

3750 

3460 

Rajasthan 

3229 

3405 

3511 

3525 

3922 

Sikkim 

2222 

2181 

0 

0 

0 

Tkmil Nadu 

3lf9 

3437 

2585 

2450 

4190 

Tripura 

3829 

3299 

3732 

3800 

0 

Uttar Pradesh 

3562 

4247 

3827 

4727 

4517 

West Bengal 

1822 

2705 

3181 

4400 

3125 

Union Territories 

2349 

3309 

3125 

2233 

32.54 

National average 

2930 

3437 

3399 

4004 

4035 
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correct perspective. It is only one of a 
package of aiui-f>oseity and minimum need 
prograimncs. As we have seen earlier, there 
IS much to be desned in (he planning and 
execution of IRDP. Its success critically 
de|Jeiids on hci.v well iiueprated it is with the 
various other progi.mimes. Integration or 
ru-ordinatioii is an asiKcl which is extremely 
important at ail stages but is sadly missing 
at all .stages incltiding policy planning at the 
central level to implcmoiuution at the grass¬ 
roots level 

Proper integration of all anti-poverty pro¬ 
grammes, othci target group i.ricntcd pro¬ 
grammes and major minimum needs pro¬ 
grammes like piimaiy education, primary 
health, nutrition, lural drinking water supp¬ 
ly, sanitation and iiiiul lo.ids at the .stages 
of planning and implcmcnliition including 
pooling logs tiler of ic.sources, both physical 
and human can lead ui results far beyond 
the .sum total of what wc achieve today. The 
pre.seni IRDP incJ In! considered only the 
entry point to a vast area of activity. The 
IRDP can nOi only piovide assets to the 
poor families f.ui als.i can create awareness 
among the pooi iibout the possibility of a 
better life and tlieir right to achieve it and 
the means of achieving it. They will be 
enabled to .ippieeiatc the importance of our 
chciished national objectives like universal 
literacy and .small family norm and may like 
to adopt them on their own. Removal of 
povvity involves issues fai beyond providing 
income lor enough calorie or food or even 
privaii consumer items In fuel, it implies 
piovidiiig a dignified existence. 

The concurrent evaluation of IRDP has 
clearly brought out the lact that the pro¬ 
gramme has great potential, though it suf¬ 
fers tiom a number of limitations at present. 
Most of the serums ciities of the programme 
also have recognised this fact. Another im¬ 
portant aspect which was brought out by the 
survey is the fact that the programme is too 
iinportuni Io be left entirely in the hands of 
bureaucracy, pioiessional politicians and the 
niiddlcmcn. It icquircs much more intellec¬ 
tual inputs and clarity of thought for con¬ 
ceptualisation and planning at all levels than 
what is piovided at present. The implcmen- 
tatum and moniionnp. have to be necessarily 
a much more involved and co-operative ef¬ 
fort between the implementors and benefi- 
c'iarics actual as well as potential. 

The concurrent evaluation survey has 
enabled several picinier reseaich institutions 
in the country to have a closer look at the 
programme. Hopefully, it is the beginning 
of an eia of fruitful co-opei alien between 
the government and academics in their ef¬ 
forts at solving the piobleins of poverty and 
deprivation in India. 

fl'ht view.s expressed in this paper are strictly 
the personal views of the author. I am grateful 
to D Handyopadhyay, Ake Blomqvisi, Vbgesh 
Chandra, Mathew Kiirian, D S Tyagi and S D 
TenduHar lor helpful comments on an earlier 
draft of ihiv paper. None of them, however, 
shares responsibility for the errrirs that remain.) 
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1 The poor are identified in India on the basis 
of a very modestly defined poverty line to 
ensure a consumption basket which includes 
the minimum calorie requirements. The 
poverty line is usually measured as the mid- 
point of the frequency class interval of 
National Sample Survey (NS£) consumer 
expenditure estimates, which contains the 
minimum calorie requirements. 

2 The target for the Seventh Plan is fixed at 
20 million beneficiaries. The total amount 
allocated including bank credit is about 
R$ 7,000 crore. 

3 See Oantwala (1986). For a mote detailed 
discussion of this theme, see Dantwala et 
al (1986). Especially the articles by C T 
kurian on ’Reconciling Growth and Social 
Justice: Strategies versus Structure?' and 
M L Dantwala on ‘Reconciling Growth and 
Social Justice: Agrarian Structure and 
Poverty' raise a number of important issues 
in this connection. 

Rath (1985). 

Dandekar (1986). 

Cuban (1986). 

7 Besides the references given in notes 3 to 
6 above, also see Bagchee (1987), Dantwala 
(1985), Hirway (1985), Jodha (1986). 
(though this article is not a direct critique 
of IRDP or anti-poverty programme as 
such, it is quite relevant in our context); 
Mukund Kanakalata (1986), Parthasarathy 
(1985), Rao (1987), Subbarao (1985), Sun- 
darara and Ibndulkar (1983) and Dmdulkar 
(1983). (Again, though the la.st two articles 
preceded in National Level Evaluation 
Studies, they are quite relevant for our 
purpose.) 

8 The more important evaluation studies are 
the ones by (1) Programme Evaluation 
Organisation (PEO) of the Planning Com¬ 
mission, which covered 16 states, 33 
districts, 66 blocks and 1,179 households 
and was released in May 1985, (2) Reserve 
Bank of India (RBI) which covered 16 
districts in 16 states, (3) National Bank for 
Agriculture and Rural Development 
(NABARD), which covered 30 districts and 
60 blocks in 16 states and (4) Institute tor 
Financial Management and Research 
(IFMR), which covered 17 blocks and 5 
districts in 3 states. The IFMR sample size 
in terms of beneficiary families was 1857 
besides a control group of 1007 non- 
beneficiary families. 

9 The investigator assessed the annual family 
income by asking probing questions regar¬ 
ding (a) various sources of incomes and (b) 
earnings of different members of the fami¬ 
ly. Items (goods and services) which were 
not traded or which were bartered were im¬ 
puted appropriate values based on ongoing 
market prices. Net farm income, if any, was 
assessed after accounting for paid out costs. 

10 Same as the four listed in note 8 ante. 

11 By the time the beneficiaries in our sample 
were assisted, i c, theiggriod from July 1983 
to August 1984. (Hajp^erty line, adjusted 

actually crossed the 
'Us evidenced by the con- 
nditure estimates of NSS 
lich was conducted during the 
year 1983. And as such R$ 4,800 
is in effect a conservative criterion 
m a liberal one. ■ 
the very mechanical criterion of 


3,0(X>beqcficiarics per block throughout the 
country created problems of selection of 
enough number of eligible beneficiaries 
elsewhere al.so. For example, in north¬ 
eastern stales and the hill tracts of Himachal 
Pradesh, Jammu and Kashmir and Uttar 
Pradesh there arc blocks with less than 
3,000 families, let alone families which are 
below poverty line, or which are in the 
category of ‘destitutes' or ‘very very poor’. 

13 It may be recalled that as per 32nd round 
of NSS for 1977-78, which formed the basis 
of rural poverty ratios for the Sixth Plan, 
Orusa had the highest rural poverty ratio 
at 68 per cent and Punjab the lowest at 13 
per cent, in the country. The provisional 
estimates based on 38th round of NSS for 
1983-84 indicate' that the rural poverty ratio 
for Orissa has come down to 45 per cent 
and that for Punjab to II per cent. 

14 Gram sabha is the traditional village 
assembly in which all the adult members of 
the village can attend and deliberate on mat¬ 
ters concerning the whole community or its 
members. This institution is a common 
heritage in most parts of the country. The 
significant exceptions are Kerala and Tamil 
Nadu where villages are usually much big¬ 
ger than elsewhere and as such the general 
assembly of the village may become too 
crowded. 

15 In the States and regions where the tradition 
of gram sabha meetings is not there, other 
forms of public participation can be 
developed. In Kerala, for example, in the 
absence of gram sabha the elected pan- 
chayats assist the official machinery in the 
selection process and the list of proposed 
beneficiaries is widely publicised so that a 
public debate is generated and in that pro¬ 
cess the undeserving, if any, is eliminated. 

16 The block set up came into existence in the 
early fifties with the introduction of Com¬ 
munity Development (CD) Programme. It 
consisted of a Block Development Officer 
(BDO), half a dozen Extension Officers 
(EOs) and a dozen or so village level 
workers (VLWs). Normally the Extension 
Officers who are the subject-matter 
specialists were drawn from the line depart¬ 
ments like agriculture, animal husbandry, 
co-operation, etc. This arrangement was 
alright as long as the BDO had an upper 
hand in ali matters relating to development 
within the block. However, during the six¬ 
ties and seventies, when the importance of 
the block machinery, as the premier 
developmental instrument, declined and the 
line departments gained their prominence, 
many of the EOs reverted back to their 
parent departments. Also, the introduction 
of the Training and Visit (T and V) System 
for agricultural extension in the seventies 
further weakened the block machinery. In 
some of the states, as many as half of the 
VLWs were withdrawn from the CD set up 
and attached to the T and V Programme. 
Often, the more active.and enterprising 
VLWs wbre allotted to the more glamorous 
T and V programme. Thus, by the time the 
IRDP programme was introduced in the late 
seventies, the block set up was a rather weak 
and demoralised one. Though there was a 
specially tailored Centrally Sponsored 
Scheme for the strengthening of the block 
machinery durlhg the Sixth Plan the 


achievement in terms of recruitment and 
training of personnel was nowhere near the 
target or requirement. 

17 Though there were no fixed targets in terms 
of percentage shares for different sectors 
during the Sixth Plan, the guidelines in¬ 
dicated that the desired distribution is two- 
thirds share for primary sector and pne- 
third share for the other two sectors to be 
shared equally. However, in actual practice 
the primary sector accounted for 94 per cent 
in 1980-81 and 83 per cent in 1981-82. This 
percentage came down to 55 by 19841-85. 

18 One can visualise hardly any profitable 
opportunities for setting up repair and 
maintenance services, retailing and trans¬ 
portation or even new tailoring/knitting ser¬ 
vices in a region when; incomes are generally 
dcpre.ssed due to low agricultural produc¬ 
tivity and lack of other productive 
employment. 

19 Region-specific evaluation studies have in¬ 
dicated that milch animals constituted upto 
80 per cent of the assets distributed in some 
districts during the initial years of the Sixth 
Plan. 

20 For example, there is a Centrally Sponsored 
Scheme exclusively for assisting small and 
marginal farmers. Further, a major source 
of institutional finances in the rural sector 
is co-operative credit, a major chunk of 
which is exclusively for financing of 
agriculture. 

21 It needs further investigation before a 
categorical statement about the reasons for 
this phenomenon can be made. However, 
it is likely that agriculture got priority under 
IRDP due to the fact that other sources of 
institutional financing in the relatively 
backward agricultural regions are not yet 
developed. 

22 Though the pre-coded schedule does not 
permit details of such cases to be recorded 
in the main body of the schedule, the one 
page meant for investigator’s comments has 
brought in some interesting observations in 
this regard. Tb illustrate, in one particular 
block of a slate, out of the 20 beneficiaries 
surveyed, 8 were given animal drawn carts 
as per records. But in reality 4 out of the 
8 owned their own animal carts at the time 
of assistance which they took to the camp 
where the loan was dispersed. The other 
four took their neighbour’s carts on hire to 
be presented to the authorities. Obviously 
the entire money involved was shared by the 
beneficiaries and the various officials 
involved. 

23 Experience shows that unless the interviewer 
established excellent rapport with the 
beneficiary respondent, he/she will not 
revSal the details of the bribe payments. 
Even then, unless the beneficiary is totally 
alienated from the official functionaries, 
they will not be bold enough to give the in¬ 
formation to the investigator in the presence 
of the VLW or some other block func¬ 
tionary whose presence at the time of inter- 
vivi, though discouraged, is not unusual. 
Howeyer, it is reported that in some 
states/regtons there are some standard rates 
of bribes, though informal, which ue 
prevalent. One such cose is that of the 
veterinary doctor’s association in one state 
which advised its members to charge Rs 50 
per certificate for milch animals under the 
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programme as this job does not fall under 
the normal duties of the government 
veterinary doctors.. 

24 SiQce there is much criticism about the role 
of the purchase committee in protecting the 
interests of the beneHciary, serious con¬ 
sideration is being given to the suggestion 
to do away with the purchase committies. 
In fact the experiment of making cash pay¬ 
ment directly to the beneficiary for purchate 
of the asset is currently going on in a set 
of selected blocks in different states. If the 
experiment is found successful, it is likely 
that this practice may be adopted as the 
standard one. 

25 Even if the ‘formula’ is not equitable to all 
members of the purchase committee, it is 
a normal practice that the incidentals of the 
members of the purchase committee in¬ 
cluding transport is met by the margins in¬ 
volved in the purchase of the asset. 

26 It is in this context that the ‘IRDP Cow' 
is known as ‘circulating capital’ as it does 
not stick to a single beneficiary for long. 
The term ‘circulating capital' was first used 
by V M Oandekar in a seminar. 

27 To characterise the situation, let us consider 
an example. Suppose that a good quality 
milch animal cost Ks 1,000 in the market. 
The sudden demand hike due to IRDP drives 
up the price of the animal to Rs 1,300. The 
beneficiary gets the cow for Rs 1,500. This 
is financed partly by the bank loan and- 
partly by the government subsidy. Normally 
the ratio between the two is 2:1 i e, Rs 1,000 
loan and Rs 300 subsidy in this case. That 
is, the beneficiary gets a milch animal worth 
Rs 1,000 (pre-lRDP price) for a bank loan 
of Rs 1,000 and the subsidy amount of 
Ks 300 goes to the seller of the cow. And 
here we assume that there are no other 
leakages or bribes involved, which is un¬ 
likely and that the cow is a healthy one 
which also may not be true in actual prac¬ 
tice. This characterisation is, obviously of 
an extreme situation. But truth could be as 
bad as this or even worse. 

28 Instances of bulk demand have been 
reported for items like sewing machines, 

'electric pump sets, poultry units, beehives, 
plough bullocks and animal drawn carts. 

29 The basis of perception of the beneHciary 
depends on his/her knowledge about the 
market for the particular asset. Certainly 
there wil be an element of subjectivity in 
his/her perception. But the key question is, 
if he/she were to buy the asset with own 
resources how much he/she might have been 
willing to pay for it? It may be a good ap¬ 
proximation of the value he/she assigns to 
the asset. 

30 Not surprisingly, there is hardly an instance 
where the beneficiary reported that the asset 
he got was underpriced or was a bargain. 

31 Even if one gives ^owance for the fact that 
due to various logistic factors, IRDP assets 
in Manipur may cost more than in West 
Bengal or Bihar, it may not have to apply 
to alt assets including the locally produced 
assets. Further, such a problem may be com¬ 
mon to all north-eastern states. But it is seen 
from the figures for other north-eastern 
states that the problem is specific to 
Manipur and hence a matter of curiosity. 

32 In fact there was a progressive increase in 
per crqiita investment under IRDP over the 


Sixth Plan period. The figures were Rs 1,642 
in 1980-81, Rs 2,698 in 1981-82, Rs 3,107 in 
1982-83, Rs 3,201 in 1983-84 and Rs 3,339 
in 1984-85 respectively. Since the reference 
period for concurrent evaluation was from 
July 1983 to August 1984, the relevant 
figures for our purpose are those relating 
to 1983-84 and 1984-83. 

33 The typical examples of such assets are 
milch animals, sheep, goat, bullock, etc, for 
which the short-term supply elasticity is 
comparatively low. 

34 The Uli performance is overshadowed by 
the data horn Arunachal Pradesh, which 
though a UT at the time of the survey had 
II districts out of the 20 districts of all the 
UTs put together and for the survey purpose 
every district was given equal importance. 

33 See note 26 ante. 

36 To a large measure this propensity or lack 
of it depends on the income generating 
ability of the asset, the motivation of the 
beneficiary to be self-employed, his entre- 
preneura! abihties and finally the occurrence 
of contingencies. 

37 The survey has come across a number of 
instances where the beneficiary was only a 
frontman or a beiiami owner. The actual 
custody of the asset was with another per¬ 
son, usually a non-pooi benefactor of the 
poor benami owner. One instance was 
where a well-off farmer acquired a dairy of 
buffaloes using a number of benami bene¬ 
ficiaries who were his attached labourers. 

38 For example, RBI study found that 12 per 
cent assets were missing at the time of the 
survey. 

39 It is worth noting in this connection that 
not all the ‘a.ssets not intact’ cases are totally 
hopeless cases in the sense of generating no 
income at all. A beneficiary might have 
received two cows, one of which might have 
died or he might have sold one. Such a case 
is reported as 'asset not intact’ but the - 
beneficiary may be earning an income from 
the other cow. Similar situations have been 
noticed in the case of many other assets 
also. In fact, this is one of the reasons for 
the finding that as against 29 per cent of 
the sample beneficiaries with “asset not in¬ 
tact” C&ble 5) the percentage of cases where 
no income was generated by the asset was 
only 24 per cent (Ihble 11). 

40. Though as p'er central guidriines, insurance 
of a perishable IRDP asset is a necessary 
part of the package of assistance, in actu^ 
practice only less than half of all the IRDP 
assets have been insured (as per concurrent 
evaluation it was 49 per cent). Even in the 
case of insured assets the loss does not 
necessarily lead to replacement of the asset. 
Even in cases where assets are replaced it 
is a long drawn and time consuming process. 

41 Though the purchase committee normally 
has an expert to determine the quality of 
the asset (veterinary doctor in case of 
animal husbandry units, agricultural expert 
in case of assistance in agriculture etc), not 
infrequently the beneficiary ends up getting 
an asset which is defective in some respect 
or other. 

42 Inadequate income generation could be in 
relation to the value of the asset, the efforts 
put in or even in reiation to expectations. 

43 In actual practice, however, many banks 
obtain surety (land deeds or personal surety) 


even for loan amounts less than Rs 3,000. 
Since openly admitting the violation of 
RBl/NABARD guidelines is difficult, often 
the bankers explain that they took a surety 
as the beneficiaries insisted on the same, an 
incredulous explanation indeed. 

44 The RRBs were set up essentially to meet 
the rural credit requirements in areas where 
commercial banking facilities were inade¬ 
quate. Hence the complementarity between 
the coverage of commercial banks and 
RRBs. 

43 Not all states were reporting the break-up 
of IRDP loan according to commerce 
banks, RRBs and Co-operatives. From the 
data for those states for which break-up is 
available, it is found that the share of co¬ 
operatives has steadily come down from 37 
per cent in 1980-81 to 10 per cent in 1984-83 
and further to 13 per cent in 1983-86. 

46 The concern of the banks in regard to repay¬ 
ment of loan is reflected in an interesting 
way. In many instances the DRDA money 
for subsidy is deposited in the same bank 
branch which releases the loan to the 
beneficiary. In such cases the bank records 
show a loan amount which includes the sub¬ 
sidy component also and an instant repay¬ 
ment of loan to the extent of the subsidy 
amount. 

47 In this context mention may lx: made of the 
fact that in different states different banks 
played the dominant role in financing of 
IRDP. We could not, however, carry out a 
bank-wise analysis of the repayment 
schedule. In fact, it appeared from the 
micro-data that rather than a general policy 
bias of any particular bank in favour of a 
strict or liberal repayment schedule, it was, 
by and large, the bias of the particular bank 
personnel handling the IRDP cases at the 
branch level or regional/sub-regional level 
which determined the repayment schedule 

48 For example the credit co-operatives are 
facing a serious situation on account of 
mounting overdues. During the period 
1961-81, whti; the disbursement of loans in¬ 
creased only 8 times, the overdues increased 
24 times. At the end of June 30, 1984, the 
amount of overdues at the level of primary 
agricultural credit societies was Rs 1,363 
crore as against Rs 937 crore of owned 
funds, 

49 The average IRDP loan amount works 
* out to about Rs 2,000 per behenciary. Since 

the survey was conducted exactly after two 
years of the loan, the amount of overdues 
should not normally exceed two-thirds of 
the loan amount plus interest dues. 

30 In the case of benericiaries, from ’destitute' 
and ’very very poor' category, more often 
IRDP loan is the first ever institutional bor¬ 
rowing they have received. And the general 
experience of programme implementors is 
that if the asset is viable and the repayment 
schedule is realistic they hardly default on 
loan repayments. 

. 31 Quite often it is noted that the asset will take 
months before income geiMration starts. 
But the repayment starts the very next 
month according to the schedule. More 
often. It is the over-enthusiasm of the 
bankers to recover the loan at the earliest 
which creates the overdue situation of this 
type. 

32 Though there is hardly any justification for 
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willful default on the part of the borrower, 
it may be noted in this context that the 
IRDP borrowers are perhaps the poorest of 
the lot of afl institutional borrowers. And 
as such a repayment record of IRDP 
beneficiaries which is not worse than that 
of other borrowers should be taken as a very 
encouraging sign. 

53 An essential question is whether the default 
is willful or not. Though we have not col¬ 
lected information in this respect formally, 
the evidence as indicated by the comments 
of the investigators is that, by and large, 
small amounts of overdues are not deli¬ 
berate Among the larger overdues there are 
two types. The first one is where the 
beneficiaries got a defective asset or one, 
which did not generate enough income to 
make the scheme viable. The other case is 
deliberate default. In such cases usually the 
beneficiary is more articulate, less poor and 
has the backing of some influential 
elements in the local community 

54 Same as the last category tinder note S3. 

55 Even a serious study like that of Rath (See 
note 2 ante) which is quite well aiticuiated 
and well argued oihcrwi.se treated the IRDP 
assistance to beneficiaries who could not 
cross the poverty line as a sheer wastage. Of 
course, crossing poverty line was the avowed 
objective of IRDP as stated in Sixth Plan. 
One should hot, perhaps, 'criticise the 
evaluators if they are faithfully following the 
stated criterion. 

.sh Even the calorie rcquiienient winch con¬ 
stitutes the ba.sis of the official povcily line 
has been a matter of ‘hot coniroversy* for 
the last two decades. Those who believe in 
‘man lives not by bread alone' want the 
poverty line to be much more broad-based 
to include other private consumption as well 
as public services like health, sanitation, 
education and other public utilities. 

57 For families at the low-end of the poverty 
spectrum, even a small incremental income 
may imply a second daily meal or meeting 
some other pressing family need like 
meeting urgent medical expenses or enabl¬ 
ing a child to attend .school rather than earn 
a supplementary income. At very low levels 
of incomes the families are usually extremely 
risk averse and as such a steady income 
from an owned asset will be preferable to 
a higher but unsteady income from some 
other source. 

58 The reference period for the annual income 
from rite asset is the 12 months period 
preceding the survey month. The income is 
estimated following the standard prtKedure 
for estimating net income after accounting 
for ail paid-out costs and imputing values 
to goods and services which are not traded 
or which are bartered at on-going market 
prices. 

39 It is true that most of the IRDP schemes 
involve rather labour intensive activities. 
Even then, as against an economy wide 
ICOR of about 5 for the Sixth Plan, an 
ICOR of i.S for IRDP investment without' 
sufficient empirical basis was too optimistic. 
And a number of evaluation studies con¬ 
ducted during the Sixth Plan have con¬ 
firmed this. 

60 Exceptions apart, in most cases the only 
mttjor change in the economic status of the 
a.ssisted families is due to the IRDP assets. 


It is found that the benefits of even the 
other anti-poverty programmes like NREP 
and RLECP go sparingly to IRDP bene¬ 
ficiaries. The empirical findings suggest that 
the various anti-poverty programmes are of 
a complementary nature rather than the 
same group of poor families getting beneTits 
oii a supplementary basis. 

61 In working out the net increment in family 
income in telatiop to pre-assistance level of 
income, the income from the IRDP asset 
is estimated after netting the loan 
repayments. 

62 The figures arrived at by the national level 
evaluation studies mentioned elsewhere and 
a number of state level and regional level 
evaluation studies ate similar to those given 
in Col (2) of Ihble 13. 

63 One may very well argue that the destitutes 
are to be assisted stage by stage rather than 
by a single dose of targe assistance. This is 
because of their very low level of en¬ 
trepreneurial abilities and the lack of viable 
investment opportunities at their disposal. 

64 A typical example of such biases in opera¬ 
tion is the case of animal husbandry 
schemes for Scheduled 'li'ibe beneficiaries. 
It is well known that piggery products con¬ 
stitute an important item in the diets of the 
ST population in many areas. As such, the 
ST population generally prefers piggery to 
dairying. However, under IRDP, it was 
mostly milch animals rather than piggery 
units, which were offered to ST bene¬ 
ficiaries. 

63 Exclusion of the very poor from the benefits 
of general development programmes ex¬ 
tends even to minimum needs programme 
(MNP) which include a number of social 
consumption items like primary education, 
health services, potable drinking water, etc, 
apart from infrastructural services like rural 
roads and rural electrification. By and large 
the benefis of all these facilities and others 
like sub.sidised inputs and credit for produc¬ 
tion purposes are distributed in rural areas 
in proportion to the existing assets and in¬ 
comes. And only a residual component of 
such public goods and services are available 
for the very poor who do qot have any in¬ 
fluence over rural institutions and the public 
_ functionaries. 

66 The implementation of land ceilings laws 
in various states, over the years has resulted 
in the distribution of surplus area of only 
4.33 million acres (roughly 1.73 million hec¬ 
tares) to 3.38 million benefleiaries. This ac¬ 
counts for a little over one per cent of the 
net cropped land in the country. For details, 
see Annual Report 1985-86, Deptt of Rural 
Development, Ministry of Agriculture, 
Government of India. 

67 See. for example, C T Knrian in Dantwala 
et al (1986) aqd Rath (1985). 

68 Again, see C T Kurian in Dantwala et al 
(1986) for a lucid presentation of this line 
of argumtnt. 

69 According to the guidelines issued in regard 
to block level planning for IRDP which 
should include resource survey, resource 
analysis, family plans, cluner plans, village 
pla.is. block plans, annual plans, ^rspec- 
tive plans and credit plans,* a high tevel of 
planning competence is required at the 
biock/district level. Indeed, virtually the 
services of a fnin^Planning Commission are 


needed at the district level. 

70 See G V K Rao Committee Report (1985). 
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Effective Incentives and Subsidies for 
Cotton Cultivators in India 

Aehok Gulati 

This paper attempts to quantify the degree of distortions in the trade pricing policies with regard to fndian 
seed-cotton (kapas) during the J980s. The region and variety-specific incentive structure of cotton is estimated 
by adopting a standard methodology. Four 'major varieties of cotton dominant in the regions of Maharashtra, 
Gujarat. Punjab and Andhra Pradesh are covered. Broadly the results do not support a policy of protection for 
cotton cultivators in India. 


A technological breakthrough penetrated 
cotton cultivation in the western and 
southern parts of India during late 1960s. 
Hybrid-4 and MCU-5, two high yielding 
varieties of cotton belonging to extra-long 
staple group, were released in 1968-69. It was 
backed by a series of policy incentives. For 
example, in 1970 Cotton Corporation of 
India (CCl) came into existence to provide 
an effective support/procuremenl price to 
cotton cultivators; in 1971-72 Intensive 
Cotton District Programme (ICDP) was 
launched for a wider spread of these im¬ 
proved varieties; Maharashtra came out with 
Monopoly Procurement scheme for cotton 
in an effort to increase the farmer’s share 
in the final price, and so on. The net result 
of this twin-pronged strategy of technolo¬ 
gical breakthrough and incentive policy 
package was the ushering in of the cotton 
revolution in India. A country whi,ch was a 
net importer of raw cotton since indepen¬ 
dence, was talking of net exports by the end 
of 1970s. Today, India is not only surplus 
in raw cotton but also produces one of the 
finest varieties (like Suvin), which can com¬ 
pete with the best (like Oiza-45) in the world. 

However, the government remained some¬ 
what conservative in terms of its policies 
relating to cotton exports. It still continues 
with exporr-quota restrictions, imposition of 
minimum export price (MEP), shipment 
time of 90 days, etc. Presumably, this 
relatively restrictive policy regime with 
respect to the export market is followed to 
hold the prices of raw cotton low for textile 
mills. This is to enable them in getting their 
basic raw material cheap, add value to that 
and then either (a) supply manufactured 
cloth to domestic consumers at cheap rates 
or (b) export the cloth and earn foreign ex¬ 
change.' However, the widening gap bet¬ 
ween the prices of raw cotton and manufac¬ 
tured cloth indicates that productivity gains 
of technological breakthrough in cotton 
have not percolated down to the consumers. 
These gains are siphoned-off by the mill 
owners. And in the second case, i e, when 
textile mills export manufactured cloth by 
procuring cheaper raw material from 
farmers, again it amounts to transfer of pro¬ 
ductivity gains from the cotton cultivators 
to the capitalists. In either case, there is a 
looming danger of deceleration in the fur¬ 
ther spread of cotton revolution, if not of 
its premature death. If that happens, it 
would be the most unfortunate thing not 


only for the cotton cultivators of this coun¬ 
try but for the society at large, every member 
of which is a consumer of cotton. 

This paper is a modest attempt to quan¬ 
tify the degree of distortions In the trade and 
pricing policies with regard to Indian seed- 
cotton (kapas) during the l9R0s. It estimates 
the region and v-.riety-specific incentive 
structure of cotton by adopting a standard 
methodology in this respect.^ The incen¬ 
tives to cultivators arc defined in terms of 
Effective Rates of Protection, which take 
care of the pricing of output and inputs, 
including any subsidies or taxes thereon. 
More precisely, the study estimates three dif¬ 
ferent variants of protection coefficients— 
Nominal Protection Coefficients (NPCs), 
Effective Protection CoefFicients (Ercs) and 
Effective Subsidy Coefficients (ESCs), under 
importable and exportable hypotheses. It 
covers four major varieties of cotton domi¬ 
nant in different regions; Hybrid-4 of Maha¬ 
rashtra, Shankar 4/6 of Cujarat, J-34/320F/ 
Punjab American of Punjab and MCU-5 of 
Andhra Pradesh. The results broadly 
indicate a situation of anti-protection for the 
cotton cultivators of India. The degree of 
anti-protection is greater in case of extra- 
long staple cotton (like MCU-5 being grown 
in Andhra Pradesh) than in case of other 
varieties in the north-west or western India. 

Section I of this paper presents an intro¬ 
ductory note of different aspects of Indian 
cotton economy. Section II estimates region- 
specific NPCs for different varieties of 
cotton. NPCs of tradeable inputs are 
discussed in section III and EPCs of cotton 
in section IV. Section V adjusts subsidies on 
non-tradeable inputs and derives ESCs. 
Finally, section VI contains some concluding 
observations as also the future outlook of 
effective incentives for Indian cotton 
cultivators. 

1 

Background of Cotton Economy 

In the world cotton hierarchy, India ranks 
first in area (24.8 per cent), fourth in produc¬ 
tion (9.3 per cent) and sixty-eighth in yield 
(37.5 per cent of world yield) out of about 
78 countries that grow cotton.^ In 1982-83, 
India’s share in world cotton exports was a 
mere 2.9 per cent, while in carryover stocks 
was about 10 per cent. 

Historically, India has been an exporter 


of raw cotton to the world. As early as 1800 
AD, India exported ISO thousand bales.* 
During the 19th century cotton cultivation 
in India expanded rapidly and (“covered 
almost 6 million hectares of land at the dawn 
of the twentieth century, yielding more than 
3 million bales of cotton lint. And though 
home con.sumption was rising, still about 
two-thirds of the production sought export 
outlets"’ Swadeshi movement during early 
years of the 20th century further helped cot¬ 
ton cultivation and by the end of 1920s cot¬ 
ton covered an area of 10 million hectares 
producin^5.5 million bales, of which almost 
two-ihird.s was exported. The outbreak of 
Second World War affected adversely India’s 
cotton exports. But the final blow came from 
partition of the country in 1947 when “more 
than 25 per cent of the cotton acreage (that 
covered the better part of the undivided In¬ 
dia’s cotton land) and nearly 40 per cent of 
the cotton production (most of which of 
long and medium staple varieties) was lost 
to Pakistan, India was left with over 98 per 
cent of the cotton textile industry’’.* This 
single event converted India into a net im¬ 
porter of cotton overnight. During 1951-52 
to 1977-78 India imported, on an average, 
655 thousand bales against her average 
annual exports of 255 thousand bales. 
Although Indiali cotton experienced techno¬ 
logical breakthrough in 1968-69 with the 
release of Hybrid-4 and MCU-5 varieties, its 
real impact on exports was felt in late seven¬ 
ties especially from 1978-79 onwards. During 
1978-79 to 1984-85, India exported cotton 
to the tune of 441 thousand bsdes per annum 
(average), against average imports of about 
11 thou.sand bales per annum.^ In October 
1986, long-term cotton export policy was 
announced under which the government 
planned to export 600 thousand bales 
annually for three years beginning from 
1986-87 (September-August). But it appears 
that in the very first year, the government 
may not honour its own commitment as it 
has not released the last instalment of export 
quota amounting to 93 thousand bales.' 

I'he trading in cotton, both domestic and 
international, is subject to several govern¬ 
ment interventions. For example, the govern¬ 
ment not only impo.scs quota restrictions on 
the exports of cotton but also stipulates the 
minimum export price (MEP). Interestingly, 
the government releases the export quota in 
instalments over the cotton-year, it also 
allocates the released quota amongst various 
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exporting agencies like the Cotton Corpora¬ 
tion of India (CCI), Maharashtra State 
Cooperative Cotton Growers Marketing 
Federation (MSCCGMF), Gujarat State 
Cooperative Cotton Federation (OSCCF), 
private trade, etc. For about a decade, the 
private trade was not granted export quota 
of long staple cotton. It was only in February 
1986, facing a glut situation in the domestic 
market and in response to the repeated 
demand of the private trade, that the govern¬ 
ment allowed the trade to participate in the 
exports of long staple cotton subject to 
minimum export prices fixed by the textile 
commissioner, bank guarantee at the rate of 
Rs 250 per bale and a time limit of 90 days 
for shipment.* On the import front, the 
government canalises imports of cotton 
through its agency, namely CCI. 

In the domestic cotton market, govern¬ 
ment intervention starts with the fixation of 
support prices for seed-cotton'* followed by 
its procurement either in the open marfc^ 
through Cotton Corporation of India or on 
monopoly procurement basis as in Maha¬ 
rashtra." The government also processes 
raw cotton into lint and distributes to many 
textile mills, especially those owned by 
National Ibxtile Corporation. The degree of 
state intervention in the domestic market is 
about 30 per cent and in the export market 
exceeds 80 per cent. 

There are no zoning/movement restric¬ 
tions in cotton marketing. But futures 
trading was not permitted since 1966-67, 
despite favourable recommendations of the 
two expert committees on the subject headed 
by M L Dantwala in 1966 and A M Khusro 
in 1981,'^ as also against a comfortable 
supply situation during the 1980s.This is 
because the government always considered 
futures trading as a speculative activity 
which did not serve any worthwhile cause 
either of the farmers or consumers. Non- 
transferable specific delivery contracts, 
however, were allowed with the concurrence 
of the rorward markets commission. The 
duration of delivery period was restricted to 
a maximum of three months from the date 
of signing the contract. The cotton textile 
mills also face restrictions regarding the 
quantum of cotton (lint) stocks they can 
keep. This inventory limit used to vary bet¬ 
ween one to three months* consumption of 
mills in different regions of India due to dif¬ 
ferentials in their proximity to miyor whole¬ 
sale cotton markets. But on January 17,1986 
in view of the comfortable supply position, 
the textile commissioner rais^ the stock 
limit of cotton lint by mills to their six 
months average consumption for ail the 
mills.'* Cotton textile mills as well as trade 
had been subjected to selective credit con¬ 
trol by Reserve Bank^Jndia since 1965-66, 
with minor modififii^s in different years. 
It isjonly in ^ statement of April 
V IM^MhmoCttHi^Mlieed-cotton (kapas)are 
exem ptggt^w ^Cthc operation of selective 

Oi^jjPfetfnction front, cotton accounts 
for cent of India’s gross crop- 

pe^B^onich is the highest amongst all 


cash crops. It follows major cereals like rice 
(22.2 pa cent), wheat (13.7 per .cent), jowar 
(9.5 per cent) and bajra (6.3 per cent).'* The 
total area under cotton has marginally 
declined over the last three decades from 
8.09 million hectares in 1955-56 to 7.44 
million hectares in 1984-85. Nevertheless, 
production increased from 4.18 million bales 
(of 170 kg each) to 8.46 million bales over 
the same period (official statistics). This 
speaks of a significant rise in productivity 
over the specified period. 

Across different states in India. Maha¬ 
rashtra accounts for 35.8 per cent of all India 
cotton area but contributes only 16.7 per 
cent to all India cotton production, primarily 
because of a yield (79 kgs/ha) which is less 
than half of all India average cotton yield 
(185 kgs/ha). On the other hand, Gujarat 
aorounts for 18.5 per cent of cotton area and 
contributes 21.7 per cent to all India cotton 
production. Andhra Pradesh is next in its 
contribution to ali India cotton production 
(13.8 per cent), very closely followed by 
Punjab (13.3 per cent)." A remarkable 
feature of Andhra’s cotton economy is a 
phenomenal rate of growth in cotton pro¬ 
duction (14.5 per cent) during 1967-68 to 
1985-86 primarily supported by increasing 
yields (10.8 per cent pa)'* resulting from 
technological breakthrough in extra-long 
cotton. 

Much of cotton area in India is unirriga¬ 
ted (70.5 per cent) with Punjab and Haryana 
having irrigated cotton area as high as 97.5 
per cent, and Maharashtra only 4.7 per cent. 

India produces a wide range of cotton 
varieties, which are grouped into five 
categories oq the basis of their staple length. 
These are : (a) short staple (below 19 mm); 

(b) medium staple (20 mm to 21.5 mm); 

(c) superior medium staple (22 mm to 
24 mm); (d) long staple (24.5 mm to 26 mm) 
and (e) superior long staple (above 27 mm). 
The north-western belt of India comprising 
of Puqjab, Haryana and Rajasthan specia¬ 
lises mainly in short and medium staple 
varieties, while southern and western parts 
of India produce basically long and supoior 
long staple varieties.'* 

Staptewise production and consumption 
pattern of cotton for the 1980s prc.sented in 
Annexure 1. Although the production and 
consumption figures are not strictly com¬ 
parable as they are culled out from different 
sources, yet one can observe the changes in 
the trend over time. Combining short and 
medium staple in one category, which has 
low counts and is used for making inferior 
cloth or handioom, one finds that produc¬ 
tion has been lagging behind consumption. 
On th( other hand, if one aggregates 
superlOT medium, long and superior long, 
one discovers a scenario of relative surplus. 
The government has been trying to overcome 
this varietal imbalance in demand-supply. 
For ecample, on June 25, 1982, the govern¬ 
ment readjusted exci.se duty in a way such 
that the mill sector is induced to spin more 
of superior medium and long staple, as well 
as to avoid underspinning.^* 

An interesting aspect of Indian cotton 


production statistics is that the ofHcial 
estimates differ significantly from tluMc 
prepared by the trade, due to differences in 
the methodology adopted. There has been 
a systematic undoestimation of government 
statistics ranging from 6.6 per cent to 24.3 
per cent during I980s.^' Curiously enough, 
the seventh plan (1985-90) assumed a base 
level production of 7.5 million bales in 
1984-85 and kept a target of 9.5 n&llion bales 
in 1989-90, giving a compound annual 
growth rate of 4.8 per cent.** But in 1984-85 
the actual production of cotton (as pet. 
official statistics) turned out to be 8.5 million 
bales, while the trade statistics, which is 
often considered more reliable, reveals that 
in 1984-85 the cotton production was 10.15 
million bales and rose to 10.70 million bales 
in 1985-86. These figures far exceed the 
target of the seventh plan set at 9.5 million 
bales in 1989-90. 

II 

Nominal Protection Coefficienta 
of Seed-Cotton ikapas) 

NPC is defined as the ratio of domestic 
price to its international reference price of 
the relevant commodity. NPCs of seed- 
cotton are calculated under two alternative 
hypotheses: (a) when foreign cotton is a 
substitute of domestic cotton and the two 
compete at Bombay (importable hypothesis) 
and (b) when domestic cotton is an export¬ 
able commodity and competes with foreign 
cotton at some foreign land, say Japan 
(exportable hypothesis). 

Before proceeding on to the estimation of 
NPCs of seed-cotton, a few problematic 
points may be spelt out. First, it is not the 
seed-cotton as such which is imported or 
exported, rather international trade is 
primarily in cotton lint and sometimes in 
cottonseeds, but separately. Thus, seed- 
cotton happens to be a joint product and, 
therefore, estimating its NPCs amounts to 
the calculation of NPCs of cotton lint and 
seeds both. 

Second, and perhaps more basic problem 
lies in choosing appropriate variAies of 
cotton from domestic and international 
markets so that the principle of Tike is com¬ 
pared with the Uke^ is upheld. This is no easy 
task. From domestic market four varieties 
are selected which belong to differait staple 
length groups and are quite dominant in the 
important cotton growing tracts of India. 
J-34/320F with a staple length ranging bet¬ 
ween 22 mm to 23 mm is selected from the 
north (Punjab-Haryana tract); Hybrid-4 
(26 mm to 28 mm) from Maharashtra; 
Shankar 4/6 (29 mm to 31 mm) from 
Gujarat and MCU-5 (32 mm to 34 mm) 
from Andhra IHadesh. While Punjab 
American (J-34/320F) belongs to the 
superior metUum group by Indian standards, 
the othqr varieties fall in the superior long 
staple group (above 27 mm). However, as per 
international classification, J-34/320F 
would belong to medium staple group, H-4 
to medium long staple group and S-4/6 and 
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MCU-S to long staple group. Which foreign 
cotton vturieties are comparable to the four 
Indian varieties cited above? East India 
Cotton Association (EICA), which is the 
biggest cotton association of traders in 
India, brought out a reference guide on this 
subject.^* As per this guide, MCU-5 
(superior) being widely grown in Andhr^ 
Pradesh and Thmil Nadu, having staple 
length between 32 mm to 34 mm, micronaire 
3.0 to 3.S and spinning counts 50$ to 60s is 
compared to Giza 69/67 and Sudan 6& 
Depending upon the availability of price 
series in the international market, Giza 
67/69/81 is selected for comparison with 
MCU-5.“ EICA guide compares Shankar-4 
(superior) which has staple length of 29 to 
31 mm, micronaire 3.8 to 4.2 and spinning 
counts 44s to 60s with California Ac^a SJV, 
Elpaso and Colombia Acala. In this study 
Shankar-4 is compard with California 1-1 /S' 
being quoted in Liverpool. On the other 
hand, H-4 (average) with staple length 26 to 
28 mm, micronaire 3.1 to 3.9 and spinning 
counts 34$ and 44$ is compared with 
Mexican cotton as appearing in Liverpool 
quotations. Finally, J-34/320F/Punjab 
American with staple length of 22 mm to 
23 mm, micronaire between 3.5 and 4.3 and 
spinning counts of 24$ to 28s, is compared 
with Orleans/Texas (1”) middling. 

Having sorted out the basic issues relating 
to joint product nature and varietal com¬ 
parability of cotton, estimation of its NPCs 
becomes relatively easier. For this purpose, 
the first requirement is the calculation of 
reference prices of relevant foreign cotton 
under importable and- exportable hypo¬ 
theses. These are derived as follows; Cotton 
Outlook (Liverpool Publication) contains cif 
(Liverpool) prices for various internatioruilly 
signiHcant varieties of cotton. In compar¬ 
ing' Shankar-4 with California, H-4 with 
Mexican and J-34/320F with Orleans/Texas 
d") middling, the maritime freight from 
North Europe to US south-west coast is 
deducted and the freight from US south-west 
coast to India (Bombay) is added in the cif 
(Liverpool) prices of foreign cottons.^’ This 
provides the cif (Bombay) price of the 
relevant foreign cottons for the speciHc 
months that correspond to peak marketing 
periods of comparable Indian growths.^ 
Similar information is obtained for cotton¬ 
seeds.^^ The cif price of a quintal of rele¬ 
vant foreign cotton lint is added to the cif 
price of 190.3 kg of cottonseeds. From the 
resulting value we deduct the domestic 
processiiig costs, marketing costs and 
tradings margins^' incurred in transacting 
294 kg of seed-cotton (kapas) in terms of 
equivalent lint and cottonseed. 

The assumption underlying this calcula¬ 
tion is that of 34 per cent ginning percen¬ 
tage and loss of 1.3 per cent which happens 
invariably due to wastage during ginning and 
pressing process, and moisture loss.^* The 
Figure resulting therefrom is the reference 
price of 294 kg of seed-cotton (kapas) of the 
relevant variety, under importable hypo¬ 
thesis. Dividing the domestic wholesale 


prices of seedcotton (of different varieties 
in different states)^ by the reference prices 
of comparable foreign growths, one obtains 
the NPCs of seed-cotton under importable 
hypothesis (Ikble 1). 

Almost a similar exercise is performed 
under exportable hypothesis with a minor 
change with regard to the adjustment of 
maritime freight. This is because under the 
exportable hypothesis, the underlying 
assumpiion is that the Indian cotton com¬ 
petes with foreign cotton at some foreign 
land (Japan) while under importable hypo¬ 
thesis the two cottons compete at Bombay. 
Thus the reference price under exportable 
liypothesis equals cif price of foreign cotton 
in Japan minus rmuitime freight from Japan 
to India minus domestic processing costs, 
marketing costs and trading margins. 
Dividing the domestic prices of seed-cotton 
(kapas) by the derived reference prices, we 
obtain NPCs of seed-cotton (region and 
variety-specific) under exportable hypothesis 
flhblc 2). 

The resulting set of NPCs (Tkbles 1 and 
2) indicate an overall situation of anti¬ 
protection to Indian cottons. This is true 
both under importable and exportable hypo¬ 
theses. The degree of anti-protection is 
greater in case of extra-long staple cottons 
like MCU-5 being grown in the southern belt, 
followed by J-34/320F/Punjab American of 
the north and then H-4 and S-4/6 of western 
parts of India. During 1981-82, there was 
marginal protection in the three varieties, 
except MCU-5, under importable hypo¬ 
thesis. However, the disprotection of MCU-5 
swamped over the marginal protection to¬ 


other varieties, making overall scenario as 
that of anti-proteaion even in 1981-82. 
Under exportable hypothesis the net result 
emerges to be that of positive protection for 
1981-82 but remains negative for other years. 
The Five yearly (1980-81 to 1984-85) average 
NPCs for Maharashtra, Gujarat and Pui)jab 
exhibit positive protection under exportable 
hypothesis. But when Andhra Pradesh is 
clubbed with the other three states, the 
weighted average NPC moves below unity 
(0.95), indicating anti-protection scenario for 
cotton cultivators under exportable 
hypothesis^ also. 

The estimates of NPCs in Ihble 1, view¬ 
ed from another angle, also suggest that In¬ 
dian cottons are efficient import substitutes. 
The degree of efficiency is highest in case 
of MCU-5 of Andhra I^adesh followed by 
J-34 of Punjab and then H-4 and S-4,of 
Maharashtra and Gujarat. From the point 
of view of exports, however, it is mainly 
MCU-5 which is cfFicient (Ihble 2) having 
NPC of 0.70 (average of 1980-81 to 1984-85). 
The NPCs of other varieties being greater 
than unity indicate their relatively weak 
competitive strength in the export market. 
Nevertheless, if one accounts for over¬ 
valuation of exchange rate to the tune of 20 
per cent,^^ all these cotton varieties become 
efficient exportable commodities. 

Ill 

Nominal Protection Cocfficienta of 
Tradeable Inputs 

Ideally, detailed information on variety 
and region-specific cost structures of dif- 


Tabi.f 1; Nominai Protlction Cofjticients or SEED-CemoN (Kapas) (Importable Hypothesis) 


State 

Cotton 

1980-81 

1981-82 

Years 

1982-83 

1933-84 

1984-85 

Average 

1 Maharashtra 

Hybrid-4 

0.95 

1.06 

0.95 

0.86 

0.86 

0.94 



(0.18) 

(0.18) 

(Q.21) 

(0.13) 

(0.19) 

(0.18) 

2 Gujarat 

Shankar-4 

I.OI 

1.10 

0.95 

" 0.85 

0.83 

0.95 



(0.19) 

(0.19) 

(0.15) 

(0.17) 

(0.24) 

(0.19) 

3 Punjab 

J-34 

0.75 

1.14 

0.90 

0.76 

0.89 

0.89 



(0.30) 

(0.30) 

(0.33) 

(0.27) 

(0.30) 

(0.30) 

4 Andhra Pradesh 

MCU-5 

0.72 

0.75 

0.75 

0.60 

0.50 

0.66 



(0.33) 

(0.33) 

(0.31) 

(0.43) 

(0.27) 

(0.33) 

5 Wsighted average 


0.83 

0.99 

0.87 

0.72 

0.76 

0.83 


Note: Figures liF'parentheses are the variety and region-specific value weights at international 
reference prices.^' 


Table 2; Nominal Protection CdtmciENTS or Seed-Cotton (Kapas) (Exportable Hypothesis) 


State 

Cotton 

Variety 



Years 



Average 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1 Maharashtra 

Hybrld-4 

1.14 

1.36 

1.08 

0.97 

0.98 

1.11 



(0.17) 

(0.17) 

*(0.21) 

(0.13) 

(0.19) 

(0.17) 

2 Gujarat 

Shankar-4 

1.23 

1.38 

1.08 

0.95 

0.95 

1.12 



(0.19) 

(0.19) 

(0.15) 

(0.17) 

(0.23) 

(0.19) 

3 Punjab 

J-34 

0.90 

1.47 

1.07 

0.86 

1.04 

1.07 



(0.28) 

(0.28) 

(0.31) 

(0.25) 

(0.28) 

(0.28) 

4 Andhra Pradesh 

MCU-5 

0.77 

0.80 

0.78 

0.62 

0.52 

0.70 



(0.36) 

(0.36) 

(0.3J) 

(0.45) 

(0.30) 

(0.36) 

5 Weighted average 


0.96 

1.19 

0.98 

0.78 

0.85 

0.95 


Note: Figures in parentheses are the variety and region-specific value weights at international 
reference prices.’’ 
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3.3 million tons of 
additional food grain 

Zujri Agm, with an annual produtlion of 
over (),f)0,()()() Ions of fertilisers, helps to meet the 
ftjorl n'(|uitefnenfs of India's vast population. 

1 op-ciuality fertilisers that load to int reased 
pioductivity and prosfierity. 

Zuari Atjro's )ai Kisaan fertilisers help to 
j)rodu( e 1. J million tons of additional food 
grains annually. 

Zuari Agro's jai Kisaan fertilisers — the 
name that farmers trust. 1 he name that is th(? 
nation's [iride. 
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ferent cottons in india-for the 1980s would 
be required for the proper estimation of 
NPCs of their tradeable inputs. Not only 
this, but separate details on the cost 
behaviour of mechanised/non-mechanised, 
irrigated/non-irrigated .and large/small 
farms would be of great interest in this direc¬ 
tion. However, the directorate of economics 
and statistics (ministry of agriculture), which 
collects cost data under its Comprehensive 
Scheme for the Study of Cost of Cultiva¬ 
tion .of principal Crops in India, provides 
cost structure of cotton’ as such for certain 
selected states. Differences relating to variety, 
technology, irrigation and farm size, etc, are 
all ignored. Such an aggregative co.st data, 
perhaps, can be used where only one cot¬ 
ton variety (and one^technique) dominates 
in the entire state so that cost structure of 
‘cotton’ automatically tends to be relatively 
homogeneous in nature. This type of obser¬ 
vation might be true only in case of Punjab 
where J-34/320F/Punjab American (having 
similar characteristics) overwhelmingly 
dominate the cotton economy. Accordingly, 
cost structure of ‘cotton’ as estimated by the 
directorate of economres and statistics, and 
averaged over three years (1981-82 to 
1983-84), is picked up in this study as the 
cost structure of J-34/320F cotton in 
Punjab. But this type of broad assumption 
cannot be relied upon in case of other states 
(Gujarat, Maharashtra and Andhra Pradesh) 
as no one variety is exceedingly dominant 
in the cotton economies of these states (as 
J-34/320F is in Punjab). This limitation 
poses a serious constraint on our exercise. 
Looking for an alternative, however, it was 
discovered that the Agricultural Prices Com¬ 
mission carried out an exercise with the cost 
data obtained by directorate of economics 
and statistics under its comprehensive 
scheme to work out the variety-specific cost 
structures for Maharashtra and Andhra 
Pradesh during the mid and late seventies. 
Although, these cost structures cannot be 
taken as fully representative of the 1980$, yet 
as a second best solution they are used in 
this study. Since the input structures normal¬ 
ly do not undergo any dramatic change 
unle.ss the production process witnesses a 
significant technological change or relative 
input prices exhibit great distortions (none 
of which occurred during the late 1970s or 
early 1980s), it is‘expected that the margin 
of error in approximating 1970s, cost struc¬ 
tures to 1980s would be less than that in 
using overall ‘cotton’ cost structure for any 
specific cotton variety in the i980s. Accord¬ 
ingly, three yearly average (1975-76 to 
1977-78) of cost structure of MCU-5 in 
Andhra Pradesh, and two yearly average 
(1976-77 and 1977-78) of H-4 in Maha¬ 
rashtra are used as their respective cost struc¬ 
tures for the 1980s. Exact valuation of dif¬ 
ferent. inputs for the 1980$ is done by 
multiplying their 1970s values with their 
respe^ive price indices. Yields are assumed 
to grow at the same rate at which overall ‘cot¬ 
ton’ yields have grown in the respective state 
during 1967-68 to 1985-86. For Gujarat, cost 
structure of M-4 (three yearly' average of 


1974-75 to 1976-77) as estimated by Patel 
and Pandey [1978], is approximated for 
Shankar 4/6 for the 1980s. 

The variety and region-specinc cost struc¬ 
tures of cotton (Annexure 2) with all their 
limitations, reveal that the major tradeable 
inputs are plant protection chemicals (insec¬ 
ticides and pesticides), fertilisers, farm 
machinery (machine labour) and seeds. The 
NPCs of these tradeable inputs are estimated 
as follow.^: in case of plant protection 
chemicals, it may be noted that one of the 
major diseases from which cotton cultiva¬ 
tion has to be protected is that of pink 
boll worm and/or spotted boll worms. This 
is a major pest widely distributed over the 
country. IHile or pink coloured caterpillars 
damage squares, bolls and cotton seeds. It 
leads to premature shedding of squares and 
bolls. The damaged seed-cotton (kapas) 
gives lower ginning percentage, lower oil 
extraction and inferior spinning quality. 
Important insectir'.dcs to control this pest 
are: Carbaryl, Eudosulfan, Phosalone and 
Monocrotophos.’’ A weighted average 
NPC of Endosulfan, Pho.salone and Mono- 
crotophos is derived for 1983-84 on the basis 
of whatever scanty information could be 
gathered. The NPC turns out to be 2.7, 
which is utilised in this study for 1980-81 to 
1984-1985.For esiiinating NPCs of fer¬ 
tilisers, exercise is carried out only for urea 
(46 per cent nitrogen). Its cif price is ad¬ 
justed to take care of the charges that the 
government had been paying to pool handl¬ 
ing agencies for handling the imported ferti¬ 
liser from port to the farmgate. The resulting 
figures are the reference prices of urea. 
Dividing the domestic prices of urea by the 
reference prices, we obtained NPCs of urea 
as 0.86,0.87, 1.04,0.98 and 0.71 for the years 
1980-81 to 1984-85, respectively.” Farm 
machinery (machine labour) is approxi¬ 
mated by tractors only, as this is the most 
dominant machinery on mechanised farms. 
In the absence of any cif price of tractors 
in India and also due to several distortions 
in the world market of tractors, we have used 
fob price of tractors exported from India 
during 1985-86 (IH-444 of 45 HP. fob price 
R$ 69,2801. This is adjusted by deducting an 
average internal transport cost (from 


Bombay port to the farmer point in north 
India) of Rs 1,500. To this is added the 
dealer’s margin of 3,850, which gives the 
reference price of tractor in north India as 
Rs 71,630. The domestic retail price of this 
tractor as being paid by the farmer was 
Rs 90,085. This gives the NPC as 1.26 
( -90,085/71,630),” which is used in this 
study, NPCs of cottonseed are estimated by 
dividing its domestic prices (as received by 
(MSCrCGMF) with its reference prices (as 
derived in section I above). 

Once NPCs of different tradeable inputs 
are obtained, their weighted NPCs are 
estimated by attaching value weights to the 
NPCs of individual tradeable inputs. The 
value weights for different tradeable inputs 
arc calculated as the share of each such input 
in the domestic selling price of the relevant 
secd-cotton (kapas) variety, averaged over 
the period 1981-82 to 1983-84. Since the 
input cost structures for different cotton 
varieties in different states (Annexure 2) 
differ significantly and since the domestic 
selling prices of relevant seed-cotton varieties 
also differ, the resulting weights make NPCs 
of all tradeable inputs (together) significant¬ 
ly different across states. For example, while 
Maharashtra has an average (1980-81 to 
1984-85) NPC of 1.35, Andhra Pradesh 
exhibits an NPC as high as 2.01 closely 
followed by Gujarat (2.{K)) (Table 3). This is 
because both in Gujarat and Andhra 
Pradesh, expenditure on plant protection 
chemicals (insecticides) is very highrand this 
input has the highest protection coefficient 
too. Higher expenditure on in.secticides is 
incurred presumably due to quite frequent 
pest attacks on cotton of these regions due 
to the very agro-climatic reasons. This raises 
the overall share of tradeable inputs in 
domestic price of .seed-cotton in these two 
states (Gujarat and Andhra Pradesh) much 
higher than in other states. 

* IV 

Effective Protection Coefficients 
(EPCsj 

EPC IS defined as the ratio between value 
added at domestic prices to value added at 


Tabi-F 3: NPCs of ai l Tradfabi e Ini-ij is oi Cotton (Reoion ano Variety-Sfictfu ) 



Mahatashtra 

Gujarat 

Punjab 

Andhra 

Pradesh 

Four States 
Combined 

Cotton variety 

H-4 

S-4/6 

J-34/320F 

MCU-5 


NPCs 1980-81 

1.30 

1 97 

1.52 

1.99 

1.81 

1981-82 

1.37 

2.00 

1.54 

2.01 

1.84 

1982-83 

1.55 

2.08 

1.62 

2.09 

1.93 

1983-84 

1.35 

2.01 

1.5.‘! 

2.02 

1 84 

1984-85 

'1.20 

1.92 

1.46 

1 94 

1 75 

Average 

1.35 

2.00 

l..‘:4 

2 01 

1.83 

Share of all tradeable 
inputs* in the domestic 
selling price of the 
specific seed-cotton 
(per cent) 

(Average 1981-82 to 
1983-84) 

9.34 

44.86 

22.45 

21.71 

24 59 

* tradeable inputs are farm machinery. 

fertilisers. 

insecticides and seeds. 
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world prices (reference prices). If one has 
already estimated NPCs of output and its 
tradeable inputs, EPCs can be calculated by 
applying the following relationship, 
po _ Tl'* 


Where. NPC. NPC. 

P',^ Domestic price of output (seed- 

cotton). 

TP Value of tradeable inputs 

measured in domestic prices. 
NPC| Nominal Piotection Coefficient 

of output. 

NPCj Nominal Protection Coefficient 

of the tradeable inputs (all 
combined) 

EPC,, Effective Protection Coelficient 

of output. 

It may be noted that NPC^, is different 
under importable and exportable hvpo- 
thcscs, and accordingly use of the above 
equation renders different estimates of EPCs 
under the two hypotheses (lahics 4 and 5). 

It is interesting to observe that, on an 
average, the El’f's tui ii out to be lower than 
NPCs for the telcvaiit cotton varieties in dif¬ 
ferent slates. Tlii.s happens primarily bccau.se 
NPC 11 is greater than NPCs of. output. 
Regional tind varietal dispersion of average 
EPCs. both under importable and export¬ 
able hypotheses, is greater ifitm the temporal 
dispersion, l-'or e.xample. average (1980-81 to 
1984-85) EPCs under importable hypothesis 
lange between 0.56 for .Andhra Pradesh 
(MCU-5) to 0.91 lot Maharashtra (H-4), 


while temporally the weighted average EPCs 
(of four regions and four varieties) spread 
between 0.60 in 1983-84 to 0.87 in 1981-82 
(Table 4). A similar pattern emerges under 
exportable hypothesis (Thble 5). One simple 
implication of such results would be that the 
incentive structure in cotton differs more 
significantly across varieties and regions, 
than over time. This presumably would be 
indicative of greater degree of distortion in 
the variety-wise pricing of cotton in India. 

V 

Kfffctive Subsidy Coefficients 
(ESCsi 

Variety and region-specific ESCs of 
cotton aic estimated by adjusting I'.PCs as 


follows: 

P'o 

TP -E S 


ESt„ 

■j.i) 

TP 

.. (2) 

Where 

NPC 

NPC, 



ESC,, Efiective Subsidy Coefficient of 
output (seed-cotton) 

S Sum of all the subsidies on non- 

tradeablc inputs namely electricity, 
credit and irrigation (canal). 

Electricity subsidy per unit is defined as 
the difference between its cost of operation 
and tariff revenue received from agriculture 
(statewise).^^ It is multiplied by approx¬ 
imate electricity consumption per hectare of 
cotton cultivation.'" The resulting figure 
provides electricity subsidy per hectare of 
cotton. Dividing it by the variety .specific 


I Mil 1 4. Ei I n iivi- Pkoim iioN Con'-ii'ir.Nis ot Cot ion (Imixikisbie: Hypoihesis) 


Slate 

Colton 



Years 



Aveiagc 


Varietv 


19«l-«'2 

1982-83 

1983-84' 

1984-85 


1 .Maharavhti .-I 

M 4 

0.92 

1.04 

0.91 

0 8.1 

0.84 

0.91 



(0 18) 

(0.18) 

(0.21) 

(0.11) 

(0.19) 

(0,18) 

2 Guiiiral 

S-4/6 

0.72 

0.80 

0.66 

0 58 

0.57 

0.67 



(0 19) 

(0 19) 

(0.15) 

(0.17) 

(0.24) 

(0.19) 

} Punjab 

J-34/.t2()F 

0 65 

1.06 

0.80 

0.66 

0.80 

0 79 



(0 30) 

(0.30) 

(0.3.5) 

(0.27) 

(0..10) 

(0.30) 

4 Andhia Pradesh 

MCl)-5 

0.61 

0.64 

0.64 

0.50 

0.41 

0.56 



(0.33) 

(0.33) 

(0.31) 

(0.43) 

(0.27) 

(0..13) 

5 Weighted average 


0.70 

0.87 

0.75 

0.60 

0.65 

0.71 


- •- 

Note: Figiiies in parentheses are the variety and legion-spccific value weighl.s at international 
reference prices 

1 \Bi t 5; Errn iivl Protfi iion CorinciiNTSot Coi roN (Expokiahil Hspophisis) 


Stale 

Cotton 



Years 



Average 


Variety 

1980-81 

1981-82 

1982-83 

198.1-84 

1984-85 


1 Mahaiashtra 

H-4 

1.03 

1.36 

1.05 

0.94 

0.96 

1.07 



(0 17) 

(0.17) 

(0.21) 

(0.13) 

(0,19) 

(0.17) 

2 (iiijarat 

S-4 

0.94 

I.IO 

0.78 

0.66 

0.67 

0.8.3 



(0 19) 

{0 19) 

(0.15) 

(0.17) 

(0.23) 

(0.19) 

3 Punjab 

,1 .14/32()F 

0.80 

1.45 

0,97 

0.76 

0.96 

0.99 



(0.28) 

(0 28) 

(0.31) 

(0.25) 

(0.28) 

(0.2?) 

4 Andhra Pradesh 

MCU-5 

0.66 

0.69 

066 

0 52 

0.43 

0.59 



(0.36) 

(0.16) 

(0.33) 

(0.45) 

(0.30) 

(0.36) 

5 Weighted average 


0.81 

1.09 

0 86 

0.66 

0,73 

0.83 


Note: Figures in parentheses are 
reference prices. 


the variety and icgioii-specilir value weights at international 


projected yields of cotton in different states, 
one obtains electricity subsidy on seed- 
cotton (per quintal basis. Table 6). 

Credit subsidy basically comprise of (a) 
interest subsidy and (b) default subsidy. 
Interest subsidy is e.stimated as the diffovnee 
between weighted rate of interest charged by 
financial institutions from agriculture and 
from retail trade, which is 4.5 per cent.'* 
Default subsidy, on the other hand, is 
calculated as 40 per cent of the overducs 
having default history of more than three 
years.''® Dividing the total of interest and 
default subsidy by the gross cropped area 
under all crop.s, one gets credit subsidy on 
per hectare basis. In the absence of any crop- 
specific information on credit and defaults, 
the credit subsidy for all crops (as derived 
above) is assumed to apply for cotton also. 
Further, dividing this per hectare credit sub¬ 
sidy by the cotton yields (variety specific) 
in different state.s, we obtain statewise credit 
subsidy on per quintal basis of relevant seed- 
cotton (kapas) (Table 6). 

Irrigation subsidy (Table 6) from major 
and medium projects (only) is calculated as 
follows. First, the difference between O and 
M expenses and gross receipts from multi¬ 
purpose, major and medium irrigation 
schemes in different stales is derived.'*' This 
provides the gain/loss from the.se schemes 
in each state. It is divided by the total canal 
irrigated area (from all schemes) in that 
respective state to obtain gain/loss per 
hectare of canal irrigated area. Second, the 
capital cost for (canal) irrigating one hectare 
of land is estimated by dividing-the total 
outlay on major and medium irrigation 
schemes in the sixth plan (1980-85) by the 
potential created of gross (irrigated) cropped 
area."^ On this is estimated the captial 
charge at the rate of 1 per cent and interest 
(opportunity) cost at the rate of 8.44 per 
cent, which is the redemption yield on long 
term government .securities. This figure is 
subtracted (added) from the gain (loss) 
derived earlier. The resulting estimate is the 
subsidy on a hectare of canal irrigated area. 
Third, this subsidy per hectare of canal 
irrigated area is distributed over different 
crops on the basis of their 'water-weights’ 
to take care of the differing water-intensities 
of different crops. These ‘water-weights’ are 
derived by superimposing their irrigation 
water requirements on the existing cropping 
pattern on irrigated area."' But all area 
under cotton is not canal irrigated. There¬ 
fore, the fourth step would be to adjust the 
canal irrigation subsidy per hectare of canal 
irrigated cotton by the ratio of canal irriga¬ 
ted area to total area"" under cotton in dif¬ 
ferent states.'ThLs renders irrigation subsidy 
per hectare of cotton (irrigated as well as 
unirrigated). Fifth, dividing this subsidy by 
the projected yields of variety specific seed- 
cotton in different states, one obtains irriga¬ 
tion subsidy per quintal of seed-cotton 
(Thble 6). 

The total subsidy on all the three non- 
tradcable inputs (Table 6) differs signi¬ 
ficantly across states. Subsidies on superior 
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medium cotton (J'34/320F) grown in 
Punjab are eight times that on «tra-long 
cotton (MCU-S of Andhra Pradesh). This 
is indicative of an implicit bias against extra- 
long cotton of the southern region. 

Adjusting these subsidies as per equation 


2, one obtains ESCs under importable and 
exportable hypothesis (Ihbles 7 and 8). The 
overall result (weightetf average ESCs) under 
both hypotheses; remains that of disprotec- 
tion. Although there is a marginal improve¬ 
ment in ESCs compared to EPCs, yet it fails 


Tabif6: StmsiDiis on NoN-TKAorABi f Ini>i;ts (Ei.tc irk ity, Crfdit am> Irrioation) 

OI SF.ED-COTtON (KAI’AS) 


(Rs/quimal) 




Maharashtra 

Gujarat 

Punjab 

Andhra 

Pradesh 

Electricity subsidy 

1980-81 

0.39 

1.01 

5.90 

0.07 


1981 82 

0.19 

0,.50 

5.59 

0 09 


1982-83 

0.37 

0.96 

7 11 

0.11 


1983-84 

0.38 

0.97 

11.34 

0.13 


1984 8.S 

0.57 

1.48 

11 26 

0,12 

Credit subsidy 

1980-81 

14 64 

5 34 

8.03 

2.83 


1981-82 

16.48 

6.01 

8.28 

2-92 


1982-83 

18.57 

6 77 

9.72 

3.02 


1983-84 

20 92 

7.63 

15 90 

3.12 


1984 8,S 

2.3.53 

8 60 

14.27 

3.23 

Irrigation stibsidv 

1980-81 

0 15 

2 61 

5.41 

Neg 


1981 82 

0 15 

2 57 

4 88 

Ncg 


1982-83 

0 14 

2.53 

5.00 

Neg 


198.3-84 

0 14 

2.49 

7.14 

Neg 


1984-85 

0 14 

2.45 

5.60 

Ncg 

loial subsidv 

1980 81 

15 18 

8.96 

19.34 

2.90 


1981-82 

16 82 

9 08 

18 75 

3 01 


1982 8.3 

19 08 

10.26 

21.83 

3 1.3 


198.3-84 

21'44 

11.09 

,34.38 

3.25 


1984-85 

24.24 

12.53 

31.13 

3.35 


Average 

19.35 

10 38 

25.09 

3.13 


Note- It may be observed that in Mahara.shtra credit subsidy is the highest not because farmers 
m Maharashtra take more institutional credit on per hectare basis but because Maharashtra 
has the lowest cotton yields, which makes credit subsidy on per quintal basis very high. 
On the contrary, low electricity and irrigation subsidy in Maharashtra result from very 
low ratio of irrigated aiea under cotton. 


TAHII 7; hltriTIVl St'HMOS ('Ot.ll ICItNIS C)l COTION (iMIRIRIAIlt.F HVIKlIHrSIS) 


State 

Variel y 

r98(j-81 

i98i-82 

Years 

1982-83 

'1983-84' 

1984-85 

Average 

1 Maharashtra 

Hybiid-4 

0.95 

1.08 

0,95 

0.86 

0.87 

0.94 



(0.18) 

(0.18) 

(0.21) 

(0.13) 

(0.19) 

(0.18) 

2' Gujarat 

Shankar-4 

0.74 

0 83 

0.68 

0.60 

0.59 

0.69 



(0.19) 

(0.19) 

(0.15) 

(0.17) 

(0.24) 

(0,19) 

3 Punjab 

J-34/3201- 

0.69 

111 

0.85 

0.72 

0.86 

0.85 



(0.30) 

(0.30) 

(0.33) 

(0.27) 

(0.30) 

(0.30) 

4 Andhra Pradesh 

MCU-5 

0.62 

0.64 

0.64 

.0.50 

0.42 

0.56 



(0.33) 

(0.33) 

(0.31) 

(0.43) 

(0.27) 

(0.33) 

5 Weighted average 


0.72 

0.90 

0.78 

0.62 

0.68 

0.74 


Note: Figures in parentheses are the variety and region-specific value weights at international 
reference prices. 


TABtE 8: Efh ( tivf Proteoion COFiiirii.NisoF Cotton (Exporfabie Hywjihfsis) 


Stale 

Variety 

1980 81 

1981-82 

1982-83 

1983-84 

1984-85 

Average 

1 Maharashtra 

Hybrid-4 

1.06 

1.41 

1.09 

0.98 

1.00 

1.11 



(0.17) 

(0.17) 

(0.21) 

(0.13) 

(0,19) 

(0.17) 

2 Gujarat 

Shankar-4 

0.97 

1.14 

0.80 

0.68 

0.70 

0.86 



(0.19) 

(0.19) 

(0.15) 

(0.17) 

(0.23) 

(0.19) 

3 Punjab 

J-34/320F 

0.85 

1.52 

1.04 

0.83 

1.03 

1.05 



(0.28) 

(0.28) 

(0.31) 

(0.25) 

(0.28) 

(0.28) 

4 Andhra Pradesh 

MCU-5 

0.66 

0.69 

0.67 

0.52 

0.43 

0.59 



(0.36) 

(0.36) 

(0.33) 

(0.45) 

(0.30) 

(0.36) 

5 Weighted average 


0.84 

1.13 

0.89 

0.68 

0.77 

0.86 


Note: Figures in parentheses are the variety and region-specific value weights at international 
reference prices. 


to make any significant change in the broad 
conclusion, i c, of anti-protection to the 
Indian cotton growers. 

VI 

Concluding Remarks and Futui^ 
Outlook 

The regional and varietal dispersion of 
average effective incentives (1980-81 to 
1984-85) as indicated by protection co¬ 
efficients under importable and exportable 
hypotheses (Table 9) suggests the existence 
of discrimination against cotton cultivators 
in India. The degree of disprotection (or 
discrimination) is greater for the cultivators 
of extra-long staple (MCU-S) in Andhra 
Pradesh than for the cultivators of other 
varieties (i-.14 in Punjab, H-4 in Maha- 
ra.shtra and S-4 in Ciujarat). This broad con¬ 
clusion does not alter whether one analyses 
NPCs or EPCs or ESC.s. However, when one 
moves from NPCs to EPCs, it is observed 
that the degree of disprotection increases 
primarily due to positive protection on 
tradeable inputs. Since NFC of tradeable 
inputs is greater than NPC of output (seed- 
cotton), the EPC of seed-cotton becomes 
smaller than its NPC. When subsidies on 
non-tradeable inputs are added, situation 
improves a bit such that ESC is greater than 
EPC, but still remains lower than NPC. For 
example, the weighted average NPC under 
importable hyrothesis (0.81) becomes 0.71 
as EPc and then 0.74 as ESC. Similar result 
follows under exportable hypothesis where 
weighted average NPC of 0.93 falls to 0.83 
as FPC and then marginally improves to 
0.86 as ESC. 

What is the likely scenario of protection 
coefficients since 1984-85? Obviously it 
would depend upon changes in a host of 
factors that go into the estimation of 
protection coefficients. But the most impor¬ 
tant amongst these factors would be the 
changes in the international prices of cotton 
vis-a-vis its domestic prices. Since 1984-85, 
the cotton prices in the internal onal market 
(Outlook ‘A’ indc;^, cif north F *ropc)^’ have 
slashed significantly. For example the cif 
price of ‘A' index cotton came down from 

179/kg in 1984 to j: 132/kg in 1985 and 
further ^ 106/kg in 1986 (World Bank, 1986). 
On the other hand, the price index of Indian 
raw cotton (1970-71 - 100) decreased from 
262.54 in 1984 (January-December) to 
224.66 in 1985 and 176.57 in 1986. Thus, 
while the international price of cotton fell 
by 40.78 per cent over the two years, Indian 
domestic price experienced a fall of only 
32.75 per cent. Under such a situation, 
ceteris paribus, one would expect some im¬ 
provement in the protection coefficients of 
Indian cotton. But this is not likely to be 
significant as the Indian rupee has been los¬ 
ing ground in the international market quite 
fast during the last couple of years. This 
depieciating exchange rate of rupee vts-a-vis 
dollar would offset the advantage, which 
Indian cotton might have enjoyed as a result 
of smaller fall in its domestic price compared 
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to that in international price. Mence, the 
overall scenario seems to have remained, 
more or less, that of anti-protection even 
during 1985-86 and 1986-87. 

The short-term and long-run projections 
of international price of cotton (World Bank, 
I986j indicate that its price in 1987 
((: 132/kg) would be about 24 per cent higher 
than in 1986 (j: 106/kg), which was the lowest 
during the 1980s. By 1990, the international 
price is projected to touch j: 166/kg and by 
1995 t237/kg. With fast depreciating rupee, 
and relatively restrictive policy regime 
toward.s export.s of raw cotton, the future 
outlook appears to be that of anii-pro'.rction 
for Indian cotton for another decade to 
come. This .scenario is not likely tc change 
dramatically unless suitable policies are 
opted to take advantage of the intc'national 
price .situation by liberalising exports, 
especially of extra-long staple cotton. 

The economic implications of these lesults 
become even starker if one allows for over¬ 
valuation of e.xcharige rate to the extent of 
20 to 25 per cent. This adjustment would 
significantly reduce the protection coeffi¬ 
cients indicating that cotton is not only a 
highly efficient import .substitute but also 
an efHcient exportable commodity. Since the 
‘net’ ESCs (derived by taking account of the 
overvaluation in exchange rates) .arc not like¬ 
ly to differ very much from the cost-benefit 
indicators such as domestic rf.sourcc cost 
(DRC), the results in Thble 9 suggest that 
investment programmes to increase the pro¬ 
duction of cotton would give high economic 
rates of return (ERR). This would remain 
true even if one takes into consideration the 
likely effects of India's cotton exports on 
world prices, which is expected to be only 
marginal. This terms of trade argument, 
however, would work in the other direction 
(rai.sing ERR) if cotton i.s conceived as an 
import substitute. In either ca.se, expansion 
of MrU-5 in .Andhra Pradesh (and presum¬ 


ably of similar varieties of extra-long suple 
length in Tamil Nadu and Karnataka) 
deserves high priority. Removal of restrictive 
export policies in this regard would help 
farmers realise a higher price for their 
produce. This, in turn, would automatically 
act as a stimulus for faster and wider spread 
of white (cotton) revolution. Any neglect^ 
or delay in taking decisions of this nature 
often results in the loss of huge potential 
economic gains, which arise but rarely in the 
course of a nation's march to progress. 
Today, technological breakthrough in cotton 
has offered this opportunity, it demands 
quick and rational policy decisions. 

Notes 

[During the course of this study, the author had 
the benefit of comments from and discussions 
with a number of people. In particular, thanks 
arc due to D S TVagi, who not only encouraged 
me but also piovided every po.ssiblc help. I owe 
a great deal to Garry Pursell for aquainting me 
with the quirks of the methodology used in 
the study. Stimulating discussions with 
M I Dantwala, D P Sharma, Hemanl Mulky, 
S Mohammad, Pankaj Kotak, Gurudev Singh, 
Chemburkar and Venugopal on the subject 
helped me to clarify many issues. 1 alone, 
however, remain, responsible for the views and 
he estimates derived in thi.s paper.] 

1 See Jon A Hitchings (1984), Chapter on 
•price Implications of TVade Policy', p 45. 

2 In conjunction with similar estimates for 
other crops, this study would help in under¬ 
standing the dispersion of incentives across 
different regions, crops and varieties, within 
Indian agriculture. The author has already 
completed similar studies for rice, wheat 
and groundnut and covering other impor¬ 
tant commodities of Indian crop-complex. 
Foi methodology, see either (a) Scandirzo 
and Bruce (1980) or (b) Manual prepared 
by Garry Pursell on the subject (World 
Bank). 


iMIir 9. XKiIONAI and VsKUrAl DisPfRSION Ol HltKTIVI- lN( FNIIVES TOR COTION 
C'lM llVATons (Avurvc.e 1980-81 to 1984-85) 


Hypoiliesis/Siatos 

NPCs 

FPC.s 

ESCs 

Index of 

Cotton Variety 





ESCs 

Domestic 

Inter> 





(Weighted 
AV - 100) 


national 

1 Importable Hypothesis 







Maharashtra 

0.94 

0.91 

0.94 

127.03 

H-4 

Mexican 

Gujarat 

0 95 

0.67 

0.69 

93.24 

S-4 

California 
(SMI 1/8" 

Punjab 

0 89 

0 79 

0.85 

114.86 

J-34 

Orleans/ 

Texas(r-') 

.Andhra Pradesh 

0.66 

0.56 

0.56 

75.68 

MCU-5 

Giza-67/ 

69/81 

Weighted average 

0 81 

0.71 

0.74 

100.00 



2 Exportable Hypoth^is 







Maharashtra 

Gujarat ^ 

1.11 

1.07 

l.ll 

129.07 

H-4 

Mexican 

1 12 

0.83 

0.86 

100.00 

S-4 

California 
(SMI 1/8") 

Punjab 

1.07 

0.99 

1.05 

122.09 

J-34 

Orleans/ 
Texas (1") 

Andhra Pradesh 

0.70 

0.59 

0.59 

68.60 

MCU-J 

Oiza-67/ 

69/81 

Weighted Average 

0.93 

0.83 

0.86 

100.00 
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3 Figures relate to 1982-83 cotton year. 
“Cotton: World Statistics”, International 
Cotton Advisory Committee, October, 1985., 

4 Madhoo Pavaskar (1985): “Saga of the 
Cotton Exchange^', Popular Prakashan, 
Bombay, p 3.' 

5 Op cit, p 5. 

6 Op cit, pp 10-11. 

7 Indian Colton Annual, 1984-85, p 216. 

8 Economic and Political Weekly, July 4, 
1987, p 1052. 

9 Director's Report, The East India Cotton 
Association Ltd, “Indian Cotton Annual, 
1984-85;* No 66, p 5. These conditions were 
relaxed in subsequent months due to tough 
competition in the international market, 
c g, MEP were reduced and then waived, 
bank guarantee was reduced to Rs 100. 

10 The Commission for Agricultural Costs and 
Prices (CACP) recommends the support 
prices of seed-cotton (kapas) for certain 
specific varieties like F-4/H-777 and H-4. 
For other varieties, .support prices are fixed 
by taking into account various considera¬ 
tions like basic staple length, micronaire 
value, popularity/acceptability, availability, 
acreage under that variety, blending, status 
in domestic and internatioinal markets, etc. 
Exact weightage of these factors remains a 
secret one and varies over time This exercise 
is performed by the textile commissioner. 
For 1986-87, the minimum support prices 
arc fixed for a.s many as 41 varieties of 
seed-cotton. 

11 CC1 which came into existence in July 1970, 
procures raw cotton at market prices which 
may be above or equal to the support prices. 
Maharashtra, however, follows monopoly 
procurement (since 1972-73) and, therefore, 
gets raw cotton from farmers at fixed prices 
which are neither free market prices nor the 
support prices announced by the ministry 
of agriculture (or textile commissioner), nor 
the prices paid by CCl. Maharashtra 
government fixes its own cotton price's for 
different varieties. The price fixation scheme 
is a unique one. The Maharashtra State Co¬ 
operative Marketing Federation (MSCMF) 
assures a guaranteed price to cotton 
growers, 80 per cent of which is paid to 
farmers on their tendering of kapas to 
MSCMF and the balance at the end of the 
season. After selling cotton, cotton-seed 
and cotton waste, the MSCMF announces 
a final price based on the prices actually 
realised by MSCMF from its sales. If the 
final price is greater than the guaranteed 
price, the difference is paid to the growers 
as bonds, after deducting a small amount 
(25 per cent) for the price fluctuation fund. 
If, on the other hand, the sales realisation 
of MSCMF an lower, the farmers would 
still get the guaranteed price. The loss is 
made up either from price fluctuation fund 
or from government exchequer, if price fluc¬ 
tuation fund is not sufficient. In 1985-86, 
this scheme incurred a huge toss of Rs 3.5 
billion, and the government of Maharashtra 
had to set up a committee to enquire in 
details'the reasons which led to such a ritua- 
tion (see Times of India, June 19, 1987). 
For greater details see Pavaskar (1981) and 
“Indian Cotton Annual 1984-85”. 

12 Pavaskar (1985), p 103. 

13 Very recently, ^t India Cotton Associa¬ 
tion has been permitted futures trading in 
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four varieties of cotton—H-4, DCH-32, 
MCU-S and Shankar-6, w e f June 1987 
(see Times Indio, May 1, 1987). 

14 Directors’ Report, l^e ^t India Cotton 
Association Lid, “Indian Cotton Annual 

1984- 85”, p 7. 

15 Op cit, p 13. 

16 Figures relate to 1982-83, source; “Direc¬ 
torate of Economics and Statistics", 
ministry of agriculture, government of 
India. 

17 All these figures relate to the average of 
1983-84 to 1985-86. 

18 Andhra’s growth rate of cotton production 
during 1977-78 to 1985-86 is even more 
remarkable (26.8 per cent). (Based on pro- 
dui^on figure released by Directorate of 
Economics and Statistics upto 1983-84 and 
Cotton Advisory Board figures for 1984-85 
and 1985-86). 

19 This classification, however, does not con¬ 
form to the one adopted in internatioinal 
standards. 

20 See “CACP Report on Price Policy for 
Crops Grown in 1983-84 Season”, p 23. 

21 In September 1985, ministry of agriculture 
and rural development set up a committee 
of experts to look into the causes of discre¬ 
pancies between the trade and official 
estimates. The report is awaited. 

22 Sec “Seventh Five-Year Plan”, Vol II, 

1985- 90, Planning Commission, govern¬ 
ment of India, p 5, see p 7 for cdtegory-wise 
breakup of production targets. 

23 “Introducing Indian Cotton: Higher 
Medium to Extra l-ong Staple”, EICA 
(undated). It is specially prepared to 
introduce Indian cottons to foreigners in the 
wake of emerging Indian cotton exports. 
This booklet is revised in 1986, deleting 


some varieties which have gone out of culti 
vation and inducting some new varieties 
which have been permitted for exports. 

24 The fact that DCH-32, which is considered 
superior to MCU-5 is quoted much lower 
than Giza 67/69/81 in the international 
market (Liverpool cotton services), some- 
'times may cast doubts about the reliability 
of varietal comparisons that are made here. 
But our talks with the exporters revealed 
although qusditatively, MCU'5 is com¬ 
parable to Giza 67/69/81, yet it will fetch 
a lower price than the latter becau.se of the 
following reasons: (a) European market is 
relatively conservative, especially in the use 
of superior varieties. They have been using 
Egyptian cotton for a long time and chang¬ 
ing to new varieties like Indian .MCU-5, 
would be difficult and take some time; 

(b) The above factor of difficult entry into 
an already captured market becomes more 
important because of irregular and un¬ 
certain supply of Indian superior cotton in 
the international market. Since the use of 
any particular cotton vaiiety requires some 
changes/adjustments in the machinery 
using it, the user wants to have a regular 
flow of that variety at least for a couple of 
years, which Indian cotton expoiu-is can’t 
ensure. In this regard, exporters were of the 
opinion that the long-term cotton expoit 
policy of October 1986, which commits to 
a minimum export of 6(X) thousand bales 
per annum, would be of some benefit; 

(c) Quite often Indian exporters can't keep 
up the delivery schedule which has affected 
adversely the demand and therefore the 
price of Indian superior cotton; (d) Lack 
of strict standardisation procedure is also 
respoasible for its lower price. Since cotton 


of the same variety differs from state to state 
due to differences in moistuie/agro-climatic 
reasons, any mixing of these distorts the 
true lustre of the fibre and thus lowers its 
acceptability in the international market; 
(e) domestic restrictions of MEP and export 
quotas, which are released in instalments 
and remain uncertain till the last moment, 
and the shipment period of 90 days from 
the date i>f issue of the registration certi-’ 
ficate, ail go ataiiut the competitive 
strength of the Indian ex|>orts, which 
ultimately results in the lower prices of 
Indian superior cottons in relation to the 
comparable foreign vuttoiis in the inter¬ 
national market. 

25 In case ol Giza 67/69/81 comparison with 
MCU-5, maritime fieight from North 
Europe to North Africa is deducted and 
from North Africa to India is added. The 
freight rates are estimated as follows: We 
obtained the actual freight rate for cotton 
bales from US to Japan and US to North 
Europe for 1983-84 from the World Bank. 
1 hese aie ptojected for other years on the 
basis of freight rate index numbers compiled 
from freight rates for wheat (“FAO H-ade 
Year Book”). Freight rate from US to India 
IS assumed to be 1.4 times that from US to 
Japan. The freight rate from US to Japan 
is also assumed to be equal to that from 
India to Japan. We have deliberately 
avoided the use of freight rates of Shipping 
Corporation of India as they aie svell known 
to be much higher than international rates. 

26 The peak marketing periods derived on the 
basis of market arrival patterns in differ- 
rent states are; December to April for H-4 
of Maharashtra and S-4/6 of Gujarat; 
November to February for J-34/320F of 
Punjab and February to June for MCU-5 
of Andhra Pradesh. 

27 The detailed information on cottonseeds, 
especially on its variety-specific inter¬ 
national prices, is not available as inter¬ 
national trading in this commodity is very- 
scanty. However, we have the cottonseed 
prices prevailing in the US markets during 
1980-8I to 1984 85 (See Greer, I986). In 
order to obtain fob (US gulf) price of 
cottonseed, an apptoximaie expenditun; of 
3 per cent towards fob expenses is added in 
the US domestic price of cottonseed. 
Maritime freight from US gulf to India is 
assumed to be roughly 15 per cent higher 
than what existed for wheat (“FAO 1'rade 
3fear Book”) during I980s. T his premium of 
15 per cent is assumed because: (a) cotton¬ 
seed is higher and more voluminous com¬ 
pared to wheat; (b) trading in cotlon.seed 
is less frequent than in wheat and (c) cotton¬ 
seed trading is in smaller quantities than 
that of wheat. All these factors are re.spon- 
siblc for higher maritime freight for cotton¬ 
seed than for wheat. 

28 The processing costs, marketing costs and 
trading margins arc derived for the relevant 
varieties of cotton in different states. This 
is done by deducting the value of 294 kg 
of seed-cotton (kapas) of the relevant 
variety during the peak-marketing period in 
the primary intu-kets of different states from 
the total value of 100 kgs of lint in the 
secondary market (ex-Bombay) and of 
190.3 kg of cottonseed (MSCCOMF). The 


Annfxure 1: SiAPi FWISF. Production and Consume ion or Cotion, 1980-81 rts 1984-85 

(miUion bales of 170 kg each! 


Staple Length 

Staple 

length 198(j-8Y" 
(mm) 

1981-82 

Years 

1982-83 

1983-84 

19‘84-85 

Average 

I Superiot fxrng 27 mm and above 
Production 2.13 

1.94 

1.61 

1.38 

2.69 

1.95 

Consumption 

2.48 

2.74 

2.86 

2.90 

3.00 

2.80 

Excess 

-0.35 

- 0.80 

-1.25 

-1.52 

-0.31 

-0.85 

2 Long 
Production 

24.5 mm to 26 mm 

0.50 

1.11 

1.24 

. 1.26 

1.38 

1.10 

Consumption 

0.92 

0.68 

0.66 

0.80 

0.80 

0.77 

Excess 

-0.42 

0.43 

0.58 

0.46 

0.58 

0.33 

3 Superior Medium 22 mm to 24 mm 
Production 3.14 

3.40 

3.36 

2.66 

3.13 

3.14 

Consumption 

1.49 

1.21 

1.44 

1.40 

1.46 

1.40 

Excess 

1.65 

2.19 

1.92 

1.26 

1.67 

1-74 

4 Medium 
Production 

20 mm to 21.5 mm 

0.58 

0.78 

0.64 

0.60 

0.75 

0.67 

Consumption 

2.47 

2.16 

2.34 

2.60 

2.40 

2.39 

Excess 

-1.89 

-1.38 

-1.70 

-2.00 

1.65 

-1.72 

5 Short 
Production 

Below 19 inm 

0.66 

0.65 

0.70 

0.49 

0.51 

0.60 

Consumption 

0.30 

0.33 

0.26 

0.39 

0.40 

0.34 

Excess 

0.36 

0.54 

0.44 

0.10 

0.11 

0.26 

6 Tbtal 
Production 

7.01 

7.88 

7.55 

6.39 

8.46 

7.46 

Consumption 

7.68 

7.12 

7.56 

8.09 

8.86 

7.86 

Excess 

-0.67 

+0.76 

-0.01 

-1.70 

-0.40 

-0.40 


Soutcesr. 1 For production, directorate of economics and statistics, ministry of agriculture, 
government of India. 

2 Fbr consumption (provisional), directorate of cotton development. 
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proce.s'iing costs basically include ginning 
and pressing charges along with the accom¬ 
panying incidentals; marketing costs include 
inaikct cess, purchase overheads, labour 
charges, brokerage, insurance, interest, 
storage and transport charges, octroi etc, 
and the rest is trading margin 
It was intctesiing to observe that the pro¬ 
cessing and maiketing costs, and tiading 
margins as a ratio of ihc value of cotton lini 
and seeds, so dciived, turned out to be 
somewhat higher in 1980s than whal 
prevailed during sixties (i'avaskai and 
Kadhakiishiutn, 1970, pp 19 20) or during 
seventies (Indian Merchants Chamber, 1978; 
Patel and Pandey, 1978) However, it is 
relatively closei lo wliat lias been csiimaicd 
bv some othei siudics like Ranade ei at 
(1982, pp 69-73). Pavaskar 0981, pp 31, 43) 
and Singh ct al (1979, pp 50-51). 

29 T)ic ginning perceniage of 34 per cent 
is taken from "Indian Cotton Annual 


1984-85", pp 188-89, 192. 195; loss of 1.3 
per cent is calculated from the detailed 
statements of MSCCGMF, averaged over 
1980-81 to 1983-84. This is inclusive of the 
moisture loss. 

30 The domestic wholesale prices of different 
varieties of seed-cotton (kapas) are picked 
up from following sources: fur H-4 kapas 
ii is the final price as paid by MSCMF lo 
farmers during 1980-81 to 1983-84, guaran¬ 
teed price for 1984-85 (as we don’t have the 
final price foi 1984-85); for Shankar-4 
kapas, price i.s of Broach market (Gujarat) 
during Uecember-April months (simple 
average) (CACP Report); for J-34 kapas the 
price IS of Bhaiinda market (Punjab) during 
November to February (CACP Report) and 
for MCTJ-5 kapas the price is of Tripur 
market (lamil Nadu) during February to 
June (CACP Report). 

31 Estimation of weighted NPCs under impor¬ 
table and exportable hypotheses is carried 


out by attaching value weights to region and 
variety-specific NPCs obtained for 1980s. 
The value weights are derived as the relative 
shares of different varieties in the total value 
of seed-cotton processed, value being 
calculated at international reference prices. 

32 In most of the project appraisal reports, the 
shadow price of foreign exchange is taken 
as ranging between 1.2 to 1.25 times the 
official exchange rate during the period con¬ 
sidered in this .study. 

33 See “Cotton”, The Fertiliser As.sociation of 
India (1984), pp 89-90. 

34 VJe don’t have information on Carbaryl. But 
we do have same prices for 1983 prevailing 
in US domestic market far the other three 
insecticides (World Bank). Adding 30.per 
cent of chose prices for fob expenses, 
insurance and freight from US to India, we 
have worked out the approximate cif prices 
of these insecticides. Comparing these with 
the corresponding Indian domestic prices 
during 1983 (derived from DGTD Report 
1982-84), we computed NPCs of Endo- 
sulfan (1.85), Phosalone (2.63) and Mono- 
crotophob (4.60), separately. Attaching 
approximate weights of 0.5, 0.25 and 0.25 
to the.se to account for their relative use in 
cotton plant protection, we derived a 
weighted NPC of 2.7 for insecticides. This 
was cross-checked from the import data 
(quantity and value) obtained from Pesti¬ 
cides Association of India for the year 
1985-86, and domestic prices from National 
(Jrganic Chemical Industries Ltd, and Rallis 
India Ltd. The protection coefficient of 2.73 
seemed quite reasonable. 

35 The cif pi ices of urea were obtained from 
the "Annual Reports" of MMTC. The 
charges given by government to pool handl¬ 
ing agencies were collected from Fertiliser 
Association of India (unpublished). These 
include handling expenses at |X>rt, primary 
freight from port to the specified districts, 
interest on inventory, dealer’s margin etc. 
Domestic prices of urea were taken from 
“Fertiliser Statistics" of Fertiliser Associa¬ 
tion of India.'Thanks are due to U C Gupta 
and Sundurum of FAi fur their help in 
‘sorting out this point. 

36 Thanks are due lo Hans Binswangcr, 
Graeme Donovan and Robert King for their 
advice on this point. Thanks are also due 
to Ramesh Shankar of Mahindra and 
Mahindia Ltd for providing the relevant 
data, which pertains to May-June 1986. 

37 See the “Annual Reports” of relevant State 
Electricity Boards. For Maharashtra, 
however, we have used the same figures as 
that of Gujarat. 

38 Average consumption of electricity per 
hectare of cotton (in different states) is 
derived as follows: Cotton was assumed to 
take 6 irrigations (each of 7 ems approxi¬ 
mately). A 5 HP pump (with '/i cuscc 
capacity) would require 14 hours. Electricity 
consumed in one hour operation of 5 HP 
is 3.75 kwh. Thus, the total electricity con¬ 
sumed for six irrigations would be 315 kwh 
(=6x14x3.75). This is adjusted with the 
ratio of well plus tank irrigated area under 
cotton as percentage of total cotton area. 
The resulting figure is the avnage consump¬ 
tion of electricity per hectare of cotton. 
Help sought from B O Dhawmi in clarifying 
the above point is duly acknowledged. The 
relevant data was taken from (a) “Basic 


AnM Xl'Kt 

2: Inwi STKuciuRr oi- Indian CoriuN 

(Perceniage) 

Cost Item 

Maharashtra' 

Gujarat' 

Punjab' 

Andhra 


(H-4) 

(S-4/6) 

(.I-34/320F) 

Pradesh‘ 
(MCU-5) 

Operational Lost 

bM.f)4 


61.73 

62.76 

Human labour 

25.20 

(14.72) 

29.17 

12.00 

Bullock laboiit 

1.'’..53 

22.06'(7.32) 

5 19 

3.01 

Machine lahoui 

0.(M 

(0.02) 

7.16 

0.98 

Seed 

4.12 

2.66 

1.73 

3.14 

Feriilisci 

(9.241 = 

11.95 

7.19 

f(H.66)= 


13.79 




Manure 

(4.5S)= 

5.85 

0 48 

L (5.74)= 

Inscclicides 

2 75 

20.67 

5.81 

22.35 

liiigaiion cliaiges 

0.04 

8 40 

3.68 

2.04 

liileirst on working capital 

1.57 

7.19 

1.35 

1.85 

(atst 

39.% 


.38.24 

.37.24 

Kcniul value ol owned land 

29 85 

21.22 

23.21 

31.70 

Kent paid for leased in land 

- 

— 

3.43 

- 

1 and revenue, cesses, taxes, etc 
Depreciation on implements 

I n 

— 

0.48 

0.66 

and farm buildings 

2.85 

— 

2.35 

1.32 

Interest on fixed capital 

6.13 

— 

8.67 

3.56 

loial cost 

KXl.tK) 

100.00 

UKl.OO 

100.00 

(Rs/heclare) 

989.01 

6569.(X> 

3380.91 

6104.93 

Yield/hectarc (kg) 

Total COM (Rs/licctare) 

.391 

1139 

706 

1221 

csMm.ilcd for tiiciinium 
average (198I-H2 lo 

1983 84)’ 

13.S0.02 

9196.60 

3380.91 

8299.03 

Average vielU (kg-'heciarc) 





for tticnnium (1981-82 lo 
1983-84)' 

432.15 

1274.72 

706.00 

2265.00 


Nole.'i ; I The cost structure of H-4 m Maharashtra relates lo an average of two years—1976-77 
and 1977-78; of .Shankar-4/6 in Gujarat relates to three yearly average of 1974-75 
to 1976-77; of J-34''320F' in Punjab to three yearly average of 1981-82 to 1983-84 and 
of MCU-5 in Andhia Pradesh lo three yearly average of 1975-76 to 1977-78. 

2 F'oi Maharashtra and Andhra Prade.sh, fertiliser and manure appears as a combined 
figure. They are separated in the ratio o( 67:33, which prevails for Gujarat. 

3 The estimates are constructed on ihc basis of increases in the relevant input price 
indices. For Maharashtra and Andhra Pradesh, it is from 1976-77 onwards. The new 
cost estimates are 1.36 times the old ones. For Gujarat it is from 1975-76 onwards 
and we have multiplied the mid-seventies total cost of Rs 6569 by 1.4 times to get 
total cost for. 1981-82 lb 1983-84. 

4 Yields have been projected for these specific varieties for the 1980s by applying the 
statewise rates of growth in the overall yield to cotton (of all varieties) during the 
period l%7-68 to 1985-86. These growth rates are Gujarat, 1.62 per cent, Maharashtra 
1.68 per cent and Andhra Pradesh 10.78 per cent. For Punjab it is the actual yield 
for ‘cotton’ which is approximated for J-34/320F variety, as given in cost of cultiva¬ 
tion data. 

It is allocated between human, bullock and machine labour in the same ratio which 
exists for Maharashtra. 

Source: Directorate of economics and statistics, ministry of agriefKiure, government of India. 
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Statistics Relating to the Indian Economy’', 
Vol 2, States, September 1985, C'enirc 
for Monitoring Indian •Economy, and 
(b) “Agricultural Statistics at a Glance", 
Directorate of Economics and Statistics, 
ministry of agriculture. 

39 Morris (1985) estimated that the average rate 
of interest charged by scheduled commer¬ 
cial banks on their credit outstanding to 
agriculture and allied activities was 12.7 per 
cent in 1981. The highest rate (16.2 per cent) 
was for retail trade Thus, the maximum in¬ 
terest subsidy to agriculture was 3.5 per 
cent. Strictly speaking, this is an under¬ 
estimation because it does not include the 
credit extended by co-operatives, which is 
about 60 per cent of the total agricultural 
credit. And of this co-operative credit, quite 
a sizeable proportion (approximately 60 per 
cent) goes to small farmers or to priority 
schemes at the rate of 10.25 per cent. If this 
is adjusted, the weighted average interest 
rate turns out to be about 11.7 per cent. This 
implies a inaximiim interest subsidy of 
4.5 per cent. 

40 It is very difficult to gel any firm estimates 
of default subsidy as neither the banks nor 
the credit co-operatives give any details of 
the loans actually written off. “Statistical 
Statements Relating to the Co-operative 
Movement in India", part I (NABARD), 
howcvci, publish the aniouni of loans that 
have default history of three years. How 
much ol this would be written ofH Personal 
talks with managers revealed a figure rang¬ 
ing from 25 to 50 per cent. We have used 
40 per cent in this study. 

41 See “Report ot the Eighth Finance Com¬ 
mission”, 1984, p 199. 

42 Sec "Report of the Committee to Review 
the Existing Criteria for Working out the 
Benefit-Cost Ratio for Irrigation Projects” 
(1983), p A-19. 

43 Crop-specific irrigation requirements in dif¬ 
ferent agro-clirnatic /ones are estimated by- 
ICAR under its co-ordinated project for 
Research on Water Management. Several 
experiments are conducted corresponding 
to varit'us irrigation schedules, and the 
rcsultaiii yields recorded. During 1981-83, 
such experiments were conducted at 27 ceii- 

. tres, which fall in the command areas ot 
major and medium irrigation schemes in 
different states. Since the irrigation water 
requirements differ from year to year, 
depending upon rainfall, evapotranspira- 
tion, soil texture and other climatic factors, 
as also due to the nature of irrigation 
.schedule followed, we have taken the 
average of irrigation water requirements in 
differnt years (fur which data arc available) 
that correspond to highest optimum yield. 
This crop and region specific irrigation 
water requirements (in ems) are multiplied 
by the total irriftated area (thousand 
hectares) under those specific crops in 
different states. This yields the total irriga¬ 
tion water requirement (crop specific, in 
'(XX) ha cm). The relative share of each crop 
in the aggregate irrigation water require¬ 
ment (of all crops) in a particular state, is 
the ‘water-weight’ of that specific crop in 
that state. This procedure of allocating 
irrigation subsidy across different crops on 
the basis of their respective ‘s^ter-weights’, 
the author owes to Leslie Abbie for his com¬ 
ments on the methodology. 


44 .Specific information on how much of the 
aica under cotton is canal irrigated, is not 
avciilabic. However, share of canal iriigated 
tuca in total irrigated area undei all crops 
IS asailable. .And it is this inlormaiion which 
is u.scd under the assumption that the shaie 
of canal irrigated area in the total coiiitn 
irrigated area is the same as that lor all crops. 

45 Cotton Outlook 'A' index is average of 
cheapest 5 of 10 styles so marked in the cif 
price quotations (Liverpool) in Cotton 
Outlook. For greater details see any is.sue 
of Cotton Outlook published by Liverpool 
Colton Services Ltd, UK 

46 T Ins ‘neglect’ may be even deliberate to help 
the industrial sector procure cheap raw- 
material. In that case it would invite dissen- 
tion from cotton cultivators who often res¬ 
pond by commenting “that they ought not 
to be penalised for the inefficiencies of the 
industrial sectoi if it cannot compete with 
foreign textile producers tinless raw inputs* 
arc priced below the world market” 
(Hitchings, 1984, p 45). 
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NATIONAL INSTITUTE OF 
RURAL DEVELOPMENT 

Rajendranagar, Hyderabad-500 030. 

(An Organisation ol the Department of Rural Development, 

Ministry ol Agriculture, Government of India) 


Applications are invited in the prescribed form for 
the following posts; 

1. DIRECTOR (EXTENSION S TRANSFER OF 
TECHNOLOGY) - One Pott 


Essential QuaMdcatlons: 

i) First Class or high second class Master's 
Degree in Agricultural Extension with Ph D 
in the relevant discipline; 


ii) Atleast 10 years experience in research and 
training in Agricultural Extension and in 
handling large scale Research Proiects: 
lii) Published books/ papers based on original 
work in the field of Agricultural Extension. 


2. DIRECTOR (ECONOMICS) -> One Post 
(Operative from 01, June. IMS) 

Essential Oualiticatlons: 

i) First or high second class Master's Degree in 
Economics with Ph D. In the relevant 
discipline. 

II) Atteast to years experience in research and 
training in Economics and in handling large 
scale Research Project in rural areas, 
lii) Published Books/ Papers based on original 
work in the field of Economics. 

3. DIRECTOR (STATISTICS) - One Post 
Esssntlal Qualilications: 

I) First or high second class Master's Degree in 
Statistics with Ph.D. 

li) At least ten years experience in handling 
large scale Research Projects and training in 
the field of Statistics. 

lii) Published Books/ Papers based on original 
work in the field of Statistics. 

DesireMe: 

Experience of handling and directing data 
processing work for survey research on mini and 
micro computers 

4. DIRECTOR (CORD) - One Post (to be filled 
on deputation basis for one ifsar). 

Essential Qualifications; 

1 ) First or high second class Master's Degree in 
Library Science, with first or high second 
class Bachelor's Degree preferably in Social 
Sciences. 

OR 

First or high second class Master’s Degree. 


preferably in any one of the areas of Social 
Sciences, with first or high second class 
Bachelor's degree in Library Science or Post 
Graduate Diploma Course in Library Science. 


ii) At least ten years' experience in responsible 
capacity in a Library of large research, 
educational or documentation centre in 
rural development or allied subiects. 


Desirable: 

Doctorate Degree in Library Science/ 
Documentation or equivalent work. 


5. DEPUTY DIRECTOR (CENTRE FOR 

MICRO PLANNING) - One Post 

Essential Qualilications: 

i) First or high second class Master's Degree in 
Animal Science/ Dairy Science and Ph D. or 
equivalent work in the relevant discipline. 

ii) At least seven years experience in training 
and research in the field of Animal Science/ 
Dairy Science, Animal Husbandry Planning 
and Development Programme/ Projects. 
Planning techniques and Rural Development. 

iii) Published Books/ Papers based on original 
work in the relevant field. 


The scales of pay of the Posts are ^s indicated 
below: 

Post Scale of Pay 


DIRECTORS Rs. 4S00 - 7300 

DY. DIRECTOR Rs. 3700 - 5300 

HIGHER START POSSIBLE FOR EXCEPTIONALLY 
QUALIFIED CANDIDATES. 


DA, CCA and HRA admissible at Central Govt, rates. 
Option for Pension/ Contributory Provident Fund 
available under Rule 30 of the C.C.S. (Pension) Rules 

General: 

All persons appointed to the posts will be on 
probation for a period of two years. 


Deputation from Government Departments/ 
Organisations/ universities and other Institutions 
could also be considered on merit wherever 
applicable 


Prescribed application forms may be obtained 
from the undersigned by enclosing postal order for 
Rs. 5/- in favour of Registrar, N.I.R.O. Applications 
along with necessary documents should reach 
Registrar beforeSI.1.1988 REGISTRAR 
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REVIEW ARTICLE 


Agricultural Development in Eastern India 

A Vaidyanathan 

Report of Study Croup on Agricultural Strategies for the Eastern Region of India, Planning Commission, 
Government of India, 1985; pp 45. 

Report of the Committee on Agricultural Productivity in Eastern India, Reserve Bank of India, Bombay, 1984. 
Agrarian Impasse in Bengal: Institutional Constraints to Technical Change by James K Boyce; Oxford Univer¬ 
sity Press, Bombay, 1987; pp xvi + 308, Rs 160. 


EAST INDIA (comprising East UP, Bihar, 
West Bengal and Orissa) is among the most 
densely populated regions of the country 
and has the dubious distinction of combin¬ 
ing a relatively high level of land productivity 
with a high incidence of poverty. It is 
estimated that in 1977-78 this region taken 
as a whole contained about 30 per cent of 
the country’s rural population but accounted 
for 35 per cent of the country’s poor popula¬ 
tion. On the average 59 per cent of the rural 
people in the region arc poor compared to 
the national average of 51. Not only is pover¬ 
ty incidence high in this region but its overall 
agricultural performance has been disap¬ 
pointing. The ‘Green Revolution’ techno¬ 
logies do not seem to have made much of 
an impact here. The overall growth rate of 
agricultural production has averaged bare¬ 
ly 2 per cent per annum over the last 20-30 
years which is in fact less than the rate of 
population growth. 

The high and apparently growing incidence 
of rural poverty together with the sheer con¬ 
centration. in absolute terms, of the poor in 
eastern India has led the government to pay 
special attention to this region. Two special 
committees were appointed in the early 
1980s to go into the region’s problems and 
recommend a strategy to accelerate the pace 
of its agricultural development. One was the 
Study Group on Agricultural Strategies for 
the Eastern Region of India appointed by 
the Planning Commission. The other was 
the Committee on Agricultural Productivity 
in Eastern India appointed by the Reserve 
Bank of India in early 1983 under the chair¬ 
manship of S R Sen. Both committees sub¬ 
mitted their reports in 1984. 

The reports—and especially the one 
prepared by the RBI Committee—provide 
a vahttbie collation of factual data on 
various aspects of agrarian structure as well 
as on input use, produaivity and growth in 
the agricultufal sector of different eastern 
Indian states and theirconstituent regions. 
The existence of considerable diversity 
within the region in all these respects is clear¬ 
ly brought out, with east Uttar Pradesh be¬ 
ing distinctly better off in terms of most in- 
xlices than the rest of the region and Bihar 
being geiierally the worst off. Both sources 
document the fact that the eastern region’s 
growth performance has been considerably 
slow«' than that of the rest of the country. 

Hie seport of the Planning Commission 


Study Group further maps differences in 
productivity and in growth at the district 
level. It also presents estimates of a number 
of multiple regressions ostensibly meant to 
explain the intra-regionai variations in pro¬ 
ductivity. But these are not particularly il¬ 
luminating: There is no a priori specifica¬ 
tion of the relationships; or any consistent 
pattern in the estimated relations—even the 
signs of some of the coefficients do not 
make sense. Neither report offers any credi¬ 
ble explanation for the slow growth in the 
region as a whole and for the disparate 
growth within the tract. The Sen Commit¬ 
tee offers some rather general explanations 
for the poor performance of the region as 
a whole in terms of inadequate public in-» 
vestment and agrarian structure, but little 
hard analysis. 

Accent on irkiciAtion DeveijOpment 

Both groups see enormous potential for 
development by proper harnessing of the 
abundant water resources of the region, 
especially groundwater. Programmes to ac¬ 
celerate the pace of irrigation development 
therefore figure prominently in their recom¬ 
mendations: The Sen Committee recom¬ 
mends a large step up in public sector outlays 
for major and minor irrigation works and 
for development of tube wells, along with 
electrification of tracts identified as having 
a good groundwater potential. The latter, 
together with provision of liberal credit to 
farmers, land consolidation and institutional 
devices to make groundwater development 
economical and accessible to small farmers 
(who dominate the region) are expected to 
stimulate rapid development of well irriga¬ 
tion in the private sector. The reports also 
emphasise the need for massive programmes 
for flood control and drainage, both of 
which are more serious problems in this tract 
than in other parts of India. 

However, one would have liked to see a 
fuller discussion of the problems involved 
in implementing these programmes in the 
light of past experience. In broad concept 
the role of water control has been quite well 
recognised in the past but progress has been 
rather tardy. Thus during the decade of the 
70s, the gross irrigated area in the region rose 
only by 2.7 million hectares. The Sen Com¬ 
mittee^ by contrast, visualises an addition of 
J2.2 million hectares in the decade between 


1984 and 1995—a more than four-fold step 
up—without discussing the concrete 
measures (organisational and other) needed 
to realise it. There is mention of the limited 
and uncertain supply of water during the 
rabi and summer seasons from the existing 
systems as a factor constraining cropping in¬ 
tensity and yields but again without any in¬ 
dication of why this has been so and how 
it can be changed. 

Nor do we get much of a clue as to why 
the region has been so sluggish in utilising 
what is, by all accounts, an abundance of 
groundwater. Other studies (notably that of 
B D Dhawan) have suggested that the returns 
to irrigation relative to the costs involved 
may be relatively low in the eastern region 
and that the predominance of small and 
highly fragmented holdings may further 
reduce the private benefit-co.st ratio. In this 
context land consolidation could make a 
significant difference to the costs of and 
returns to well irrigation. 

While both committees rightly stress the 
importance of land consolidation, neither 
has much to say on whether it has been at¬ 
tempted in the past, where, what the pro¬ 
blems were and hoii' they were overcome. 
There is a tantalising reference to the com¬ 
pletion of the first round of consolidation 
and the significant^ifference between con¬ 
solidated and unconsolidated villages in East 
UP. But if consolidation of holdings indeed 
makes a striking difference to productivity, 
why is it not pushed elsewhere in the region? 
Why is there a singular lack of enthusiasm 
for it among the governments of the region? 
Why is it necessary to have a second round 
of consolidation even in east UP? 

The Sen report deals at some length with 
other aspects of agrarian structure, name¬ 
ly, the smal size of farms and tenancy. Few 
can disagree with its observation that the 
policy of agrarian reorganisation (viz, land 
cdlings and protection of tenants’ rights) has 
not made much of an impact. Where it 
departs from conventional prescriptions is 
in advocating measures to put an effective 
JJoor on holding size to prevent prolifera¬ 
tion of uneconomic holdings. Tb this end it 
recommends greater freedom for leasing in 
and leasing out of land among farmers with 
less than 2 hectares. The practicability of 
discriminating enforcement of tenancy 
legislation as between different size class of 
holdings is however not discussed. 
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The Less Developed Economy 

A Critique of Contemporary Theory 
KAUSHIK BASU 

In a rigorous and clear style, this book presents and examines 
critically the present state of theoretical development economics. 
It also discusses and formalizes some of the more important 
traditional contributions, and so provides the necessary- 
background for interpreting recent advances. 

The author's reliance on diagrams and arguments rather than on 
mathematics, and the book's formal but wide coverage - 
from Nurkso, Kalecki and Lewis to Stiglitz and Mirriees - make it 
a useful text for senior students of economics. I^aushik Basu's 
careful discussion of the literature which is, as yet, available only 
in academic journals, and his attempt to develop new concepts 
and to bring together work belonging to different schools of 
thought will ensure that it achieves a wide readership among 
professional economists as well. 

Now available in a Paperback edition at Rs 60 


A Social and Economic Atlas of India 

The first of its kind to be published in the country, this is a major 
work of reference on India in the eighties. It provides a 
comprehensive picture of India's habitat, society and economy, 
and projects the social and economic scene in the nineties. 

The Atlas includes 248 colour maps, 360 colour charts and 
142 tables. Its nine sections cover; land, people, climate, natural 
resources, infrastructure, produce, the tourist vista, national 
economy, the international equation. Rs 450 


The Political Economy of Law 

A Third World Reader 

Edited by YASH GHAI, ROBIN LUCKHAM & 

FRANCIS SNYDER 

This collection of readings is concerned with the role of law in 
relation to the situation of the third world v/s-a-v/sthe developed 
world, and in relation to the general situation within developing 
countries themselves. Law is analysed in relation to economy, 
class, political conflict, state and international relations. Rs 400 


The imperial Monetary System 
of Mughal India 

Edited by JOHN F. RICHARDS 

This volume of seven essays by distinguished economic 
historians constitutes the first coherent and systematic study of 
the Mughal monetary system, as well as the process of imperial 
monetary integration. The contributors are John Oeyell, 

Marie Martin, Stephen Blake, Irfan Habib, Om Prakash, 

J.F. Richards and Frank Perlin. Rs 210 



Development Planning 

The Indian Experience 
SUKHAMOY CHAKRAVARTY 

This is the first book to provide a comprehensive review of Indian 
planning in the light of development theory and the debates on 
planning carried out in other countries. It deals with the 
experience of development planning as practised in India over 
the last thirty-five years. It explains the analytical consideration 
which went into the formation of India’s development strategy 
and the modifications which were subsequently introduced in 
the light of experience. The author gives here a considerably 
expanded version of the Radhakrishnan Memorial Lectures 
delivered by him in 1985. Rs 90 


Subaltern Studies V 

Writings in South Asian History and Society 
Edited by RANAJIT GUHA 

The fifth volume of this series has an essay by David Hardiman 
on Bhils and Shahukars in Gujarat, David Arnold on the plague of 
1896-1900, Gayatri Chakravorty Spivak on Mahasweta Devi, 
Ranajit Guha on abortion as crime and Shahid Amin on 
Chauri Chaura. There are also two discussion pieces by Asok Sen 
and Ajit K. Chaudhury. Rs 150 

Already published: Volumes I- IV 


The Crisis of Political Theory 

An Inquiry into Contemporary Thought 
OM BAKSHI 

Is political theory in the grips of a crisis ? This has been in recent 
years a subject of intense discussion and controversy. The author 
summarizes the main points of the discussion and takes the 
position that political theory, at least in the classical tradition, 
has tended towards a decline. Rs 90 
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(Published for Sameeksha Trust) Rs 225 
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On the problem of tenancy, the Sen Com¬ 
mittee recognises the existence of con¬ 
siderable concealed tenancy and argues that 
"unless ownership and tenancy rights are 
properly deHned, assignment of water rights, 
management of tube wells, obtaining bank 
loans for investment purposes, etc, become 
difficult”. It also notes that, except West 
Bengal, there is no serious effort at grappl¬ 
ing with the problem of tenancy, but does 
not take a clear position on the corrective 
measures needed. While recommending 
greater freedom to lease in and lease out land 
it also recognises that in the absence of alter¬ 
native employment opportunities outside 
agriculture, this will not induce small 
farmers to part whh their land and that 
small farmers will continue to increase. 
Under the circumstances, one would have ex¬ 
pected a fuller assessment of viable institu¬ 
tional arrangements to make it ^ssible for 
small farmers to develop and make efficient 
use of water, especially groundwater. The 
cursory discussion of the role of decentralised 
institutions of local government and of co¬ 
operatives says in effect that these institu¬ 
tions have failed but must succeed! It is said 
that there needs to be more careful screening 
to identify and encourage the genuine co¬ 
operatives—but how? by whom? 

The Sen Committee seems much surer of 
its ground when discussing the technical and 
bureaucratic aspects of agricultural planning. 
One cannot but agree with its emphasis on 
local adaptive research, on the need to 
strengthen supporting .services (such as ex¬ 
tension, credit, input supply and marketing) 
and greater co-ordination between the 
various departmental agencies involved. 
Numerous detailed suggestions have been 
made. A lot of these have been reiterated ad 
nauseam in past plan documents and other 
committee reports. Many of them are also 
obviously unexceptionable. The report would 
have made a much richer contribution to 
reshaping the strategy of agricultural 
development if it had.addressed the ques¬ 
tion as to why many of the measures widely 
considered to be desirable, and even accepted 
as'a part of official policy, have failed to 
work. 

In short, the Sen report overwhelms the 
reader with numerous detailed recommen-. 
dations without giving a sense of the key 
strategic elements around which a more ef^- 
fective programme to accelerate agricultural 
growth in east India can be built. The 
operative thrust seems to be towards a much 
larger firogramme of public investment 
. largely along the lines implicit in the ongoing 
programmes, no doubt with some change of 
emphasis and together with ensuring that ex¬ 
isting policies and institutions are made to 
work toter. This is perhaps understandable 
in as much as there is so little by way of 
systematic analyses of the reasons for the 
relatively poor performance of the region in 
the past 30 years on which to base a 
diagnosis of where the strategy failed and 
what modifications will be needed. 


‘Hunger in a Fertile Land’ 

Against this background. James Boyce’s 
recent book on agricultural growth in Bengal 
is a welcome addition to the literature on east 
Indian agriculture. It is indeed one of the 
most careful and systematic efforts to assess 
agricultural productivity and growth at a 
regional level and to examine the factors con¬ 
tributing to wide differences in both respects 
within a particular region. Though the book 
is concerned with Bengal, much of what it 
has to say is of more general rdevance to cast 
India as a whoia 

The problem is posed in terms of ‘hunger 
in a fertile land’, emphasising the contrast 
between the present level of productivity and 
poverty in Bengal on the one hand and what 
seems possible of attainment if available 
resources and technology are properly 
harnessed. After a gener^ discussion of 
various theoretical analyses of the deter¬ 
minants of agricultural performance, in¬ 
cluding the theory of induced innovation, 
Boyce sees demographic growth, 
technological change (particularly water 
control), and agrarian structure as being the 
crucial factors. Their effect, individually and 
in combination, on agricultural productivity 
and growth are set out in the form of a series 
of specific hypotheses which are then ex¬ 
amined against facts. Chapters 3 and 4 mar¬ 
shall the facts regarding the level of crop pro¬ 
duction and productivity in West Bengal and 
Bangladesh and thdr constituent districu at 
different pointii of time over the period of 
1950-1980. Hie official estimates of area and 
production are examined critically in terms 


of their own methodology and with refer¬ 
ence to other independent estimates. The 
weaknesses of various sources ate discussed 
and assessed with considerable care; and an 
attempt is made to arrive at as informed a 
judgment as possible with available infor¬ 
mation. That this can only be tentative is 
fully recognised. Both in West Bengal and 
Bangladesh, Boyce rejects the official series 
as being less reliable. It turns out that there 
are substantial differences in the time pro¬ 
file of growth obtained from ofHcial 
statistics and the series reconstructed by the 
author after a critical study of different 
sources. For insunce in West Bengal, while 
the official series suggest a strong decelera¬ 
tion in growth during l%S-80 compared to 
the previous IS years, the series constructed 
and perferred by Boyce point to a sig.iifl- 
cant acceleration. Boyce’s arguments in 
favour of the reconstructed series seem quite 
convincing. 

The statistical analysis of trends in out¬ 
put and of the sources of change in output 
is again marked by a degree of carefulness 
rather rare in the literature. The pitfalls of 
comparing changes as between two points 
of timjC are avoided by analysing the entire 
time series capturing in the process signifi¬ 
cant breaks in growth performance during 
the period under study. In West Bengal, for 
example, on the basis of the adjusted series, 
which corrects for the biasses in the official 
series, it is found that there is a distinct break 
in the trend growth rates in the mid-60s, the 
rate of growth being noticeably higher after 
that point than before. The analysis 
highlights the stagnation of the yield of 
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Aman rice, the principal crop; and the' fact 
that the dynamism in overall output is laigely 
due to relatively rapid rise in yields of Aus 
Boro rice, Spring jute, wheat and potatoes. 
The accelerated growth in output since the 
mid-sixties is shown to be mostly due to a 
faster rise in land productivity arising from 
both a quickening in the pace of the yield 
component of individual crops and a faster 
shift to higher productivity crops. 

The rate of growth is, not surprisingly, 
variable across districts ranging, during the 
period 1965-80, from less than Vi per cent 
per annum in the northern districts to 4.8 
per cent per annum in Hooghly with another 
three districts doing better than 3 per cent 
per annum. Also the quickening in the pace 
of state-level growth is found to be largely 
the result of a signiTicant step up in growth 
rate in the central districts; others (and 
especially those in the northern part of the 
state) show a relative deterioration in per¬ 
formance. In fact there seems to be a distinct 
shift in the locus of growth from the north 
to the central region since 1965. It is also 
shown that these shifts in output trends are 
largely a reflection of shifts in the produc¬ 
tivity trend, reflecting the combined effect 
of yield increase and crop pattern sjiifts and 
suggesting that there is no evidence that 
faster growth is associated with higher in¬ 
stability. Ail these are significant findings, 
many of them new, and some strikingly dif¬ 
ferent from those of past studies. 

Population Pressure-Induced 
Innovation 

Chapter 5 explores the relation between 
demographic pressure and agricultural pro¬ 
ductivity. That there is a significant positive 
correlation between land productivity and 
rural population density is not surprising. 
This does not however mean that differences 
in productivity of land are fully neutralised 
by differences in population density. Nor 
does the correlation indicate which way the 
causation works: the relation between 
demographic pressure and land productivity 
is therefore viewed in a dynamic context, the 
one affecting the other with a lag. 

The differences in the rate of output 
growth (both aggregate and per capita) 
across the districts of both West Bengal and 
Bangladesh during the period 1949-80 are 
found to bear a signiHcant positive correla¬ 
tion to the growth rate of their rural popula¬ 
tion during 1931-51. This is interpret^ as in¬ 
dicating that, contrary to the pr^ictions of 
the neo-Malthusian school and in keeping 
with the predictions of the induced innova¬ 
tion school, population growth has a positive 
effect on agricultural growth. A number of 
concrete examples are also cited of labour¬ 
using and Iand;saving innovations which are 
reported to have occurred in Bangladesh 
during recent years. This aspect clearly 
deserves much closer study to help under¬ 
stand the process fay which these population- 
pressure-induced innovations take place. 
There is however a doidst about the inference 
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implicit in Boyce’s discussion, that dif¬ 
ferences in output growth are attributable 
wholly to differences in productivity and 
hence innovation. Insofar as part of the in¬ 
crease in output has come from expansion 
of cultivated area (as distinct from cropping 
intensity and yield), differences in growth 
may reilect in some measure differences in 
the scope for extension of cultivation. 

Boyce recognises that agricultural growth 
itself could affect population growth via fer¬ 
tility, mortality and migration but does not 
explore this teiation as thoroughly. He right¬ 
ly notes that “... differences in agricultural 
growth could be ecpected to influence fer¬ 
tility, mortality, and net migration via their 
impact on level of output per capita...”. A 
comparison of the agricultural growth dur¬ 
ing 1920-46 and that of rural population 
during 1950-80 among the divisions of 
Btmgladesh suggests a positive rank correla¬ 
tion between the two. Both in West Behgal 
and Bangladesh, districts which experienced 
a relatively faster growth in rural population 
during 1901-51 seem to have a relatively low 
per capita output in 1951; in Bangladesh— 
but not West Bengal—districts with higher 
per capita output in 1951 tended to have a 
high rate of growth of rural population in 
the subsequent three decades; and districts 
whose rural population growth was rapid in 
the first half of the century tended to have 
a relatively low growth of population in the 
last three decades. What significance these 
associations have for interpreting the impact 
of agricultural productivity on demography 
is far from clear. 

To check whether, how far and with what 
lag, the rate of rural population growth 
responds to agricultural growth, the simplest 
procedure would have been to correlate the 
rate of rural population growth in one 
decade with the trend growth in output dur¬ 
ing the same or in the previous decade or 
twa Unscrambling the response of different 
components of demographic growth—namdy 
fertility, mortality and migration—is a more 
difficult problem which has to await more 
and better data. 

While there is evidence of demographic 
pressure inducing technical change, the pace 
of the latter has been clearly insufficient to 
raise land productivity and output per capita. 
Boyce secs the key to this in the slow pro¬ 
gress of water control. There are indMd 
strong reasons to believe that improvements 
in water control—in the broad sense in¬ 
cluding not only irrigation, but also flood 
control and drainage—serve as a ‘leading in¬ 
put’ which determines the use and effec¬ 
tiveness-of other elements of yield-raising 
technology. The strong complementarity 
across districts between the irrigation ratio 
and the propensity to flooding (as dc^min- 
ed by the extent of ‘low land’) on the one 
hand and the level of fertiliser use and HYV 
on the other is consistent with, this under¬ 
standing. So is the strong positive correla¬ 
tion between the irrigation ratio and overall 
crop yields per unit of cultivated area across 


districts at ail points of time; - 

Boyce reports a weak positive association 
between irrigation ratio and growth rate 
of output in Wsst Bengal but not in 
Bangladesh. It is however not obvious that 
the level of the irrigation ratio alone is lele- 
vant to the growth of productivity. The pace 
of growth in irrigated area is also relevant: 
Not only do additions to irrigated area 
directly contribute to higher production (via 
higher cropping intensity, shift to higher 
value crops and higher yield of individual 
crops) but varietal improvements and fer¬ 
tiliser use are applicable both on lands 
already irrigated and those brought fresh 
under irrigation. One should therefore relate 
the growth'of yields with both the base year 
irrigation ratio and the magnitude of change 
therein over the period under study. 

Nor does Boyce address the question; why 
was irrigation development (both quan¬ 
titatively and qualitatively) not faster than 
it has been? Here, apart from technical 
feasibility, one needs to examine the role of 
state-policy and the determinants of private 
sector development. During the last four 
decades the state has after all taken a 
historically unprecedented initiative in pro¬ 
moting irrigation developments in the 
region, both directly and indirectly. That the 
amounts spent on irrigation are limited by 
overall resources and that the results obtain¬ 
ed are not commensurate with the resources 
spent is a part of the story leading to ques¬ 
tions concerning the way public agencies 
operate and their relation to the political 
process. 

But this cannot wholly explain the pace 
of growth of private investment in develop¬ 
ing sources (mostly groundwater) within the 
prirate sphere and in undeftaking improve¬ 
ments (land levelling, consolidation, field 
channels) to make effective use of water 
made available. While the small size of 
holdings and the lack of co-operation are 
no doubt contributory factors, it could also 
be, as suggested earlier, that the returns to 
irrigation are not large enough or assured 
enough to make the effort (both at invest¬ 
ment and at organisation) worthwhile. There 
is some evidence to suggest that the returns 
to irrigation in terms of additional output 
per unit of land arising from irrigation is 
muct) lower in east India compared to say 
the west or north-west, while the cost dif¬ 
ferentials may not be as large. 

One should also guard agains) overem¬ 
phasising the role of water control as the key 
technological constraints. While water con¬ 
trol is indeed important, even central, it 
needs to be recognised that the attendant 
yield increases depend a great deal on pro¬ 
gress in other facets of agricultural 
technology and in the cost-price relations. 
While advances have no doubt been made 
in evolving new and better varieties, the pro¬ 
gress as between crops and seasons is clearly. 
uneven. Also dramatic improvements (such 
as embodied in the HYVs) are sometima a 
windfall and a Iwppenstance. More impor- 
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tarn an the uistaiiied margiml changes in 
varietift «fi(i agronomic praaices adapted 
to. dtV(^ local envitonmetats which go to 
raise the technically feasible yield potential 
and, eqnh'lly important, raise the 
economically attractive limits by reducing 
the effective cost of input per unit of out¬ 
put. Indeed the latter aspect of varietal and 
agronomic technique, Mng synergetically 
related to irrigation, has al.so a powerful im¬ 
pact on the economic attractiveness of ir¬ 
rigation investments. 

Moreover, the spread of technique is con¬ 
ditioned by costs and returns which in turn 
are influenced by the way markets for inputs 
and outputs function, as well as the overall 
conditions of supply and demand. Both 
these are subject to influence by state 
policy—via investment in infrastructure; sup¬ 
port prices for outputs, pricing of inputs, 
fiscal policy, and altering the institutional 
framework. That the range and depth of 
state intervention in all these respects has 
vastly increased in the post-Independence 
period is all too obvious. And yet none of 
these figures in the analysis of the growth 
process. 

iNSTITUTIONAl, FACTORS 

Boyce rightly emphasises the role of in¬ 
stitutional factors in determining how effec¬ 
tively available technology is in fact used. 
He focuses on three aspects of agrarian-in¬ 
stitutions, namely, farm size, tenancy and 
management of water. Small farms in 
Bangladesh are found to have a higher ir¬ 
rigation ratio, a higher proportion of 'high 
land’ (which is less prone to flooding), use 
more fertilisers and grow more of high value 
crops. Their productivity per unit area is 
higher as is their dependence on family 
labour. (The West Bengal data are less detaif 
ed and do not correspond to the Bangladesh 
pattern in all respects.) Wlule the data would 
seem to lend support to the land-quality- 
based explanations of the inverse relation 
between farm size and productivity, Boyce 
seems inclined to view small size per se as 
being more conducive to effective utilisation 
of both own and hired labour for achieving 
higher levels of productivity. He flnds some 
empirical support for this view in that, con- 
troliing for differences in the extent of ir¬ 
rigation, districts with a low average size of 
farms seem to do better in terms of land pro¬ 
ductivity and growth. This comes out more 
strongly in Bangladesh than in West Bengal. 

On sharecropping, the findings of this 
study are at variance with the conventional 
wisdom concerning its effects on productivi¬ 
ty and growth. Data from different sources 
pertaining to Bangladesh suggest a rather 
mixed picture in respect of the intensity of 
' input use by tenants and owner cultivators; 
also there is some suggestive evidence that 
sonic at least of the landlords may in fact 
be ‘production oriented’ and encourage 
tenants to more intensive cultivation. Be that 
as it may, the analysis of inter-district varia¬ 
tions does not support the proposition that 


high incidence of sharecropping is necessari¬ 
ly inimijbal to growth: The data for 
Bangladesh in fact suggest that thete is a 
‘“poiiitive association between the proportion 
of area under tenancy and the level and 
growth of output”. Boyce concludes that 
these findings and the fact that “sharecrop¬ 
ping apparently covers no more than one- 
quarter of the region's agricultural acreage, 
point to the conclusion that, whatever its 
static inefficiencies, sharecropping cannot be 
consider^ to be the mq/or institutional im¬ 
pediment to agricultural growth”. However, 
.is there perhaps a contradiction between this 
and the subsequent emphasis on small farm 
size, fragmentation and sharecropping be¬ 
ing impediments to efficient water control, 
itself claimed to be a crucial precondition 
to rapid agricultural growth? 

The considerable underutilisation of ir¬ 
rigation potential in the region is attributed 
to the indivisibility of irrigation works (and 
the economies of scale implied in it) in the 
context of the predominance of small and 
fragmenting holding.s. To be economical, 
even a pumpset requires a minimum ir¬ 
rigated area which is much larger than the 
typical farm. Much of the surface water con¬ 
trol projects cover such extensive areas and 
call for mobilisation of resources on such 
a large scale that the state has to come in. 
Boyce suggests that the very considerable 
scope for labour-intensive ffirms of con¬ 
struction in this activity is “undermined by 
landowner disinterest attributable to for¬ 
midable difficulties of co-operation among 
themselves” and also to “the reluctance to 
employ large numbers of agricultural 
labourers at a single work site for a sustained 
period for fear of potential consequences”. 
The latter is an interesting observation, but 
no hard evidence is offered in support of it. 
In any case, with the state playing the leading 
role in such investments, the force of these 
arguments is considerably weakened. 

The difficulties of getting effective institu¬ 
tions to maintain and manage water control 
facilities on a continuing basis are cited: The 
weakness of local water control institutions 
managed by users is well known; as is the 
fact that the state managed systems are not 
conspicuously ■successful in this task. Boyce 
suggests that one possible reason for the 
general failure of such institutions to emerge 
at the local level in canal irrigated areas of 
West Bengal and Bangladesh is “that 
inequalities among water users make it more 
difficult to achieve social control... It may 
be easy to oiforce compliance from relatively 
small and powerless cultivators but effective 
limitation of water use by richer and more 
powerful individuals is another matter...”. 
This seems to me rather overstating the 
point, for access to water in such systems 
is influenced at least as much by location 
(the head-reacher is always better placed 
than the tail-ender) as by influence 
usociat^ with farm size. Since there are big 
farmers and influential people both at the 
head and at the tail and political channels 
of access to decision-making centres are 


open to both, the problems of controlling 
water supply cannot be reduced to ‘power’ 
equated to farm size alone. The development 
of ‘markets’ for groundwater is clearly an 
institutional innovation to get around in¬ 
divisibility, but Boyce, like many otheis, 
chooses to emphasise its potential for ag¬ 
gravating inequalities in land ownership. 
While the caution is well taken, we need far 
more evidence of the way water markets in 
fact work and their effects on buyers and 
sellers of water over a period of time. Where, 
as in Bengal, groundwater is relatively abun¬ 
dant, one would have thought that the 
sellers’ interest in finding buyers to make the 
investment economical would leave less 
room for them to manoeuvre land transfers 
in their favour. But this needs investigation. 

Boyce has made an important departure 
from conventional discussions on agrarian 
structure by focusing on the role of institu¬ 
tions to develop and manage common pro¬ 
duction resources like land and water; one 
could add ^dit al.so to this list. But the* 
discussion Is inadequate and incomplete; one 
needs to know more about why collective in¬ 
stitutions do not develop and take root. To 
explain this solely in terms of unequal 
distribution of land and power is an over¬ 
simplification. The returns to the collective 
effort, the basis for dividing the benefits and 
the fairness with which the allocative rules 
are in fact enforced also have a bearing. In 
some cases, the lack of a strong enough cen¬ 
tre of local power to enforce the rules fairly 
could be the problem. In the case of large, 
multi-village projects, where excessive 
dependence on the state bureaucracy seems 
to impede effective use, greater involvement 
of users in management of systems organised 
as autonomous entities may be important. 
On all these questions a great deal more 
research is obviously needed. 

For all their limitations, there can be no 
denying that the publications under review 
add substantially to our knowledge of the 
growth process in one of the most populous 
and problematic regions of the country. 
Boyce’s study is to be particularly commend¬ 
ed for going well beyond merely documen¬ 
ting the facts of the growth experience in 
AVest Bengal and Bangladesh and decompos¬ 
ing the growth into various components, to 
highlighting the great diversity of growth ex¬ 
perience in the region, and arguing that this 
experience may not be quite as dismaj as the 
official data suggest. More importantly, it 
does not confine itself to statistical descrip¬ 
tion, but grapples with the difficult task of 
unravelling the factors which determine 
growth and the diversity of the growth ex¬ 
perience. Such detailed analyses at the 
regional level, broadened and deepened to 
cover the development and use of common 
productive resources, the generation and 
spread of new varieties and the process of 
agricultural technique, the role of different 
types of state intervention together with their 
effect on costs and returns, are essential to 
funher our understanding of agricultural 
growth. 
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ChiUrman's Statement 



Shri RoMt C. Mehta 


GNFC achieves highest ever turnover of 
Rs. 344.21 crores despite adversities. 

100% capacity utilization sustained, fertilizer industry 
prospects certainly bright. 

Two projects being commissioned every year as 
scheduled. 

Narmada 150 Prince forges ahead in top gear. 


Ladim and Gentlemnn, 

I have sreal pleasure in welcoming yuu all to this Illh Annual Cieneral Meetingol 
your Company. I also take this opportunity to wish you a prosperous new year. 

The Directors' Report and Audited Accounts (or the year ended 30lh June, 1987 
have been si your hands lor quite some time and may I, therefore, with your 
permission, take them as read 

Year in Retroepeci 

The year 1986 87 has seen many turmoils at social, economical and political fronts. 
The severe drought conditions m most pans of the country and floods m some 
northern Slates have given severe loll to the progress cycle of the country. White 
the economy as a whole has severely suffered, the greatest victim of this drought 
situation IS the fertilicer industry It is caught up in a vicious circle of shrinkage of 
demand, unabated stock piling and conscqucnl discouni war. However, the 
initiatives taken recently by the Kertilirer Industry and Govt of India are likely to 
improve the situation The Govt of India has wisely curtailed imports, and the 
price discipline initiated by it, is beginning to allow results. The late rains during this 
Rahi season have some revitalising effect on fertiliser industry The demand for 
Nitrogenous fertilizers has picked upandshortage of phosphalic fertilizers is being 
slowly felt Further, the proposals made hy Fertilizer Industry for reimbursement 
of inventory coals are under active consideration of Govt of inrfra and wc hope to 
gel a favourable decision On Ihe one hand. Govt of India cspecis the industry to 
continue with Ihe production, and on the other hand it has restricted sales up to 
6<W> of Its production capacity by reducing allocations under Essential 
Commodities Act Theielore, Ihe protkirtion beyond60h. ol the capacity is stored 
by the Industry and it is quite reasonable that Industry expects Ciovt. of Incka to 
reimburse this additional cost ol inventory 

Future of the Fertilizer Industry 

Some doubts have been raised about the futiee of Fertilizer Industry and people 
look at It with certain degree ol pessimism. Let us examine how fartheir pessimism 
hold good Ours is ,in agro based economy and Agriculture will continue to have 
Its key role in natxmal economy Any set back on this front will have far reaching 
consequences The country will have to produce food grams ol about 180 million 
tons bv 1989 90, 200 millxjn tons liy 1994 95 and 235 to 240 million Ions by 
2000 AD, to (eed its growing population Thus by the end of Ihe 7th Plan, Ihe 
country will have to prnefrice 30 million tons more loodgrains than the highest 
production of 150 milixm tons achieved dunng 6th Plan period. To achieve this 
target, more resources and efforts will have lo be diverted towards Agriculture. 
7 herefore, besides Increasing the irrigation facilities, Ihe main input ol fertilizers 
wilt have to he provided to the soil. Considering the average fertilizer crop 
response ratio ol 1.10 in Indian agncullure, the present consumption of fertilizers 
will have to be increased by another 8 5 million tons before we enter the 21sl 
century. On Ihe basis ol the demand estimates and present andfuture production 
capacity worked out hy the Planning Commissun. there w8l be a gap of about 6 
lakh tons of fertilizers in 1989 90,20 lakh tons in 1994-95 and 40 lakh tons by the 
turn of the century. Thus future of Fertilizer industry is certainly bright. What is 
needed is a careful nurtunng ol the industry and the agriailtural economy during 
the-critical penod ahead 

Financial Highlights 

You might have observed from the Directors’ Report, that despite unprecedented 
drought situation in the country and severe glut in fertilizer market due lo 
excessive imports and stagnant demand, your company has achieved a turnover 
of Rs 344.21 crores and a gross profit of Rs. 68.47 crores. A net profrt of 
Rs. 18.67 crores has bean achieved alter providing for Rs. 46 crores for 
depreciation and Rs. 3 5 crores lor taxation I am sure, in the given 
circumstances, all of you will consider this to be a salisfacloiy peiformanct. 


.* 


Dividend 

Ke>mmg in view the working results of the year under review, your Direciorshaw 
recommended declaration of dividend at the rate of Rs 1.80 per fully paid equity 
shares of Rs. 10/ each, subieci to dediictnn of lax at source as per the provisions 
ol Ihe Income Tax Act, 1%1. 

Production 

You might have observed that your Company has achieved over lOfft. capacity 
utilization m Urea and Methanol plants and around 93% in Ammonia Plant during 
the year 1986 87 with a production of 6,10,176 MTSofUrea, 4,12,624 MTS of 
Ammonia and 21.806 MTS ol Methanol. The performance ol Ihe Company's 
plants during Ihe first 5 months ol Ihe current year 1987 88 has been exceedingly 
well with I id'll capacity utilization ol Urea Plant. 108% for Methanol Plant and95 
for Ammonia Plant. 

Marketing 

Despite the adverse market conditkins mentioned earlier, your Company was able 
10 sell 8.70 lakh tone of fertilizers as against 7 68 lakh tons of last year Thesalesol 
Industrial Products also increased by 64 O^liasil rose from Rs. 27 25 crores toRs 
44.94 crores. Your Company has already sold all the quantities nf Urea allocated 
to it for Ihe last Kharif season and fi fully confident of marketing Ihe quantity 
allocated to it for the Rabi of 1987-88 

Promotionat Activkies 

Your Company has continued its promotionai activilies by way of Demonstratioiv 
Farms, Kisan Melas, Seminars, etc The Khedut Sahay Kenifras were frirlher 
activated. The Company has created addilional storage facilities m the remote 
rural areas and has maintained exceBent rapport up tovillage level. The Company 
has also continued its Village Adoption programme 

The Company is running a mobile medical van fully equipped with a qualified 
doctor and medicines, lor Ihe benefit of backward villages of Bharuch District 

The unprecedented drought condition has posed a new challenge to the Slate of 
Gui.rrat and your Company has not lagged behind in augnenling the ^ortsof Ihe 
State in combating the acute shortage of fodder. The Company has grown fodder 
in 300 acres of land and will provide about 5000 tons of nutritious fodder to Ihe 
drought-affected areas. So far your Company has prcsiided about 2000 tons ol 
fodder lo vanous cattle camps in Gujarat, 

Awards 

Your Comp-iny has bagged following prestigious awards/prizes dumig the year. 

a) FICCI Award lor Environmental — Preservation and Pollution Control. 

b) ICMA Award (or Environmental Control Strategies and Safety in Cheincal 
Plants. 

c) National Safely Council, U.S.A., Award for operating 20,73,000 employee 
hours without an occupational injury or illneas involving days away from work, 
or death. 

d) GujaratSafetyCouncJAwardforworkinglMllllonmanhourswfthautinfriry. 

e) National Productivity Council Award foi productivity in FertiUzer biduitiy. 
0 Baroda Productivity CouncB Award for productivity, creativity and 

innovation. 

Fined Dapoait Schama 

The fixed depoait scheme of your Company has raoaiyadiivar-aihtimingrsapanac 
and so far more than Ra. 32 cram have ba«i laeeiNd hy «M|taf taddipadli 
which ehows the confidence, your Company It ait|a|fih| pm oitp t dw jnvatiing 
public. 
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ipdMkm Mid Diversification 

itr Compoiy hat mads a goad prawns in the impiemenlation of itt expansion 
d riiverefication programmes to that the dependence on fertilizer subsiiV will 
idually reduce. During the gear 1986.87, two pro|ects, the Captive Pouer 
:)ccl fPhaae — I) of 25 MW capacity and 600 TPA Butachlor F7i])ect, were 
^missioned. During the year 1987.n two more projects, namely EPABX 
nKt with a capacity to manufacture 20,000 Ines and Printed Circuit Board _ 
Jiert with a capacity to manufacture44,000Sq. Mts uniliar and muhiliat Printed ‘ 
rcuit Boards, will be commissioned. Thereafter, during the year 1988.89,5000 
A Formic Acid Project and Phase — 11 of Captive Power PIml to generate 
diinnal 25 MW of power will be commissioned. Thus every year two projects 
I be committioned m coming two years, in addition to projects mentioned 
reafter. 

drophosphatc, Calciiim Ammonium Nitrate and Concentrated 
Uric Acid Projects 

ere has been substanlial progress in the implementation of Nilrophosphate 
ml of 1,42,500TPA capacity. Calcium Ammonium Nitrate Plant of 1,42,500 TPA 
Concentrated Nitric Acid Plant of 33,000 TPA capacity at a cost of about 
237 crores. Civil works have commenced in hill swing an-.! it is expected that 
inng unforeseen circumstances, all the three plants will be commissional 
*i,iids the end of 1989. 

00,000 TPA Methanol Project 

irCiovt of India has approved the techmral collaboration contracts awarded to 
ivo Engineering Corporation, Japan, for the establishment of 1,00,000 TPA 
itlianol Project at a cost of Rs 75 crores and ynur Company is going ahead with 
I speed to commission the same liy the end of 1989 

olour TV Glass Shell Project 

1 'believe that our Colour TV Ola.ss Shell Project to he put up at a cost of Rs 185 
iires at village Borkhadi in Sural Districl will be cleared soon by Govt of Inda 
informed to you last year, tlie necessary contracts for this project have been 
.arcled to M/s Owens Illinois of I J.S.A. and land lor this protect has already been 
quired. 

cooler Project 

If commercial j»oduclion for Phase ■ I of 50,000 Scooters per annum prefect 
15 commenced from 1 7 1987 and except lor the expansion of the macNneehop, 

1 facilities to increase the production to 1,00,000 Scooters per annum have been 
idbliShed A target of producing 47,500 Scooters during the year 1987 88 baa 
len fixed and Gujarat Narmada Auto Limited (GNAL) is fully geared up to reach 
K target Yet another significani feature of the Narmada 150 Prince Scooter is 
^ It has not only started gaming acceptability in scooter market, but in many 
iris It has licen acclaimed as a better scooter on account of its attractive coloun, 
iirdiness and its highest fuel efficiency in ISO CC two wheelers. Recently a 
eluxe model of Narmada 150 has been introduced. Gujarat Narmada Auto Ltd 
also plwning to go into manufacture of 3.wheelers You might have observed 
sm Directors' Report that Narmada 150 Prince has scored over other ISO CC 
ooters at natnnal level competition. 


Phoaphoric Acid Project at Jebei All, U.A,E. 

Your Company has gone ahead with the establishmeni of 500 TPO Phosphoric 
Acid Project at Jebei All, U. A.E. in jomt venture with Mozak International Inc. A 
new company in the name of 'Emiratea Narmada Industries pic." has been 
registered in U.K. The work of detailed engineering for ojlsites will he carried out 
by your Company. The total coat lor this project has been estimated at USD 71.5 
million out of wNch an equity component will be USD 20 million. Your Company 
will subscribe for USD 4 million by way of export of machinery and equipment 
from India. Several foreign banks have shown interest in loan syndication for this 
project and it is expected that hy March, 1988, financial tieup will be finalised 

Gujarat InMtcticidea Limhed 

Your Company has decided to takeover Gujarat Insecticides Limited (GIL) which 
IS engaged in the business of manufacture of pesticides and insecticides at its 
factory at Ankleshwar, For the purpose, your Company wi acquire 51% equity 
shares of GIL — 49% from M/a Gharda Chemicals ^t. Ltd. Group and 2% from 
Gujarat Agro Industries Corporatxm. The Memorandum of Understanding for 
such lakeovM has been signed snd necessary approvals are awaited 

Petrochemical* Complex 

Your Company has approached Govi of India with a request to issue a letter of 
intent for 3,2Q,(X]0 TPA Ethylene cracker project with twodown stream prqects at 
an estimated cost of about Rs. 1200 crores The matter ia under active 
consideration of Govt, of India 
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Statement olSHRI ROHIT C. MEHTA, Chairman, Gujaral Narmada Valley 
Fertilizers Company Limited, al the llthAnnualGeneralMeetingofllie Company 
held on 23rd Decemlier, 1987 al 3 p m at the Rcgisiered Offire nl the Company 

This does not purport to be the proceedings ol the Annual Geqeral Meeting. 
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SPECIAL ARTICLE 


Structural Changes in the World Economy 

Implications for Development Policy and International 

Co-operation 


KIN Ral 

The world economy had by (he beginning of the 1980s reached a state of near stagnation, with total output 
volume rising no more than 1.9per cent in 1980 and 0.9per cent in 1981, and total export volume actually declining 
by 1 per cent in 1981. Though there has been no general breakdown of the kind experienced between 1929 and 
1931, sharp changes in prices and interest rates have brought several countries close to the point of default on 
their'rapidly growing debts, massive short-term capital movements have further destabilised exchange rates, and 
the possibility of a mqjor financial collapse with global repercussions cannot be ruled out. Clearly these are symp¬ 
toms of a deeper malaise, not amenable to traditional policy prescriptions. 

This paper attempts to identify the important structural changes that have taken place in the world economy 
over the last quarter of a century, examine what brought them about and how they have effected its functioning 
and performance, and consider what the policy implications ate for the resumption of growth and development 
on a reasonably stable basis. 


BY world «;onotny we mean essentially the 
network of economies that are linked 
together through: (a) international trade in 
commodities and non-factor, services: 
(b) international movements of labour, 
capital and technology and related transfers 
of income; as well as (c) the rules and 
understandings, particularly in regard to 
trade and financial arrangements, which 
make such activities and relationships 
possible. Its structure is therefore multi¬ 
dimensional, and depends not only on the 
relative magnitude of these international 
flows, their composition and direction but 
on the whole range of economic activities 
and institutional arrangements they are 
associated with, and above all on the respec¬ 
tive positions of different countries (and 
groups of countries) within this global 
framework. Naturally changes are taking 
place within this framework ail the time in 
response to various developments, such as 
growth and fluctuations within the consti¬ 
tuent economies and new relationships and 
arrangements as they emerge; but we speak 
of major structural changes in the world 
economy only when over a period they make 
a substantial difference to its overall 
character and performance and/or call into 
question very seriously the rules and under¬ 
standings on which the whole network of 
relationships happens to be based. 

Such major structural changes, it has been 
obvious in retrospect, accounted in no small 
measure for the global economic crisis that 
developed in the period between the two 
World Wars. Analytical studies relating to 
this period trace its roots partly to trends 
that had set in well before 1913, such as ero¬ 
sion in the competitive power of British 
manufactures in the world market, the 
pressure of rapidly expanding trade and 
capital movements on the limited gold 
reserves available for settling payments 


diftcits, and the increasingly critical rote of 
the United States in this context; and partly 
to the further strains placed on the system 
by the First World War through inflation, 
imbalances in the markets for primary pro¬ 
ducts, and massive external borrowing 
resorted to by many European countries 
during and after the War. However, neither 
the dimensions of the changes that were 
being so brought about nor their implica¬ 
tions for the functioning of the world 
economy were evident then to most contem¬ 
porary observers. A good many of the 
policies followed during this period had 
therefore the effect of not only adding 
greatly to the problems of structured adjust¬ 
ment but aggravating the instabilities within 
the existing system, and little attention was 
paid to the required changes in institutional 
arrangements. It was only after the Second 
World War that lessons learnt from the 
Great Depression could become the basis for 
such institutional changes and for a different 
orientation of policies at the national and 
international level. 

Whether a similar situation has been 
reached now is not altogether certain but 
there are some good reasons in favour of 
such a presumption. Several important 
changes of a structural nature have taken 
place since the end of the Second World War. 
particularly in the period between the middle 
of the 1950$ and the end of the 1970s cover¬ 
ing about a quarter of a century. The first 
half of this period witness^ unprecedented 
rates of growth, in world output of manufac¬ 
turers and primary products as well as in 
world trade, much as in the years 1900-1913; 
and this has been followed by a period of 
much lower rates of growth, characterised 
by sharp changes in prices and exchange 
rates, agidn rather like in the years 1913-1926. 
The available data covering these different 
periods, upto 1977, are presented in Ihbie 1. 


By the beginning of the 1980s the world 
economy had reached a state of near stagna¬ 
tion, with total output volume rising no 
more than 1.9 per cent in 1980 and 0.9 per 
cent in 1981, and total export volume 
actually declining by 1 per cent in 1981. 
Though there has been no general break¬ 
down of the kind experienced between 1929 
and 1931, sharp changes in prices and in¬ 
terest rates have brought severarcountries 
close to the point of default on their rapidly 
growing debts, massive short-term capital 
movements have further destabilised ex¬ 
change rates, and the possibility of a major 
financial collapse with global repercussions 
cannot be ruled out. These are clearly symp¬ 
toms of a deeper malaise, no more amenable 
to tradition^ .policy prescriptions than 
perhaps in the 1920s. 

An attempt is therefore made in this paper 
to identify the important structural changes 
that have taken place in the world economy 
over the last quarter of a century, examine 
what brought them about and how th^ have 
affected its functioning and performance; 
and consider what the policy implications 
ue for the resumption of growth and 
development on a reasonably stable basis. 

Global Growth Trends 

The United Nations classifles countries 
generally in terms of three broad economic 
groupings: developed market economies, 
developing market economies, and centndly 
plann^ econoinies. At this lewl of aggrega¬ 
tion the changes that have taken place in the 
world economy do not stand out very clearly. 
For instance, the rdative shares of the three 
groups in world output an>ear to have been 
remarkably stable over the two decades from 
1950 to 1970, though wide differences in 
rates of growth during this period are known 
to have changed significantly the relative 
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positions of important countries and 
groups of countries. More disaggregation is 
therefore necessary to bring out such 
changes, as will be evident from Ikbie 3. 

These estimates have no doubt a wide 
margin of error, particularly on account of 
the use of current prices and exchange rates 
for vaiuation and the problems involved in 
deriving estimates of gross domestic product 
from estimates of net material product in the 
centrally planned economies. Nevertheless 
they may be taken, with due qualiHcations, 
as broadly indicative of proportions and 
trends. 

A major change that can be observed here 
is in the relative share of Europe in the total 
output of developed market economies, 
from less than one-third in 19S0 to a little 
under one half by 1980, We have reason to 
suppose that this share had been failing from 
the turn of the century, reflecting the higher 
rates of growth of productivity (and of the 
labour force) in the United States which had 
already emerged as a major industrial power. 
The decline must have been further accen¬ 
tuated by the two World Wars and the 
economic and political convulsions in 
between, since real GDP per capita in the 
United States was about 70 per cent higher 
in 1950 than in 1913 while in Europe it was 
only 20 per cent higher.' The subsequent 


increase in the relative share of Europe 
marks therefore the reversal of a trend that 
had set in over a fairly long period. 

What lends further significance to this 
reversal is the rapid rate at which per capita 
real GOP grew thereafter. As can be seen 
from Ihble 3, even the lowest rate recorded 
(which was in the already industrialised 
countries of Western Europe) exceeded the 
rate of increase in the United States by over 
two-thirds; it was twice as high in the less 
industrialised countries of Southern Europe 
and more than VA times as high in the cen¬ 
trally planned economies of Eastern Europe. 

Though the rates of growth declined in the 
1970s, per capita GDP in Western Europe 
nearly levelled up with that of the United 
States in the course of this decade; and 
since it had also a larger population, the 
gross domestic product of Western Europe 
alone grew larger than that of the United 
States by a margin of well over 20 per cent 
(see Thble 4). 

Changes in Relative Trade Shares 

What effect did this rapid growth, in the 
relative weight of the market economies of 
Europe have on world trade? It has been 
often assumed that the ratio of world trade 
to world output was much higher before the 
First World War than after; that the decline 


in this ratio was partly due to the growing 
share of the Unit^ States in world output, 
and its lower import deixndence compared 
to countries like the United Kingdom which 
had dominated the world economy earlier; 
and that all this had made trade a less power¬ 
ful "engine of growth transmission”. 

In reltuion to world production, international 
trade is smaller than it was some fifty or hun¬ 
dred years aga If we assume; as seems in fact 
to be the case, that roughly one-tenth of the 
value of commodities produced in the world 
now enters into international trade; this pro¬ 
portion was probably something like one- 
sixth in the years before the First World 
War... The lag of iniemadonal trade behind 
the growth of world output since 1928 is 
partly due to the fact that production has 
increased especially in countries such as in 
the United States whose relative weight in 
world output is greater than in trade.^ 

If this were so we must expect the rapid 
growth of the more highly import-dependent 
economies of Europe after 1950 to have 
raised significantly the ratio of world trade 
to world output, and thereby made trade 
once again a powerful engine of growth 
transmission. Did this happen? 

At the global level there was indeed some 
increase in the ratio of trade to output, but 
it was really quite marginal in the period 
1950-1970 when the market economies of 
Europe grew most rapidly relative to the 
United States. In fact, during this period, the 
ratio rose in the United States as well, no 
less than in Europe (see Thble 5). It was only 
after 1970 that the ratio registered signifi¬ 
cant increases; and this was presumably the 
result mainly of the sharp rise in the relative 
prices of trade goods following increases in 
the price of oil from 1973. 

Acxmdly, the main impact of rapid growth 
in the market economies of Europe in the 
course of the 19S0s and 1960s appears to 
have been not so much on the overall ratio 
of world trada to world output as on the 
relative proportion of the trade among 
themselves to their total world trade. It will 
be seen from Ihble 6 that the share of 
imports from within Europe rose from less 
than one half to nearly two-thirds of the 
total imports between 1955 and 1970; that 
the percentage share of imports from the 
United States was nearly halved between 
1955 and 1980; and that there was a .similar 
decline in the percentage share of imports 
from other developed market economies. 

Since the percentage share of imports 
from developing countries also fell 
significantly between 1955 and 1980, one 
would be justified in drawing the conclusion 
that, while rapid growth of output was 
associated with the much closer integration 
of the market economies of Europe through 
trade during this period, such integration 
was at least in part at the expense of trade 
with both developed and developing coun¬ 
tries outside Europe. 

This decline in the relative share of 
Europe’s trade with developing countries 
together with the rapid increase in intra- 
European trade, in a period when real .GDP 


T^BLt 1: Annual Rails of Growth of Population, Output and Trade in the World 

Economy, 1900-1977 


Period 

Population 

Output Volume 

Trade Volume 

Primary 

Products 

Manufac¬ 

tures 

Primary 

Products 

Manufac¬ 

tures 

1900 to 1913 

0.5 

2.4 

5.1 

3.3 

7.1 

1913 to 1926-30 

0.7 

1.5 

3.0 

2.1 

1.5 

1926-30 to 1936-38 

1.3 

1.1 

3.> 

0.3 

-1.2 

1936-38 to 1954-56 

1.5 

2.0 

7.0 

1.0 

4.6 

1954-56 to 1969-71 

2.1 

3.2 

10.1 

8.5 

16.6 

1969-71 to 1975-77 

2.2 

1.9 

5.8 

4.6 

9.2 


.Vou/ce: Computed from data presented by R L Major in “Recent Trends in World Trade in 
Manufactures". Cf R A Batchelor, R L Major and A D Morgan, ‘‘Industrialisation and 
Basis for World TVadc" (Cambridge University Press, 1980). 


Table 2: Percentage Shares in Woki.d Population and Gross Domestic Producf 1950-1980 

Popu- Gross Domestic Product , 

lation ( valued at current prices and exchange rates) 



(1980) 

1950 

1960 

1965 

197P 

1975 

1980 

Developed market economies 

17.7 

67.7 

67.6 

67.3 

67.8 

65.5 

65.1 

Developing market economies 

50.5 

12.7 

13.1 

12.8 

12.4 

15.1 

17.9 

Centrally planned economies 

31.8 

16.9 

19.4 

19.9 

19.7 

19.3 

17.0 

World 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

United States 

28.3 

59.6 

53.8 

49.5 

46.1 

36.9 

33.6 

Europe (market economies) 

47.2 

31.1 

34.4 

37.0 

36.9 

42.9 

45.8 

Japan 

14.8 

2.3 

4.6 

6.6 

9.6 

12.1 

13.5 

Other developed market economies 

9.7 

7.0 

7.2 

6.9 

7.4 

8.1 

7.1 

Developed market economies 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Countries with per capita GDP of 








over $ 1,500 in 1980 

19.6 

, , 

44.3 

42.2 

50.0 

57.0 

62.6 

Countries with per capita GDP of 








S 500-1,500 in 1980 

18.4 

, . 

20.6 

20.3 

20.2 

21.2 

20.1 

Countries with per capita GDP of 








under S 500 in 1980 

62.1 

.. 

35.1 

37.5 

29.8 

21.9 

17J 

Developing market economies 

100.0 

•• 

100.0 

100.0 

100.0 

100.0 

100.0 


SoimnR Compiled from dau furnished in UNCTAD, “Handbook of International Hade and 
Development Statistics”, 1983, tables 6.1 and 6.3. 
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per capita in Europe was itself rising at a 
rate of over 4 per cent per annum, was part 
of a more general trend among developed 
economies to trade more among themselves. 
Up to the early 1930s, intra-trade among 
industrial countries accounted for rather less 
than half the increases in their total exports; 
between then and the late 1950s, its share was 
somewhat higher than one half;’ between 
1935 and 1970, the percentage share of intra¬ 
trade was still higher, and increasing not only 
in Europe and among the North Atlantic 
countries but among all developed market 
ecoAomies (see Ikblc 7).^ There was a cor¬ 
responding fall in the relative share of 
developing economies in world trade, a 
decline that is striking when oil exports are 
separated from the rest of their exports 
(see Thble 8). 

What explains the.se very sharp and 
distinctive trends in the period 1955-1970? 
It is to this question that the following two 
sections are addressed. 

INDUSTRIAI.ISATION AS BASIS FOR TRADE 

AMONG Developed Economies 

The expansion, in intra-trade among the 
industrialised developed market economies 
was mainly the result of some structural 
changes within them reflecting a number of 
new developments: rapid growth in the con¬ 
sumption of manufactured products (along 
with rapid increase in per capita incomes), 
progressive relaxation of policies restricting 
trade (particularly in Western Europe), 
increasing specialisation in manufacture 
(associated with a wide range of sophisti¬ 
cated products), and rapid expansion of 

multinational enterprises promoting new 
technology, new patterns of consumption, 
and new forms of vertical and horizontal 
integration of business activity. The last 
three had the effect of increasing the import 
content of manufactured products in nvost 
of these countries, reversing (as we shall see 
later) an earlier trend. 

Dmand for manufactured products 
rose rapidly in the developed industrial 
economies not only on account of the 
tendency for the relative share of food to 
decline in household consumption as 
incomes rise (as postulated in the well- 
known Engels’ Law), but also in response 
to the growing substitution of synthetic 
materials for natural products in the 
manufacture of various goods and the in¬ 
creasing requirements of machinery and 
other capital goods for sustaining high and 
rising rates of investment.’ It is therefore 
the absorption of all manufactured goods 
that is really relevant in this context, not just 
of those products that enter into final 
consumption. 

ki 1937, just before the Second World 
Whr, per ci^ta absorption of manufactures 
in this briMider sense was nearly 2Vi times 
as high in the industrial countries of North 
America (i e, in the United States and 
CaiMn taken together) as 

if and six times as high i^Mstom 


Buro|ih as in Japan. The following decade 
made ^ rdative position of Western Europe 
and Japan still worse as a result of the Wm 
However, higher rates of growth of invest¬ 
ment and per capita income in the subse¬ 
quent three decades enabled them to catch 
up vrith the high levels of per capita absorp¬ 
tion of manufacturers abeady attained in 
North America.^ Indeed, the higher rates of 
growth of output during this period in 
Western Europe and Japan were in part an 
outcome of the considerable potential for 
expanding output of manufactures which 
the wide differences in per capita absorption 
at the end of the Vto offered in these already 
industrialised countries. 

It will be seen from Ihble 9 that: (a) per 
capita absorption of manufactures, after 
rising by less than one-third between 1950 
and 1963, continued to rise in the United 
States by again a third between 1%3 and 
1971, but that it rose very much more in 
Western Europe (more than trebling between 
1930 and 1971) and in Japan (where it 
increased 25-foid); and (b) as a result, by 
1971, per capita absorption in Western 
Europe was nearly 60 per cent of the level 
in North America (compared to no more 
than one-third in 1950), while in Japan it had 
come up to about two-thirds of the level 
attained in Western Europe. All this implied 
a compound rate of growth of about 3 per 
cent per annum in per capita absorption of 
manufactures in the United States, of 5'A 
to 6 per cent per annum in Western Europe, 
and IS per cent per annum in Japan between 
1955 and 1971. 

A no less significant departure from 
earlier trends was the increase in the import 
content of the total supplies of manufactures 
in most of these countries from about the 
end of the 1950s. The share of imports had 
fallen fairly sharply in the course of the first 
half of the century, as will be evident from 
estimates presented in Ihble 10; but this was 
reversed so sharply from then on, that the 
import ratio for industrial countries as a 
whole exceeded its 1899 level by li971 and 
was nearly three times as high in the United 


States. ’The change, though universal 
among the industrial countries, has on the 
whole been most marked in the big ones 
where the import content of supplies is par¬ 
ticularly low (the United States, the United 
Kingdom and Germany)”.* 

The rise in import ratios in the case of the 
United Statta, the United Kingdom and Wnt 
Germany was in part a reflection of declin¬ 
ing competitiveness in world export markets, 
more so after 1963.* However, within this 
broad setting, the most important factor 
promoting intra-tiade among the industrial 
countries on a larger scale and more imports 
of manufactures from each other was tariff 
reduction along with trade liberalisation. 
The integration of economies in Western 
Europe through the formation of EEC and 
EFTA had already helped to encourage 
“intra-industry as oppos^ to inter-industry 
specialisation in production and tradtf’;** in 
North America, simiiar stimulus was given 
by the Canadian-United States Automotive 
Agreement." The Kennedy Round of tariff 
reductions gave further impetus to the pro¬ 
cess in Europe; and the Dillon Round in the 
United States. According to one estimate; the 
successive tariff reductions explain, for all 
but a few countries, most of the increase in 
the import ratio between 1963 and 1971. 
“Cuts in duties came at a time when firms 
were growing, transport costs were falling 
relatively and incomes were growing rapidly, 
so that producers were increasingly able to 


Tabi e 4: Population and Gross Oomf-stic 
Product in Europe and the 
United States. 1980 



Popula- 

Cross 

GDP 


tion (in Domestic 

Per 


millions) Product 

Capita 



(in bil- 

(in 



lions of 
dollars) 

dollars) 

WiNtern Europe 

291 

3,169 

10,903 

Southern Europe 124 

391 

3,144 

Eastern Europe 

377 

1,696 

4,502 

United States 

222 

2,599 

11,700 


Table 3: Growth of Gross Domestic Product, 1930 52 to 1967-69 



Percentage Shares 
in GDP 

Annual Compound Growth 
Rate, 1950-52 to 1967-69 


1950 

1959 

GDP 

GDP Per 
Capita 

Market Economies of 

Industrial Western Europe 

61 

52 

4.6 

3.8 

Southern Europe 

8 

8 

5.9 

4.4 

Centrally planned economies of 
. Extern Europe 

31 

40 

7.0 

5.6 

Europ«- 

100 

lOO 

S.5 

4.4 

Europe 

37 

41 

5.5 

4.4 

United States 

41 

35 

3.7 

2.2 

Other developed economies 

7 

10 

7.2 

5.6 

Developing economies 

15 

14 

4.8 

2.3 

World (excluding centrally planned 
eemomies of Asia) 

100 

100 

5.0 

5d> 


Source; UN Economic Cominission for Europe, “The EuropearrEconomy from the. 19S0s to 
the 1970s” (1972), pp 3-4. 
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ocploit the new conditions to sell new and 
difTerentiated products to a growing mass 
market, tbeietv raising the proportion of 
intra-industry trade”. 

Multinational enterprises were a major 
agency through which such growth of tr^e 
took place From the 19S0s they not only 
concentrated their operations increasingly on 
the industrialised countries of \Mestern 
Europe but naively promoted international 
sub-contracting, produaion of components 


in different locations, intra-industry 
specialisation in trade, and above all 
technological upgrading involving both crea¬ 
tion of new ptoduas and economies of 
scale By 1970, inter-branch transfers of 
goods within multinational corporations 
accounted for over 20 per cent of the tot^ 
exports of manufactures from the United 
States, 24 per cent of the exports from the 
United Kingdom, and 15 to 20 per cent of 
the total world trade in manufaaures.*^ 


Tables: Ratio of Commodity Imports to Gross Domestic Product, 1950-1980 

(At current < 00068 ) 



1950 

1960 

1965 

1970 

1975 

1980 

United States 

(1.7) 

2.9 

'3.0 

4.0 

6.1 

9.4 

Europe 


16.7 

16.2 

18.2 

21.0 

25.2 

Japan 


9.0 

7.5 

7.6 

10.1 

12.0 

Developed market economies ' 


8.8 

9.0 

10.3 

13.9 

17.5 

Developing market economies 

Centrally planned economies of Europe 


16.1 

14.1 

14.7 

21.0 

21.9 

(including the Soviet Union) 


6.1 

5.9 

5.9 

8.9 

8.5 

Wm-ld 

8.5 

9.2 

9.0 

9.9 

13.8 

16.9 


Note and sources: The fob value of world commodity exports to the respeaive countries/coun¬ 
try groupings is taken here as equivaient to their “imports” from the rest 
of the world. The estimate for United States for 1930 is based on actual im¬ 
ports at ci f value as reported in official publications. Bjr the rest, the estimates 
are based on data furnished in UNCTAD, “Handbook of international IVade 
and Development Stati.stics”, tables 6.3 and A.!. 


Table 6: Pebcentaoe Shares oe CoMMootTv Imports into the Market Economies of Europe 

Bv Source, 1955-1980 



1955 

I960 

1965 

1970 

1973 

1980 

Total commodity “imports”* 

(in billions of dollars) 

39.2 

54.1 

83.2 

143.1 

373.0 

885.3 

Percentage shares by source; 

Developed market economies of 

Europe 

49.7 

34.2 

60.6 

64.2 

62.5 

62.0 

Unit^ States 

13.0 

13.1 

10.1 

9.8 

7.7 

7.1 

Other 

8.9 

7.4 

7.5 

6.3 

5.0 

5.0 

Centrally planned economies 

of Europe 

3.6 

4.3 

4.3 

4.3 

4.9 

5.0 

Developing market economies 

24.2 

20.7 

17.5 

15.1 

19.7 

20.6 


Note: a “Imports” are reckoned as indicated in the footnote to Ikble 5. 


Table 7: Intra-Trade among Developed Market Economies: Percentaoe Share of 
Commodity Exports to Countries within the Respective Group, 1933-1980 

1955 1960 1963 1970 1975 1980 


Developed market economies 


of Europe 

North Atlantic countries 
(US, Canada, market economies of 

53.2 

56.9 

64a 

66.8 

64.2 

67.8 

Europe) 

63.2 

64.4 

68.8 

71.8 

66.5 

68.5 

All developed market economies 

69.7 

70.5 

74.4 

76.9 

69.6 

70.9 


Table 8: Relative Share of Developing Economies in World Exports 

(/n percentages) 



1950 1955 

1960 

1965 

1970 

1975 

1980 

Total exports of developing 
countries 

30.8 23.3 

21.4 

19.3 

17.6 

24a 

28.0 

Exports of mineral fuels, 
lubricants, etc, from 
developing 
countries 

6.3 

6.0 

6.1 

5.9 

14.4 

17.4 

Other exports 

19.0 

15.4 

13.2 

11.7 

9.8 

10.7 
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In principle, multinational enterprises 
could have nevertheless had the effea.of 
reducing international trade, since factor 
movements could be a substitute for com¬ 
modity movements particularly in the con¬ 
text of high tariffs and other import restric¬ 
tions. There is indeed some evidence that 
American multinationals had such effea on 
exports from the United States.’’ The in¬ 
tegration of Western Europe and successive 
reduaions in tariff barriers seem to have 
however helped to make their trade- 
promoting activities as great as or greater 
than their trade-reducing activities.'* 

Primary Products and Manukactures 
IN Exports of Developing Economies 

While the expansion in intra-trade among 
the developed industrialised economies was 
thus the result mainly of the enhanced trade 
possibilities associated with rapid growth of 
manufaaures, the sharp decline in the 
relative share of developing countries in 
world exports, exclusive of mineral oil, was 
primarily a reflection of the growing con¬ 
straints on the exports of food and' 
agricultural raw materials from these coun¬ 
tries and of the deterioration in the relative 
unit prices of these products from the middle 
of the 19S0s. In 1955 these two categories 
of exports accounted for over 76 per cent 
of the total earnings of developing countries 
from commodity exports other than mineral 
oil; their share fell to about 55 per cent by 
1970 and less than 40 per cent by 1980. 

Even earlier the developed market 
economies as a whole were largely self- 
sufficient in foods originating in the 
temperate zone, and their imports were 
hence confined mainly to certain tropical 
foods and beverages. This not only con¬ 
tinued to be the case but from the 1970$ their 
demand for even *the tropical products 
ceased to grow significantly with rising in¬ 
comes. Shiftsitowards increasing consump¬ 
tion of meat did raise the demand for coarse 
grains and other animal feed, thus enabling 
some of the relatively land-abundant coun¬ 
tries (such as those of Latin America) to 
increase their exports of these products: but 
here too compaing supplies from within 
developed countries were large enough to 
prevent any large gains from being made. 
There was some growth in demand for agri¬ 
cultural raw materials in the 1960s despite 
rapid expansion in the output of synthaic 
materials, but this trend was reversed in the 
1970s. An important source of growth in 
demand for imports of industrial materials 
from developing countries was the depen¬ 
dence of steel, aluminium and other maal 
industries in the advanced countries on im¬ 
ported ores; this too began to. flatten out in 
the latter part of the 1970s. The quantitative 
changes brought about by all these different 
factors on the annual rate of consumption 
and imports of primary commodities (ex¬ 
cluding mineral oil) by developed marka 
economies are reflected in estimates at con¬ 
stant prices covering the last two decades in 
Ihble II. 
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It iMt not ontil after the middle of the 
I960s;that manufactures began to assume 
prominence among the exports of develop¬ 
ing countries; and even then they grew to 
significant proportions only in the region of 
South and South-l^t Asia (as will be evi¬ 
dent from Ihble 12). and to a lesser degree 
in Latin America. Therefore. unUke in the 
case of the developed industrial economies, 
exports were not a major source of growth 
for developing economies except among 
those that were exporters of mineral oil and, 
on a more limited scale, among a few that 
becanu prominent exporters of manufac¬ 
tures from about the beginning of the 
1970s.” 

Growth disrvrities amono 
Developing Economies 

. Nevertheless, developing economies as a 
whole grew at a slightly higher rate than the 
develop^ in the course of the 1960s and the 
decline in this rate in the following decade 
was relatively mild. In the process, the sec¬ 
toral share of manufactures rose from less 
than IS per cent of their gross domestic pro¬ 
duct in 1960 to over 19 per cent in 1980. In 
Latin America the pace of industrialisation 
was so rapid that manufactures accounted 
for well over a quarter of the gross domestic 
product by the end of this period, almost as 
much as in mature industrialired economies. 
What explains this performance? 


An important element in the explanation 
is no doubt that agricultural ou4>ut grew at 
an average rate of over IV* per cent per 
annum in the developing economies over 
these two decades, at a somewhat higher rate 
in fact than in the developed. Latin America 
did. better in this respect than Africa and 
even Asia. Another related element has been 
increase in the rates of capital formation, 
from less than 18 per cent of GDP in 1960 
to nearly 20 per cent by 1970 and around 
25 per cent from the middle of the 1970s. 

A no less important reason for the 
relatively high rates of growth achieved 
during this period was that, in several 
developing countries (particularly in Latin 
America), the levels of per capita income 
were already high enough to generate con¬ 
siderable demand for manufactured pro¬ 
ducts. This made it possible to increase the 
output of manufactures rapidly through 
industrialisation based largely on import- 
substitution. Even in India,' despite its 
relatively low per capita income, high rates 
of industrial growth could be achieved 
through import-substitution till about the 
middle of the 1960s. As will be evident from 
Ihble 13, the apparent absorption of manu¬ 
factures per capita in Latin America was 
more than 10 times as high as in India/ 
Pakistan even before the Second World War. 
and the relative differential was no lower in 
the early 1970s. In fact, by 1971, per capita 


absorption of manufactures in Latin 
America was higher than it was in Japan 
in 1963. 

Some of the countries of Latin America 
which achieved high rates of industrialisa¬ 
tion during this period did also actively 
foster patterns of income distribution and 
demand that would be favourable to multi¬ 
national corporations interested in expan¬ 
ding the output of unproved, new and highly 
differentiate consumer goods of the kind 
available in the most advanced industrial 
countries. 

Brazil’s high rate of growth in industrial 
production attained in the last five years 
(1968-72)... has been obtained through a 
very successful governmental policy which 
aims at attracting the MNC and fostering the 
expansion of the branches of such corpora¬ 
tions already instalie in the country... The 
most complex part of this policy concerns 
the process of fostering and steering income 
concentration. To obtain the desired result, 
the Brazilian government has been using 
various instruments, particularly credit, 
income and fiscal policies. The first spurt of 
demand for durable consumers' goods 
originated from a rapid expansion of con¬ 
sumers’ credit, benefiting the upper middle 
class... It is through fiscal policy, however, 
that the government has been pursuing the 
more ambitious objective of giving per¬ 
manence to the new structures. Scores of 
‘fiscal incentives’ have been implemented, 
aiming at creating a sizeable group of ren¬ 
tiers within the middle class... The apparent 
objective of the government in adopting this 
policy is to link the purchasing power of the 
upper middle class to the most dynamic flow 
of income, the flow of profits. In this pa. - 
ticular and important aspect, Brazil is 
engendering a new type of capitalism, heavily 
dependent upon the appropriation and 
utilisation of profits to generate a certain type 
of consumption expenditure.'^ 

It is not surprising therefore that, by the 
middle of the 1970s, the value of manufac¬ 
turing output*in Latin America was com¬ 
parable to that in the European Economic 
Community in the early I95(b, with Brazilian 
output alone nearly as large as that of 
Germany or France. “Compared to the 1950 
production of the six EEC countries, the 
output of passenger cars in 1974 in Latin 
America was practically double, that of 
commercial vehicles well over double, that 
of cement nearly 1 Vi times greater, and that 
of electric energy somewhat more than I Vi 
times greater. An exception was steel, where 
Latin America’s 1974 output was only about 
60 per cent of the early post-war production 
base in Europe”’ By then the Brazilian 
market had also become the sixth largest in 
the world for American manufacturing af¬ 
filiates, their sales in Brazil in 1973 being as 
large as the combined sales to all of the 
original six members of the European 
Economic Community in 1962 (the year 
before the EEC was formed).^ 

A number of other developing countries, 
not so favourably placed initially in terms 
of per capita income; were also enabled to 
improve their relative position rapidly over 

2271 


Table 9: Apparent Absorption or Manufactures Per Capita in Industrial Countries, 

1937 TO 1971 

(in l/S dollars at 1955 prices) 



1937* 

1950* 

1955* 

1959* 

1963* 

1963 

1967 

1971 

North America 
(i e, US and Canada) 

580 

855 

1000 

1025 

1133 

1213 

1515 

-1604 


(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

Western Europe 
(inci Austria, Denmark 
and Finland) 

240 

290 

410 

465 

599 

672 

774 

950 


(41.4) 

(33.9) 

(41.0) 

(45.4) 

(52.4) 

(55.4) 

(51.1) 

(59.2) 

Japan 

40 

25 

55 

105 

188 

292 

446 

625 


(6.9) 

(2.9) 

05-3) 

(10.2) 

(16.6) 

(26.1) 

(29.4) 

(41.6) 


Notes and sources: “Absorption” includes here additions to fixed assets. Estimates for the period 
1937 to 1963 marked with asterisks are based on methods end sources 
originally adopted by Maizels; the rest, covering the period 1^3, are estimates 
made on a somewhat different basis. Figures in brackets indicate levels of 
per capita absorption as percentage of those in the United States. Op cit, 
Maizels, table 6.1, p 132; R L Major, “Consumption and Imports of Manufac¬ 
tures”, table 3.2, p 33. R A Batchelor, et al. 


Table 10: ‘Import' Content of ‘Supplies' of Manufactured Goods. 1899-1971 

(In percentages at 1955 prices) 



1899* 

1913* 

1929* 

1937* 

1950* 

1963* 

1963 

1971 

United States 

3 

3 

2 

2 

2 

3 

3 

8 

United Kingdom 

16 

17 

16 

10 

4 

7 

9 

16 

Germany, Fed Rep of 

16 

10 

7 

3 

4 

10 

9 

17 

France 

12 

13 

9 

7 

7 

12 

12 

19 

Italy 

11 

14 

11 

5 

8 

13 

13 

15 

Japan 

30 

34 

21 

11 

3 

6 

4 

5 

Industrial countries 

— 

10-11 

8 

5 

5 

8 

8 

14 


Notes and Sources: ‘Supplies’ are defined as gross value of production of non-food manufac¬ 
tures, free of duidication, plus df value of imports of ‘finished’ commodities. 
Estimates for the period 1899-1%3'are on the basis adopted by Maizels, 
while the.estimates for 1963-71 are on a somewhat different basis. Op cit, 
Maizels, table 6.4, p 136; Major, table 3.3, p 38. 
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this period through growth in demand from 
developted countries for mineral oil, metals 
and ores, and manufactured products, as 
well as by thestimulus thereby given to con¬ 
struction activity, development of utilities, 
and service industries. Together these 'high 
income’ and ‘medium income* developing 
countries had accounted for about 70 per 
cent of the gross domestic product of 
developing market economies even in 1960. 
By 1980, their share of the gross domestic 
product was well over 80 per cent. As can 
be seen from Thble 14, the rate of growth of 
output per annum was higher in these coun¬ 
tries in the intervening two decades than in 
countries in the 'low income’ group. 

Since output grew at still lower rates 
among the ‘least developed’ (a sub-set of the 
‘low-income’ group), and the terms of trade 
deteriorated quite sharply for some ‘low- 
income’ countries in the cour.se of the 1970s, 
the differences in income levels as between 
the different groups of developing countries 
were naturally much greater at the end of 
this period than at the beginning. In fact, 
while per capita real GDP in 1980 was nearly 


90 per (km higher than in I960 in the case 
of the ‘lilgh-income* group, and over 70 per 
cent hii^er in the ‘medium-income? group, 
it was hardly a third higher in the ‘low- 
income* developing cotmtries (and only a 
little over 10 per cent higher in the category 
of the ‘least developed’). In this respect, the 
experience among the developing countries 
during this period was at tmriance with that 
among the developed countries in the 
decades following the Second World War; 
for. as observed earlier, the rates of growth 
of output (and of GDP per capita) were 
generally higher among the developed coun¬ 
tries at the lower end of the spectrum and 
there was consequently considerable narrow¬ 
ing of the differences in income levels 
between them. 

Capitai. Movements and Economic 
Integration or Advanced 
iNDUSTRiAi Countries 

The foregoing analysis of the changes in 
the relative position of different groups of 
countries among the developed and develop¬ 
ing market economies, and how they have 


Tabi.c II: Appari ni C’t>NsiiMPTioN of Primary Commodiiies in Deveioped Market Economies 
ANO Imports from Deveiopinc, Countrifs 

(Annual average in billions of dollars at 1971-73 prices) 



Apparent Consumption 


Imports 


1963-65 

1971-73 

1978-80 

1963-65 

1971-73 

1978-80 

Food, beverages and tobacco 







Temperate zone foods" 

46.6 

58.2 

63.4 

2.83 

3.55 

2.71 

Tropical foods and beverages’* 

3.9 

4.5 

4.5 

3.66 

4.37 

4.35 

Vegetable oilseeds, oils 







and oUcake’ 

5.7 

8.5 

11.4 

0.90 

1.28 

1.92 

Tobacco 

2.6 

3.7 

4.1 

0.66 

0.83 

1.05 

Industrial materials 







Agricultural materials'* 

8.3 

II.I 

9.9 

4.49 

7.37 

6.70 

Ores and metals* 

9.6 

13.3 

13.4 

3.91 

5.31 

6.09 

Total 

17.9 

24.4 

23.3 

8.40 

12.68 

12.79 

[Synthetic materials*^ 

9.0 

22.0 

28.3] 





Notes: a Wheat, maize, rice, sugar, beef. 

b Cocoa, coffee, tea, banana, pepper. 

c Groundnuts and groundnut oil, copra and coconut oil, linseed oil, olive oil, palm oil, 
palm kernels and palm kernel oil, soya bean, soya beans oil and cake, sunflower seed oil. 
d Colton, wool, sisal, jute, natural rubber, tropical timber. 

e Bauxite, uluminia, copper, lead, iron ore, manganese ore, phosphate rock, tin, tungsten, 
zinc. 

f Cellulosic and non-cellulosic fibres, synthetic rubber and plastic materials. 

Source: UNCTAD, "llade and Development Report", 19n, part 111, chapter 3. thbles 20 and 21. 

Tabie 12: Exports of Manufactures from Deveixjping Countries 

(In billion of dollars) 



1955 

I960 

1%S 

1970 

1975 

1980 

Ibtal commodity exports (excluding 
-mineral oil, etc) from developing 







countries 

17.8 

19.7 

24.6 

36.6 

85.4 

212.5 

Exports of Manufactures (non-ferrous 
metals, iron and steel, chemical pro¬ 







ducts, machinery and transport equip¬ 
ment, and other manufactured goods 

2.9 

3.9 

5,9 

13.2 

36.2 

111.3 

(Per cent df total) 

16.3 

19.8 

24.0 

36.1 

42.4 

52.4 

Of which, from 







Latin America 

0.7 

0.7 

1.6 

3.4 

8.3 

21.5 

Africa 

0.8 

0.8 

1.3 

2.5 

3.4 

6.0 

'Wfest Asia 

0.1 

0.2 

0.1 

0.5 

1.9 

6.9 

South and South-East Asia 

1.4 

1.9 

2.6 

6.7 

21.9 

76,4 


Source: UNCTAD; ‘‘Handbook of International Ihide and Development Statistics", 1983. 
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come about, deals with one aspect of the 
structural changes that have tal^ place ilt 
the world economy over the last quarter of 
a century. There is another relat^ aspect, 
with an even more direct bearing on die pre¬ 
sent global crisis, and this concerns changes 
in the pattern of trade balances and capital 
movements during this period. 'Ne ne^ to 
take account of both before we take stock 
of the situation as it presents itself now, 
identify issues 2^at call for urgent attention 
at the international level, and chart out the 
essential elements of development policy at 
this level in the remaining years of the 1980$. 

Broadly speaking, over the greater part of 
the l9S0s, trade deficits were maintained 
within modest limits through import and 
exchange controls, generally no larger than 
could be Hnanced by drawing on available 
foreign uchange reserves, intergovernmen¬ 
tal grants, and official loans (including loans 
from internationJ financial institutions). 
This was as true of the system as it operated 
between United States on the one hand and 
the countries of Western Europe on the 
other, as of the payments arrangements 
between developed economies as a whole 
and the developing. While Western Europe 
had deficits in merchandise trade of over $ 2 
billion per annum (still less than I per cent 
of its gro.ss national product) with the United 
States in the period 1948-1955. it received 
intergovernmental grants of about the same 
magnitude (additionally to other grants as 
part of military arrangements) as also some 
official loans.^' Similarly, between 1951 and 
1959, the developing countries received from 
the developed about S 2 billion per annum 
as ofHcial donations, along with loans on 
a much more limited scale. These were 
indeed the mtOor sources of external Bnance 
available at the time. 

There were, however, other forms of 
capital transfer even during this period 
which were to assume much greater impor¬ 
tance as the opportunities for rapid in¬ 
dustrial growth increased in Europe and 
elsewhere. Thus net inflow of private long¬ 
term capital from the United States to 
W»tern Europe, negligible in the immediate 
post-War years, amounted to well over $ 0.5 
billion per annum in the second half of the 
1950s, mainly. as direct investment by 
American corporations. But this was more 
than counter-balanced by reverse'capital 
flows, partly through portfolio investment 
on the part of West Europeans in the shares 
and bonds of American corporations in the 
region and. to a greater extent, by the addi¬ 
tions to holdings of short-term dollar asseu 
by both offleial and private agencies in 
Western Europe as a means of improving 
their international - liquidity.** The 
significance of these capital transfers was 
therefore in a sense that, while Atnerican 
corporations could play an important part 
in the transfer of technology to Europe and 
gain strmegic control over certain sectors of 
industry, this did not require either a net 
transfer of savings from the United Sutes 
nor any adjustments in trade balances 
associated with such transfer. 
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Tbe^acope for capital movements of this 
nature not necessarily itdated to settlement 
of tn^ (or current account) balances, 
expanded greatly httlw 1960s. This reflected 
in part the progressive relaxation of controls 
on outward direct investment in the tradi- 
donid capital^exporting countries but was 
mainly on account of rapid expansion of 
international banking spurred forward by 
the emergence of Euro-currency markets, the 
high rates of growth of output in Europe and 
Japan from the end of the 1950s, and the 
growing scale of opoations of multinational 
corporations, all of which were inlerrelrUed. 
The numbn of US banks with fordgn bran¬ 
ches rose from 8 in 1961 to 68 in 1970 (and 
the total number of foreign branches of US 
banks, from 128 to 473), though evidently 
some European and Japanese banks grew in 
size even faster and brought down the 
number of US banks in the world’s top fif¬ 
ty from 20 to 14 during this period.^ Along 
with the Euro-currency market there also 
developed a long-term market in Euro¬ 
bonds. Initially the underwriters were British 
merchant banks and American investment 
banks, but loan syndications developed 
rapidly involving large numbers of commer¬ 
cial banks of the United States, Europe and 
Japan. International banking flows thus 
became an increasingly important part of 
international capital movements, the total 
external assets and liabilities in foreign cur¬ 
rencies of commercial banks in Europe alone 
trebling from $ 20 billion at the end of 1966 
to $ 60 billion at the end of 1969.^ 
Moreover, since the Euro-currency market 
was dominated by US banks, the flnancial 
techniques developed in the domestic nuirket 
in the United States came to be adopted also 
for use in off-shore operations; and, by a 
process of ‘reverse osmosis’. Euro-banking 
techniques came to be adopted in domestic 
banking in several countries. Thus “univer¬ 
sal banking’’ as it evolved historically in 
Continental Europe, whereby banks offered 
both commercial and investment banking 
services, spread rapidly in off-shore bank¬ 
ing and flnance and eroded the earlier divi¬ 
sion between clearing and merchant banks.^ 
These changes in institutional structure 
and practice were in essence the fliumcial 
counterpart of the process of economic 
integration and growth in the developed 
industrial economies referred to earlier. They 
facilitated the necessary funding at a time 
when the mechanism for increasing inter¬ 
national liquidity was proving to be inade¬ 
quate and ‘fln«>^ was in danger of becom¬ 
ing a nurior constraint on the process of 
growth and mpansion. 'The prime integrative 
force in the West in the post-War period has 
been that of the progressive intarrmtionalisa- 
tion of industrial production under the 
umbrella of MNCs; iwrticular forms in the 
organisation and development of flnancial 
markets correspond to specific stages in the 
development of rntflEet economies within 
this framework; the Euro-currency system 
provi^ the necessary mobility of money 
ind credit, unrestricted'by national barriers 
or controls'’.** 


Other Repercussions of 
International Capital Flows 

The channels of capita flow and credit 
expansion so opened up had however mqior 
repercussions on the functioning of the 
world ewnomy when trade imbalances 
among both develc^wd and developing coun¬ 
tries grew larger in the course of the 1970s 
and reserve currencies (particularly the US 
dollar) came to be used in settlement of both 
current and capital account transactions on 
a very much enlar^ scale. Even between 
1969 and 1973, sharp deterioration in the 
US current account balance (with the defldt 
rising to $ 6 billion in 1972), alongside 
capital outflows of exceptional proportions 
from the United States (irmluding substan¬ 
tial shifts of exchange reserves out of the 
country to the international banking rruuket 
in expecution of a fail in the value of the 
dollar), resulted, in increase in global non¬ 
gold reserves from around S 40 billion to no 
less than $ 142 billion. As has been observed 
recently l^he Bank of International Set¬ 
tlement (BlS), “this rapid reserve growth 
contributed importantly to world inflation 
and to the Anal breakdoviln of the Bretton 
Woods system early in 1973’’.** This was, 
however, only the beginning. 

After the oil price increase in 1973 the 
surplus funds deposited by OPEC countries 
and the removal of all restrictions of bank 
lending out of the United States early in 1974 
made it possible for banks to play an even 
more dominant role in international capital 
movements, supplying flnance for oil- 
importing countries as well as development 
finance for non-OPEC developing coimtries. 
The net external assets of banks in the BIS 
reporting area increased more than six-fold 
in the following decade, from $ 155 billion 
at the end of 1973 to $ 1,020 billion at the 
end of 1983, nearly one h^ of this increase 
in net credit going to countrite outside the 
area.** This helped to tide ove^ the im¬ 
mediate difficulties in recycling petro-doUars 


but, over a period, it alsd led to explosive 
growth of short- and medium-term inter¬ 
national indebtedness, particularly among 
developing countries. 

Significamly, commercial bank lending to 
developing countries during this period was 
directed mainly to a small number of them, 
much as in the case of foreign direct invest¬ 
ment.** Indeed, towards the end of the 
1970s, no more than six non-OPEC coun¬ 
tries accounted consistently for between one 
half and three quarters of direct investment 
flows to devdoping countries, and a similar 
pattern was discernible in bank loans as 
well.** Since a large part of this lending was 
on a short-term floating rate basis, the 
borrowing countries were however highly 
vulnerable to the rise in money market rates 
from 1979, Interest payments of non-OPEC 
developing countries as a whole grew from 
around $ 10 billion in 1977 to $. 50 billion 
in 1982; and, as further borrowing was 
needed for debt servicing, the total disbursed 
medium- and long-term external debt of 
these countries increased by nearly 130 per 
cent during this period to S 520 billion (apart 
from outstanding short-term debt of around 
$ 100 billion) by 1982.*' The net floating- 
interest debt of just four countries (Mexico, 
Brazil, Argentina and South Korea), which 
accounted for 85 per cent of all such debt, 
grew three and one half times from about 
$ 40 billion at the end of 1978 to S140 billion 
at the end of 1982. “In comparison... the 
total flow of ODA (official development 
assistance) to all developing countries over 
the three-year period. 1979-1981, was 
somewhat over S100 billion; another yard¬ 
stick for measuripg the extent of this new 
debt is the developed countries’ total stock 
of foreign direct investment in the develop¬ 
ing countries which... was around S 120 
billion at the end of 1980!’** 

A no less serious consequence of the 
phenomenal growth in the international 
banking netwosk and its scale of operations 
in the course of the I97(h was the stimulus 


Table 13: Apparent Absorption of Manufactures Per Capita in Latin America 

AND IN InDIA/PaXISTAN 

(In US dollars at 1955 prices) 



1937* 

1950* 

1955* 

1959* 

1%3» 

1963 

1967 

1971 

India/Pakistan 

6 

7 

10 

12 

14 

IS 

IS 

16 

Latin America 

65 

too 

105 

125 

128 

122 

140 

190 


Notes and Sources: Same as for Ihble 9. 


Table 14: Annual Average Rates of Growth of Output in Deveiopino Market EcoNOviits. 

1960-80 

(At constant 1975 prices) 



1960-70 

1979-80 

Agriculture 

GDP 

Agriculture 

GDP 

High-income 

3.0 

6.8 

3.1 

5.1 

Medium-income 

2.6 

5.6 

2.1 

5.8 

Low-income 

2.2 

3.7 

2.2 

4.2 

Least developed 

1.4 

2.7 

1.8 

3.5 


Source “Compendium of IMirld Development Indicators, 1982: Major Economic Indicators Show¬ 
ing Historical Development llciids’’, pflice of Development Research and Policy Analysis, 
Department of international Economic and Social Affairs, United Nations, 
(PPS/QIR/3/1982)]. 


%ono^ and Weekly December 26, 1987 


2273 



it provided to massive movements of capital, 
between the developed countries themselves 
apart from those between them and the 
developing, and the dominant role they have 
come to play in foreign exchange markets. 
"Transaction costs in financial markets and 
government-imposed barriers to the flow of 
capital across national boundaries are to¬ 
day very low among most of the larger 
industrialised countries. The high inter¬ 
national mobility of capital means that the 
foreign ochange market is now dominated by 
capital tran.sactions, not trade transactions.^’ 

The desirability of such capital flows is 
open to question for other reasons as well, 
.such as the possible consequences of increase 
in the international exposure of banks in the 
United States on a larger scale.’'’ Moreover, 
it is on account of the volume and volatility 
of international capital flows in recent years 
that, despite the very rapid growth of foreign 
exchange reserves during the 1970$, lack of 
adequate liquidity is still proving to be a 
major problem in many countries and 
coming in the way of the required anti¬ 
recessionary policies.” 

Structurai Changes and 
Productivity Trends in Advanced 
Industrial Countries 

Apart from the problems introduced by 
the rapid growth of international banking 
over the last decade and a half and the 
massive capital flows promoted thereby, im¬ 
portant structural changes taking place 
within developed industrial countries have 
had far-reaching effects on the functioning 
of the world economy during this period— 
both directly, through their impact on 
growth of output and trade, and indirectly, 
through the policies adopted by some of 


them (i^articularly the United States) ^ce 
the ea^ 1970s. These changes can be traced 
to devdopments in technology, changes in 
the pattern of consumer spending associated 
with rising income levels and, on account of 
these and other factors, deceleration at vary¬ 
ing rates in the rate of increase in produc¬ 
tivity in different countries. 

The impact of technological change is 
most vividly illustrated by the developments 
in the steel industry over the last quarter of 
a century. While most of the expansion and 
modernisation of the industry in the United 
States and Europe took place before 1965, 
a .scries of technological advances in steel¬ 
making from.about the.middle of the 
1960s have rendered obsolete much of this 
capacity’* and helped countries like Japan, 
Brazil and South Korea to establish strong 
competitive positions In the steel industry’^ 
and at the same time improve the relative 
competitiveness of their other important 
industries using steel (e g, automobile and 
machine tool industries).’* As a conse¬ 
quence of these and related changes such as 
greater product specialisation in steel, the 
share of exports in world steel output 
increased from 11 per cent in 1950 to over 
24 per cent in 1977 (a period during which 
total world output had itself more than 
tripled); but if intra-EEC trade in steel 
<which was a large part of it) is excluded, 
it is clear that, while the relative share of 
Japan rose sharply in the world trade in 
steel, the shares of the United Stdtes and the 
EEC fell dramatically during this period.’^ 
Similar, though smaller, changes have taken 
place in the relative shares of these countries 
in the exports of related products such as of 
automobiles and machine tools. 

Along with the setback to particular key 


industries of this nature the growth of 
manufacturing output in the United States 
has been adversely affected by secular 
decline in the share of manufactured goods 
as a whole in consumer spending reflecting 
changes in the pattern of demand associated 
with rising income levels.*” The rate 
of growth of output of manufactured pro¬ 
ducts sustained tv domestic demand must 
therefore have declined relative to the rate 
of growth of income per capita.*' It is not 
clear how far this has been true of other 
developed economies, but it seems highly 
probable that similar tendencies were emerg¬ 
ing in the more advanced countries of 
Western Europe as well, when per capita 
income was rising rapidly and approx¬ 
imating to the level reached in the United 
States. 

If this was the case, the observed slow¬ 
down in productivity growth in devrioped 
industrial economies from early 1970s could 
perhaps be attributed, to a signifleant 
degree, to the decline in rate of growth of 
output of manufactures induced by secular 
decline in the rate of growth of consumer 
demand. It has been long recognised that the 
direction of causation is not necessarily from 
changes in productivity to changes in out¬ 
put (as is usually assumed): and that the 
chain of causation could work in the op- 
po.site direction from output growth to 
productivity growth, through high rates of 
output growth stimulating investment, 
technological and organisational changes, 
and economies of scale. This hypothesis has 
in fact received some support from studies 
undertaken in the U N Economic Commis¬ 
sion for Europe on the trends in productivity 
growth in manufacturing industry in North 
America and Western Europe.*^ 

In the United States a stage has been 
reached when the rate of investment is 
clearly too low. Though the proportion of 
GNP devoted to net investment (i e, over and 
above that devoted to replacement of 
depreciated capital) was not high even earlier 
it was adequate for capital stock per worker 
to grow at the rate of over 3 per cent per 
annum in the course of the 1950$ and 19^. 
However, a rise in the share Of depreciation 
in the 1970s (on account of a variety of fac¬ 
tors such as “a general shift in net invest¬ 
ment from long-lived assets, such as struc¬ 
tures toward assets with shorter lives", higher 
rates of obsolescence of a variety of past 
investments following the rise in energy costs 
and, more generally, "a higher ratio of 
capital to Cf^”) lowered further dierate of 
net investment; and, since the labour force 
was growing twice as fast in the 197()s as in 
the 1950s, this resulted in a dramatic dedine 
in the rate of growth of net capital stock per 
worker (see Thble 15).*’ There is also some 
suggestive evidence that intercountry dif¬ 
ferences in the rate of growth of productivity 
in manufacturing industries are in fact 
associated with differences in the rate of 
investment (both gross and net), piesumably 
because on it d^nds to a large extent riie 
scale and pace of absorption of techno- 


Table 15: Ratl of Growth of Capital Stork in the US, 


1951-80 
tr 


Net Private Domestic Investment 
as Per centage of GNP 
IbiaT 

Investment 


Grow th Rate of Net Capital Sto ck 
Per Worker Per Hour 


Non-residential 
Fixed Investment 


1951-55 

1956-60 

1961-65 

1966-70 

1971-75 

1976-80 

7.2 

6.1 

6.7 

7.1 

6.4 

6.0 

2.9 

^2.6 

2.9 

.4.0 

3.1 

2.9 

3.1 

3.5 

2.5 

3.9 

2.2 

0.4 

3.5 

4.1 

2.4 

4.9 

2.6 

0.9 

Table 16: Annual Chanoes in Reai. Cros.s Domestic Fixed Capitai 
(Percentage Change Over Previous Year) 

Formation 


1980 

1981 

1982 

1^3 

United Slates 

-7.1 

2.9 

• 6.9 

8.2 

Germany, Fed Rep of 

3.2 

-4.2 

-5.4 

2.4 

France 

2.4 

-1.4 

0.5 

-2.6 

United Kingdom 

.5.5 

-9.5 

5.7 

2.7 

Canada 

3.9 

6.5 

-11.7 

-2.4 

Italy 

9.4 

0.6 

-5.3 

-5 

Belgium 

5.0 

14.5 

-2.6 

-3.9 

Netherlands 

0.9 

-10.0 

-5.0 

0.8 

Denmark 

- 13.2 

-116 

3.7 

1.5 

Norway 

-0.8 

17.9 

-10.2 

0.8 

Sweden 

3.5 

-5.3 

-1.6 

-2.2 


Sourcet UN Economic. Coi 
chapter I, table 1.2.9, 


n for Europe, "Economic Survey of Europe in 1983”, 
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log^ »(lv«iicei in highly indiutrialised 
cco^oinjes.^ 

iMMcr OF Economic Policies since 
Early I970s 

It is not, howevB; to these facion underly¬ 
ing the trends in productivity growth and 
trade among the developed industrial 
economies Ora^culaily in the United States 
and the counMes of ^^tern Europe) that 
the policies followed by them over the last 
decade have addressed themselves. They 
have been concerned more with some of the 
glaring symptoms. 

Thus, when sizeable deficits began to 
emerge in the balance of trade of the United 
States early in the 1970s (reflecting in part 
the growing lack of competitiveness of its 
exports of manufactured products in the 
world markets), and the pressure on its 
balance of payments was further aggravated 
by outHows of capital, the first step taken 
was to de-link dollar from gold and later to 
let it float freely. The ensuing devaluation 
of the dollar in terms of other key curren¬ 
cies such as the deutsche mark and the yen, 
did help to improve the competitiveness of 
American manufacturing industry as a 
whole and enable the United StatS to meet 
a significant proportion of the rapid growth 
in demand for manufactured products (par¬ 
ticularly capital goods) emanating from 
countries that benefited from the rise in oil 
prices; the value of American merchandise 
exports, which never exceeded 4 per cent of 
its gross national product all through the 
1960s, rose steadily from 1972 and touched 
nearly 8 per cent of its gross national pro¬ 
duct by the end of the 1970s. It also helped 
to raise corporate profits from manufactur¬ 
ing, which had fluctuated around $ 40 
billion per annum between 196S and 1974, 


to nenOy $ 90 billion by 1979. Above all, the 
high late of growth of output and income 
in the United States (whh its ONP rising in 
real terms at well over 5 per'cent in all years 
except two between 1972 and 1978) helped 
to keep economic activity in the rest of the 
world at a ftirly high levd in the second half 
of the 197Qt. 

Howeven when this expansionary move- 
mmt led to cumulative rise in prices and to 
sharp loss of confidoice in the dollar,^ 
there was a sharp reversal of ptdicy. Its main 
thrust since then has been: (a) to counter 
inflationary pressure (mainly by using high 
interest rates to check speculative holdings 
of commodities, selectively scaling down 
government expenditure, allowing on a large 
scale the closure of business enterprises 
unable to survive the change in market con¬ 
ditions, and letting the eff^ of unemploy¬ 
ment bring about changes in contractual 
arrangements in labour markets); and (b) in 
the particular case of the United Stat^ to 
simultaneously revive confidence in the 
dollar by letting interest rates remain high 
and permitting capital inflows on a scale 
large enough to more than offset its deficits 
on current account in the balance of 
payments. These policies have been effective^ 
in so far as inflationary tendencies generated 
by upward pressure on commodity prices 
and wages have been checked, and the US 
dollar has not only regained its earlier com¬ 
manding status as the most favoured reserve 
currency but also consolidated its position 
as the currency in which well over three- 
fourths of world trade and a still higher 
proportion of international loans are 
denominated. 

However, they have also had strong 
negative effects on the world economy. Thus 
high interest rates have retarded investment 


everywhere; though thdr impact on cor¬ 
porate and real estate investment within the 
United States has been softened by fiscal 
measures;^ they have also vastly increased 
the dimensions of the debt-servicing problem 
for devdoping econmnies. It will be seen 
from Ihble 16 that real gross domestic fixed 
ci^iital formation has declined since 1980 in 
most of the industrial countrira of Europe 
and North America; gross fixed capital 
formation in the European Economic Com¬ 
munity has in fact fallen, as a proportion 
of GDp, to a level well Mow that in the 
1960s and even the I970s.^^ Increase in debt 
service obligations following rise in interest 
rates has similarly forced debtor countries to 
make drastic cuts in imports, and therefore 
also in inrestment and production within, 
to be able to meet these obligations; while 
the impact has been most prominent and 
severe in Latin America, it has been evident 
also in several countries of Africa and 
Asia that had recourse to commercial 
borrowing.^ 

Moreover, massive inflows of capital to 
the United States over the last few years 
(stimulated in part by high interest rates) 
have drained away investible funds from thk 
industrial economies of Western Europe, as 
well as from a number of developing coun¬ 
tries in Latin America, the Middle East and 
Asia).*’ Just as these inflows have been of 
help to the United States in raising govern¬ 
ment spending subsrantially (to the extent 
of more than SS per cent between 1979 and 
1983) without generating inflationary 
pressures and thus stimulating internal 
economic recovery,’® fear of further 
outflows have inhibited countries of Western 
Europe from adopting adequate expan¬ 
sionary policies for their Own internal 
recovery. The scale of capital inflow has 


Table 17; Network of Commodity Trade among Countries in the Pacific Basin, 1982 

(In billions of dollars) 


~~J2£^(ination 

Origin' 

United 

States 

Japan 

Korea Rep 

China 

Philippines 

Thailand 

Malaysia 

Singapore 

Indonesia 

Australia 

Total 

United States 

— 

20.97 

5.53 

2.91 

1.85 

0.92 

1.74 

3.21 

2.03 

4.53 

43.69 

(22.09») 

Japan 

36.55 


4.87 

3.50 

1.80 

1.90 

2.50 

4.36 

4.25 

4.56 

64.28 

(46.49k) 

Korea, Rep of 

5.98 

3.37 


0.20 

0.18 

0.11 

0.27 

0.43 

0.43 

0.31 

11.27 

(50.79k) 

China 

1.74 

4.76 

0.00 

— 

0.23 

0.17 

0.18 

0.63 

0.05 

0.22 

7.97 

(36.89k) 

Philippines 

1.58 

1.15 

0.15 

0.11 


0.02 

0.18 

O.ll 

0.06 

0.09 

3.43 

{68.59k) 

Thailand 

0.86 

1.00 

0.08 

0.37 

0.03 


0.38 

0.48 

0.14 

0.08 

3.41 

(48.59k) 

Malaysia 

1.27 

2.46 

0.45 

0.14 

0.12 

0.35 

•“ 

3.03 

0.04 

0.22 

8.08 

{68,59k) 

Singapore 

2.61 

2.27 

0.32 

0.24 

0.32 

0.80 

3.67 


0.00 

0.83 

11.05 

(53.29k) 

Indonesia 

3.53 

10.30 

0.59 

0.11 

0.21 

0.03 

0.06 

1.05 


0.63 

16.52 

(82.5/9k) 

Austt^ia 

2.25 

5.70 

a7i 

0.84 

0.18 

0.16 

0.39 

0.72 

0.40 

— 

11.34 

(51.49k) 

Ibtal 

56.37 
(21.4W) 

51.96 

(43.49k) 

12.69 

(S8.3W) 

8.41 

(45.0911) 

4.92 

(56.89k) 

4.44 

(47.89k) 

9.36 

(73.29k) 

14.02 

(47.59k) 

7.39 

(46.99k) 

11.48 

(46.89«) 

181.03 


Note and Sourer. Figures jn brackeu denote the exports/imports of each country to/from other countries in the Pacific Basin as percentages 
of its total exports/imports in 1982. International Monrtary Fund, "Direction of Trade Statistics. Klsarbook, 19831’ 
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taken the United States ^if to the point of 
its becoming a net <M>tor country in the near 
future and thus, if the inflow continues, 
ceasing to have the laige surplus in invest¬ 
ment income that has been helping it to 
offset the deficits in mendiandise trade since 
the 1960s; or, if the capital movement should 
suddenly turn outward (as could happen for 
a variety of reasons), exposing the future 
economic recovery in the United States (and 
the Kst of the world) to considerable 
instability. 

Trilateral trade Balance/Imbalance 
AND Some implications 

Since the basic factors underlying the 
trends in productivity growth and trade have 
been left largely untouched by the policies 
followed over the last decade^ the trade 
deficits that began to show up early in the 
1970s between the United States and Western 
Europe on the one hand and Japan on the 
other have become much bigger despite 
resort to protectionist measures on a more 
extensive scale. From no more than $ 2 to 
S 3 billion in 1971 they grew to well over S 25 
billion by 1982. Not only has Japan been 
able to capture an increasing share of the 
exports of manufactures from industrialised 
countries through its high degree of com¬ 
petitiveness but its extreme dependence on 
imported raw materials and fuels (further 
aggravated by the rl'se in oil prices) has 
placed on it considerable compulsion to in¬ 
crease its exports rapidly to be able to sustain 
its economic growth. 

The high degree of dependence of Japan 
on trade, together with the type of foreign 
direct investment from Japan induced by 
coiuidmrtion of comparative advantage 
(dynamically interpreted), has been a major 
factor in the transmission of growth through 
trade to countries in East and South-East 
Asia, a fact often overlooked when compar¬ 
ing the success of export-oriented policies 
in this r^ion with the performance of 
developing countries elsewhere in this 
respect.’’ Some of the examples of 
‘Japanese-type* direct investment that have 
been cited indicate the nature and scope of 
its contribution in this way. 

The first example pertains to natural 
resources... pTie] tendency for Japan to 
invest in development and then import the 
products back to Japan is evident not only 
in oils, but also in other resources—fuel, 
agricultural raw materials and foods. The 


secoi^.one concerns labour-imensive manu- 
factum such as textiles. As economic growth 
in Japan accelerated, wages increased. This 
made it more costly to produce labour- 
intensive commodities. Therefore, since the 
wage tide in Korea, for instance; is one-third 
or even St quarter of that in Japan and labour 
efficiency is high, Japanese capital, superior 
technology and management skill entered 
Kom to create a textile industry, by esta¬ 
blishing joint ventures. As a third example, 
there are cases that transfer a labour-intensive 
production process to a country where labour 
costs ate less expensive The most typical 
example can be seen in the assembly of cars 
and electrical equipment and appliances. 
Only the assembly process is transferred to 
such countries as Korea and Thiwan.’^ 
The advantages gained by Japan through 
relocation of production processes in 
industries with rapidly expanding world 
markets forced its competitors also to adopt 
similar policies, particularly in industries 
such as consumer electronics in which the 
scope for such relocation was considerable” 
The growth of trade directly and indirectly 
stimulated by Japan has thus spread to most 
countries bordering the Pacific, stimulating 
high rates of economic'growth all through 
the 1970s.The trade between these coun¬ 
tries contirsued to grow between 1980 and 
1982, and economic growth also remained 
at a fairly high level during this period.” 
Table 17 presents the available data on the 
network of commodity trade among coun¬ 
tries in the Pacific basin (excluding the ter¬ 
ritories of Hong Kong and Tkiwan). 

It will be seen from Ihble 18 that, in the 
mid-1960s, exports from the developed 
market economies of Europe to the United 
SMtes were nearly 50 per cent higher than 
exports from Japan and the developing 
economies of South and South-East Asia; 
by the early 1970s they were almost equal 
in magnitude, and by 1980 the exports from 
Asian countries bordering on the Pacifle to 
the United States were nearly 40 per cent 
higher than the exports from Europe. 

Moreover, while exports to the United 
States in 1980 were only a little over 5 per 
cent of the total exports of the developed 
market economies of Europe; they amounted 
to one-quarter of the total exports of Japan 
and more than one-fifth of those of the 
developing economies of South pnd South- 
East Asia. Thus the integration of. economies 
bordering on the Pacific with the United 
States through trade has become much 


closer since the middle of the 1960g; whereas, 
in the case of Europe, not only has its 
exports to the United States declined 
somewhat as a proportion of its total exports 
(from around 8 per cent in the 1960s) but, 
when exiHcsscd as a proportion of ite exports 
net of intra-European trade, the decline in 
its share has been very sharper (ftom nearly 
one-half in the 1960s to about one quarter 
in 1980). This means that the US market has 
become relatively much more important to 
the Asian economies bordering on the 
Pacifle and mu 9 h less important to the coun¬ 
tries of Western Europe; in fact, exports 
from Western Europe to the United States 
(S 44 billion) were not very much larger than 
its exports to the Soviet Union and Eastern 
Europe (about $ 35 billion). 

It needs to be noted however that Western 
Europe has remained a bigger market for the 
United States than the countries bordering 
the eastern Pacific In 1980, exports from the 
United States to the developed market 
economies of Europe amounted to $ 63 
billion (nearly 30 per cent of its total 
exports), while its exports to Japan and the 
developing economies of Squth and South- 
East Asia added up to only $ 43 billion. The 
United States had thus a surplus in its com¬ 
modity trade with Europe of about the same 
order as its deficit with the countries on the 
other side of the Pacific. It would scepi 
therefore that it cannot afford to be indif¬ 
ferent to the prospects of economic growth 
in the countries of Western Europe any more 
than it can let its competitive position 
deteriorate in the markets of East and South- 
East Asia. 

The fact that exports to the United States 
form only a little over 5 per cent of the total 
exports of Western Europe has also another 
important implication, it means that 
economic recovery in the United States is by 
itself unlikely to stimulate recovery in 
Western Europe to any signifleant degree 
through trade. 

PROSPECTS FOR RECOVERY 

For reasons indicated in the preceding sec¬ 
tions, the process of recovery from the deep 
recession in the world economy since 1980 
seems likely to be very uneven, slow and 
possibly unstable In the United States, sharp 
increases in the rate of military spending (by 
over two-thirds between 1980 and 1983), 
combined with substantial tax cuts, have 
helped to stimulate increases in output and 
employment and revive private investment 
and business activity. Increased demand for 
imports on account of this revival and the 
high value of the dollar is also transmitting 
abroad some of the expansionary stimulus; 
thus Japan’s exports have been again grow¬ 
ing after a sharp d«:line in 1982, and higher 
imports induct by recovery in Japan can 
be eqsected to sustain continuing expansion 
in other countries in the region. However, 
there has been hardly any growth in output 
in \^stern Europe since 1980, and the ex¬ 
pectation is that increase in output will not 
exceed 2 per cent even in 1984, Similarly, in 
Latin America, the burden of debt servic- 


Table 18: Trans-Atlantic and Trans-Pacific Trade of the United States. 195S-I980 


Origin _ Exports to the United States (in $ Billions) 



1955 

1960 

1965 

1970 

1975 

1980 

Developed market economies 
of Europe 

2.4 

4.1 

6.1 

11.0 

20.2 

44.4 

Japan 

Developing economies of 

South and South-East Asia 

0.5 

1.1 

2.5 

6.0 

11.3 

31.7 

(excluding China, Hong Kong, 
and Tkiwan) 

1.1 

1.2 

1.7 

3.3 

9.8 ' 

29.8 


1.6 

2.3 

4.2 

9.3 

21.1 

61.5 


Source: UNCTADt “Handbook of Internationaljrade and Development Statistics”, annex A.I. 
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ing and the policies associated with it 
continue to exert strong contractionary 
pressures, and they are being transmitted in 
part to the United States and Western 
Europe through the reductions in their 
imports. 

The recovery in the United States itself has 
been accompanied by trade deficits of un¬ 
precedented magnitude; The projected trade 
deficit for 1984 is $ 110 billion, three times 
as high as the highest ever recorded earlier; 
though about $ 20 to $ 2S billioir of this 
would be covered by the currently running 
surplus in invisibles, the overall deficit on 
current account would be still nearly six 
times as large as the deficit incurred annually 
towards the late 1970s which precipitated 
outflow of capital from the United States 
and led to a sharp fall in the value of the 
dollar. Further deterioration of the trade 
balance is expected in 198S, as it is only by 
then the full effect of the earlier apprecia¬ 
tion in the value of the dollar on imports 
will show up. Should these phenomenally 
large deficits lead again to a sharp decline 
in Jhe value of the dollar as in 1979 (over¬ 
shooting in that direction, as before, under 
the pressure of capital outflows), if will have 
serious repercussions on adjustment pro¬ 
cesses in the rest of the world and will also 
evoke corrective measures within the United 
States (such as further rise in interest rates) 
that could wholly reverse the process of 
recovery. 

In fact, further rise in interest rates in the 
United States is an ever-present threat within 
its existing institutional and policy frame¬ 
work. Since interest rates continue to be 
essentially a product of market conventions 
and psychology (as Keynes characterised 
them long ago), and the concerned markets 
have been conditioned in recent years to 
believe in the rationtdity and necessity of 
raising interest rates in tesponse to a variety 
of factors (such as expected rise in prices, 
expected changes in exchange rate of curren¬ 
cies, and all those other factors that could 
have a bearing on them), interest rates can 
rise almost at any time if market opinion is 
persuaded that it is probable. Large 
budgetary and/or balance of payments 
deficits, large increases in demand for funds 
deploy^ in fiiuncial markets, and strict 
monetary policy naturally increase the pro¬ 
bability of such expectations being creiued 
and therefore of such rise in interest rates. 

High interest rates not only deter produc¬ 
tive investments, particularly those with 
relatively long gestation periods, but have 
the same effect on devdoping countries 
through their impact on ddit servicing as 
low primary product prices generally have 
on them through their impact on export ear¬ 
nings. They are for this reason Um most con¬ 
spicuous and powerful depressant now ,ln 
markm economies, at a time when even the 
most developed among them need (a under¬ 
take long-term investments in support of the 
required struaund changes and mgny of |the 
developing countries have become hemaly 
indebted and dependem on commercial bor¬ 
rowing. Neverthdess, there is little prospect 


of a signiflcant decline in interest rates in 
the near future; umil perhaps the threat of 
Inflation and the monetary theories and 
policies based on it recede into the back¬ 
ground and/or the problems posed by high 
interest rates assume even mote menacing 
dimensions. 

Within the United States there is some 
expectation that the structural change that 
has been proceeding in the manufacturing 
sector in favour of high-technology and 
industries (defined as those that require high 
proportions of research and development or 
employ scientists and engineers fairly inten¬ 
sively),” together with broadening of op- 
• portunities in service industries correspon¬ 
ding to the observed shift in the pattern of 
consumer demand, will take care of the ad- 
iustment problems required of it to main¬ 
tain continued growth of output and em¬ 
ployment. This certainly indicates the pro¬ 
bable direction of change, but it is by no 
means clear .that, without considerable 
investment and technolc^cal upgrading in 
the traditional capital-intensive industries 
like steel and machine tools, either the 
employment or the trade deficit problems 
faced by the United States due to external 
competition can be adequately resolved. 
While it is true that aports of high- 
technology products have been growing, the 
total exports of such products from the 
United States amounted still to only S 7.6 
billion in 1980, less than i'/z per cent of its 
aggregate merchandise exports in that year; 
the export performance of prominent high- 
technology industries in the preceding 
decade was itself somewhat mixed when 
compared to that of other competing coun¬ 
tries, and does not warrant unqualified 
optimism about the future.’* 

From a more macro-economic and long- 
run perspective, an important consideration 
which suggests again the need to take a 
cautious view of the prospects of strong 
revival in the market economies of North 
America and Western Europe in the near 
future is the low and declining profitability 
evident in manufacturing industry as a 
secular trend in these economies since 1960. 
Though there is some disagreement as to 
whether the dedline in rates of return (i e, in 
the ratio of profits to total capital stock) in 
the 1970s was part of the long-run trend or 
the result of transitory factors, it has been 
established that profitability has indeed been 
declining whether estimated according to 
share of profits in value added or as rate of 
return; and that the downward trend has 
been mote pronounced for the countries of 
Wratern Europe than of North Amercia. 
There has been recently some increase in the 
relative share of profits but rates of return 
are evidently still below the rates prevailing 
in the latter half of the i970s and below the 
-levels required to sustain the higher rates of 
investment required.” 

For short-run counter-cyclical measures 
also most of the countries of Wsstern 
Europe face severe constraints imposed by 
overall balance of paymenu considerations. 
When the United States (which has had the 


advantage of its currency being the mam 
international reserve asset) and countries like 
Japan, Germany and Switzerland (which 
have eqjoyed a r^tivdy comfortable reserve 
position) are separated, it is evident that not 
only has the reserve/import ratio for the rest 
of the developed countries been quite low 
(about II per cent, equivalent to a little over 
a month's imports) but their net ind^ted- 
ness to foreign banks at the end of 1982 
(about S 158 billion) was nearly twice as 
large as the total amount of non-gold 
reserves held by them (about $ 84 billion).” 
Since depreciation in the value of the cur¬ 
rency can have serious inflationary effects 
in countries in which imports form a 
relatively high proportion of GDP, and the 
possibility of capital outflow adds to the 
dangers of such depreciation, one cannot 
expect them to adopt expansionary fiscal 
policies in support of their internal economic 
recovery even if further borrowing from 
transnational banks appears feasible. Not 
surprisingly, the policies that are being pur¬ 
sued by many of them continue to be defen- 
siva It would be unrealistic in these cir¬ 
cumstances to expect a strong and sustained 
revival of the economies of Western Europe 
for quite some time. Meanwhile, for reasons 
mentioned earlier, even the revival in the 
American economy may suffer a reversal 
and this could be severe enough to cause a 
setback to the whole recovery process, Only 
Japan among the advanced industrial coun¬ 
tries seems to be now in a position to main¬ 
tain a moderately high rate of growth on 
account of its strong competitiveness in 
world markets, its exceptionally high rates 
of investment and saving, and ability to 
withstand capital outflows at least for some 
time; but even the outlook for Japan is 
heavily dependant on the course of develop¬ 
ments in the United States. 

Some Immediate Issues Concbrnino 
Developing Countries 

If this is a reasonably valid assessment of 
the outlook for recovery over the next two 
to three years it would be clearly unwise for 
either the developed or the developing 
economies to predicate their policies on the 
assumption that high rates of growth of 
output or of trade on a global scale can be 
counted on in the near future. In the 
developed economies the average rate of 
growth of output is not likely to exceed 3 per 
cent per annum for some time; Compa^ 
to the average rate of growth of world trade 
of around 7 per cent per aimum (in volume) 
during the 1960s and the 1970s, one must 
expect a substantial decline in the next few 
years, as neither the earlier increases in per 
capita absorption of manufactured products 
in the developed countries nor the later 
stimulus to trade from rise in oil prices are 
likely to be any longer strong forces pro¬ 
moting such trade expansion; it could 
therefore fall to 4 per cent per annum or even 
lower. All this will naturally affect adversely 
the devdoping countries, particularly those 
dependant on trade with Western Europe 

The outlook for the rest of the 1980s may 
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also not be very much more favoumbie, 
unless the impediments to stronger recovery 
in the developed economies (particularly in 
the United States and Western Europe) are 
faced more squarely than they have been so 
far and a more co-ordinated effort is made 
to overcome them on the basis of a broader 
measure of international understanding and 
agreement. Wb shall revert later to the main 
issues on which such an effort would have 
to be focused but, since the political environ¬ 
ment seems hardly conducive to it now and 
it may improve only when the basic weak¬ 
nesses of the present policies become moit 
obvious, thn more immediate task ahead for 
the developing countries is to formulate a 
workable strategy that would at least help 
to tie over the next few years and pre¬ 
pare them for opportunities that could 
open up later when the circumstances change 

Both among the developed and the 
developing economies there are considerable 
differences of interest on account of dif¬ 
ferences in natural resources, in the extent 
of involvement in the world trading and 
financial network, in the levels of agri¬ 
cultural and industrial development, in 
political alignments, and in the impact on 
them of particular developments elsewhere. 
These differences have to be recognised, 
along with what is shared in common, not 
only in the search for solutions that can 
command a wide measure of international 
support but in more modestly conceived ef¬ 
forts to find partial or temporary answers 
to pressing problems and new opportunities. 
It is on this basis that countries have in the 
past come together and formed groups of 
varying size and composition for specified 
purposes. Such an approach is even more 
essential when major structural changes have 
significantly modified earlier perceptions 
and understandings and a fresh start appears 
essential in many areas for identifying fruit¬ 
ful areas of collaborative action. 

The situation immediatdy confronting the 
low-income devdoping economies is clearly 
the most critical, though it is some of the 
problems facing mainly middle-income 
economies (such as on account of heavy debt 
servicing obligations) that have been receiv¬ 
ing most attention. However, in this context, 
the category of low-income economies is 
itself somewhat too mixed a grouping, as it 
includes a large number of countries in sub- 
Saharan Africa and South Asia that have 
been suffering declining levels of per capita 
income and consumption (due to low rates 
of agricultural growth and deterioration in 
terms of trade) as well as countries like 
Pakistan, India and China that have been 
able to maintain higher rates of agricultural 
growth and advanced much farther in the 
process of industrialisation. In the former 
group of countries the foundations for even 
the minimum rate of growth required in 
agriculture have yet to be laid, as also for 
the health and educational services required 
for creating conditibns in which family plan¬ 
ning would become more widely accep¬ 
table;*' much still remains to be done in 
these spheres in the latter ^up of countries 


as nieli, but thqy have achieved sufficient 
momentum to be able to progress in these 
directions with limited assistance if the other 
conditions required to maintain their present 
rates of overall growth (in the range of about 
4i>i to S'/i per cent per annum) can be en¬ 
sured. The supporting international policies 
needed are naturally different for the two 
groups. 

Oracial development assistance (ODA), 
extended bilaterally and multilaterally to 
developing countries, has been in fact pro¬ 
viding fairly substantial support by way of 
financial resources to the less advanced 
among the low-income category. The ODA 
receipts of low-income countries in sub- 
Sahara Africa amounted in 1979 to nearly 
8 per cent of their GDP, 40 per cent of their 
total imports, and well over a half of their 
aggregate investment; the percentage shares 
were high also for low-income countries in 
South Asia such as Nepal. Bangladesh and 
Sri Lanka.*^ However, “aid for food and 
agriculture” on concessional terms, amoun¬ 
ting to less than $8 billion in 1981, has been 
only a little over one Bfth of the total ODA 
receipts of developing countries; it was 
raising rapidly at the rate of more than 18 
per cent per annum in real terms between 
1973 and 1978, but the increase since then 
has been less than 3 per cent per annum.*^ 
The outlook in respect of such aid through 
multilateral agencies (particularly IDA) has 
also sharply deteriorated for countries like' 
India. Since borrowing on commercial terms 
would be highly risky and therefore in¬ 
appropriate for most of the infrastructural 
development required for promoting agri¬ 
cultural growth, and the quantum of further 
concessional assistance needed in the im¬ 
mediate future are relatively modest (no 
more perhaps than $3 to S4 billion per 
annum), every effort has to be made to en¬ 
sure that at least a moderate rate of increase 
of such assistance is provided for this pur¬ 
pose and the efficiency of utilisation of such 
assistance significantly improved upon. 

The particular problems of agricultural 
development in rural communities in Africa 
with long traditions of shifting cultivation 
and subsistence farming need also much 
closer attention than they have received so 
far. Since the demand for imported agri¬ 
cultural products has been declining in the 
developed economies, with potentially 
adverse effects on the terms of trade of the 
aportiiig countries, it needs to be considered 
how far the great stress now placed on ex¬ 
pansion of commercial crop production in 
Africa is justified, and whether, in such a 
setting, large and continuous imports of 
food-grain (amounting to about 5 million 
tonnes in 1981) may not become a disincen¬ 
tive to growth of dmnestic output. The need 
to integrate food aid with national food 
strategies and development policies has been 
recognised by the Wbrld Food Council, but 
the progress made in that direction has been 
limited so far in Africa. 

Apart from the special problems of agri¬ 
culture; the pressuae that is being applied on 
developing countries (in the context of con¬ 


cessional aid itsdf declining as a proportion 
of total financial flows to them)to mote 
on commercial borrowing is inappropriate 
and unwise in view of the prevailing hi^ in¬ 
terest rates, the relatively short terms for 
which such loans are available, and the un¬ 
promising outlook in regard to growth of 
world trade. Particular projects and pro¬ 
grammes that have a short pay-off period 
could be of course financed by commercial 
borrowing but, if the necessary discrimina¬ 
tion in this regard is not exmised, most 
developing countries could find themsdves 
burdmed in a short while with prdblems of 
debt servicing on a scale they have not had 
to face so far. If interest rates decline; and 
developing countries are able to gain access 
to the international bond market on a larger 
scale, the attractions of commercial horrdw- 
ing could improve. 

For thb same reason, some of the other 
policies that are now being pressed upon 
developing countries for adoption need to 
be also treated with circumspection, such as 
an open-door approach to investment by 
multinational corporations. A case often 
made out for such an approach is that, while 
such investment would make available the 
foreign exchange needed for development, 
there would be no large-scale reverse flow 
as is involved in the case of loans by way of 
debt-servicing obligations, particularly if 
adequate incentives ate given for retention 
and ploughing back of profits for further 
investment within. However, in reality, the 
foreign exchange that such investment 
initially brings in is usually very limited, the 
stimulus given to imports (direictly and 
indirectly) is often much greater than the 
additionsd exports prmnoted, and the greater 
dependence on external borrowing so created 
(particularly through the agency of trans¬ 
national banks) for meeting the additional 
requirements of foreign exchange is con¬ 
siderable, as has been demonstrated by Latin 
American experience.** Reliance on 
multinationals may be essential for access 
to certain kinds of technology and could 
more than pay off if they also widen signi¬ 
ficantly the access to external markets; a 
careful and discriminating approach is 
therefore essential for identifying such areas 
and developing appropriate policies on that 
basis. Since the objective conditions facing 
developing economies vary very considerably, 
this is a matter on which each country will 
need to evolve its own position in the light 
of the particular requirements and poten¬ 
tialities to which importance is attached. 

Though the outlook for overall growth of 
world trade does not appear, very promis¬ 
ing there are some possible areas of expan¬ 
sion that developing countries could explore; 
One such is the possil^ty of greater trade 
among themselves. Such trade in t^ total 
commodify exports of developing countries 
(excluding the trade in mineral ftieis, 
lubricants, etc) has grown quite rapidly, from 
less than 20 per cent in 1970 to shout SO per 
cent in 1980, with manufactured products 
accounting for three-fifths of tlw total by 
1980. Much the greater part of it is betweoi 
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the lela^vety more developed among the 
developi^ countries, and a good proportion 
of it might be intra-industry trade of the 
kind promoted by Japanese direct invest¬ 
ment in East and Sou^-East Asia; but it is 
the extension of such trade that has perhaps 
more scope at the present stage.*’ lb the 
extent that the growth of output in the more 
industrially advanced among the developing 
countries is maintained or improved upon, 
their demand for primary products could 
also form the basis for mutually beneHcial 
trade concessions between them and the less 
developed, within a global system of trade 
preferences among developing countries as 
has been proposed.** It would be however 
a mistake to entertain high expectations of 
the possibilities in these directions without 
the stimulus of more rapid growth on a 
global scale. 

For middle-income developing countries 
burdened by heavy indebtedness, there is 
little prospect of resumption of growth in 
the near future without a much higher pro¬ 
portion of their export earnings becoming 
available for financing imports than is now 
possible on account of debt servicing obliga¬ 
tions; this depends on decline in interest rates 
and rescheduling of debt on a more long¬ 
term basis. Progress in this direction would 
be clearly in the interests of the developed 
economies themselves, as is would not only 
remove a major threat to the international 
financial system but would help to promote 
their own recovery. The policies now being 
followed (particularly by the United States) 
do not, however, offer much scope for flex¬ 
ibility even in a matter of such immediate 
concern. 

Mo.st of the developing countries of East 
and South-East Asia have no doubt been 
able to maintain relatively high rates of 
growth in recent years, and this can 
presumably continue. However, as pointed 
out earlier, their performance has been 
greatly d^endent on the dynamism of the 
Japanese economy and on particular policies 
adopted by the -United States that have 
helped to promote rapid growth of its 
imports from countries in the region. Low- 
income countries that have not relied greatly 
on external trade and finance, such as China 
(and India to a lesser degree), could also 
perhaps continue to grow as in the past with 
reiati^y limited support by way of trade 
and aid. For the majority of the developing 
countries, however, the prospects of sustained 
economic growth depend on recovery not 
only in the United States but in Western 
Europe; for together they provide the greater 
part of the market for such products as they 
export and the proceeds of such exports are 
essential for the imports they require 

Broader Global Issues 

The outlook for both developed and 
developing economies is therefore essentially 
bleak and uncertain ui the absence of 
polides that reflect greater recognition of the 
sources of instabUicy and weakness in the 
IMtsent setting a^ the steps that need to be 


taken to remove tlwm. Since they call for at 
least some basic iiutHutionai changes, par¬ 
ticularly in respect of international monetary 
arrangements and flnandal practices,-as well 
as changes in technology and production 
structures, no quick results can be expected 
in any case However, precisely for that 
reuon. It is essential not to lose time in 
initiating moves in the reqiured direction and 
in injecting a strong sense of urgency to the 
search for concrete and acceptable solutions. 
From such a viewpoint, three issues other 
than the debt problem seem important 
enough to merit immediate attention. 

The first is the desirability of permitting 
unrestricted international capital flows on 
the scale witnessed over the last decade Such 
freedom was not regarded earlier a necessary 
feature of a liberal international economic 
system, for fear of the perceived threat to 
exchange rate and balance of payments 
stability that large capital flows could pre¬ 
sent (piuticularly when not matched by off¬ 
setting surpluses/deficits on current ac¬ 
count), and also on account of dieir implica¬ 
tions for the minimal national autonomy 
that countries requited for pursuing polides 
suited to their needs. Indeed, with highly 
mobile and massive capital flows, the liquidity 
requirements of countries are so vastly 
increased that few (if any) would be in a 
position to protect themselves from their 
adverse repercussions. The experience of the 
last decade bears out fully the fears held 
earlier, and it is therefore appropriate to raise 
the question whether the total removal of 
controls need be regarded as an irreversible 
step. There is clearly a strong case for Japan 
opening out its capital market for flotation 
of international bonds on a more extensive 
scale, but the pressure now being exerted on 
it to remove all restrictions on capital flows 
is perhaps mistaken, as such liberalisation 
could increase instability in one of the few 
industrially advanced countries that is now 
able to insulate itself from the vagaries of 
speculative capital movements. 

A second closely related set of issues is 
that associated with the need for develop¬ 
ing a system of control and management of 
international bank lending, increasing the 
resources available to the International 
Monetary Fund as well as national banks to 
perform their functions with greater flexi¬ 
bility, and significantly expanding flows of 
long-term capital through multilateral flnan- 
cial institutions. A number of important 
proposals have been made in this context: 
for control over international bank lending 
within the framework of the Fund (such as 
the proposal outlined recently by Johannes 
Wittaveen), for restructuring of the Fund 
based wholly of SDRs (as proposed earlier 
by Jacques Polak), and for improved 
stabilisation polides (as have been suggested 
by the Commonwealth Study Group on the 
Warld Finandal and Hading System headed 
by Helleiner). They deserve a vpy much 
higher priority than they are receiving now 
in the agenda for international discussion 
and negotiations. 

A third set of Issues that calls for atten¬ 


tion are the conoete policies and program¬ 
mes as well as the institutional arrangements 
required for upgrading technology in in¬ 
dustries and processes in which developed 
countries have lost their competitivniess and 
for phasing them out where there is clearly 
no prospect of their regaining it even with 
such upgrading. This raises problems of a 
nature that have not been systematically ad¬ 
dressed (except possibly in Japan) and 
can be resolved only ova a long period. 
However, some long-term perspectives based 
on such an approach (with a time horizon 
extending upto, say, the end of the present 
century) are essential for overcoming the 
growing tendencies towards protectionism 
aiul providing a framework within which the 
trading requirements of developing economies 
in the process of industrialisation can be 
accommodated. Leaving this task wholly to 
micro-economic market forces and to agen¬ 
cies such as multinational corporations 
creates serious adjustment problems within 
and between countries; a more co-operative 
effort, with supporting policies for minimis¬ 
ing such adjustment problems, could make 
the processes less painful and more clearly 
beneflcial all round. 

While these basic issues are being ad¬ 
dressed, one promising line of advance open 
now appears to be through the formation of 
groups of countries, with some complemen¬ 
tarity in economic structures and mutually 
compatible objectives, for building up alter¬ 
native modes and systems of co-operative 
action.*’ They could be constituted partly 
on a regional or a subregionaJ basis but need 
not be wholly so since considerations of 
complementarity and compatibility could be 
stronger between countries belonging to dif¬ 
ferent regions. What is important is that the 
countries wanting to form a group should 
perceive suffleient commonality of interests 
in promoting trade and other economic rela¬ 
tionships among themselves to pool together 
agreed proportions of their resp^ve foreign 
exchange reserves and set up a payments 
union for the settlement of mutual transac¬ 
tions with minimal use of the currencies of 
countries not belonging to this group. If 
several systems of this kind are set up around 
different groupings of countries, on however 
modest a scale initially, a beginning will have 
been made not only towards removing by 
stages some of the existing foreign exchange 
constraints on mutually desired economic 
relationships, but in the search urgently 
needed to And acceptable substitutes for key 
currencies such as the dollar to the max¬ 
imum extent feasible within the present 
framework, lb the extent that the use of key 
currencies is dispensed within intra-union 
transactions, and the exchange margins and 
other costs levied on operations involving 
these currencies are saved, there are also 
other considerable direct economies to be 
secured through such arrangements. 

Efforts to develop such payments unions 
in the past, particularly when confined to 
developing countries alonev have not always 
come up to expectations, even though th^ 
succeeded in accelerating trade amongst 
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such countries to a certain degree. But the 
important difference between such efforts 
and what now appears feasible is the pro* 
spect of associating many industrially 
advanced countries along with the less 
developed in these unions. 

In fact, the scope for the formation of 
such independent payments unions is likely 
to be now very much greater than it was even 
a decade ago, as several advanced countries, 
such as France. Sweden, Italy, Canada and 
possibly even West Germany and Japgn, 
could gain from participating in them along 
with developing countries. 

As a number of reserve systems are 
developed as pan of -such pnymcn;r unions, 
in respon.se to the requirements and collec¬ 
tive interests of different cro*ip3 of countries, 
opponunitics can also open up for framing 
investment programmes bas^ to a large 
extent on the resources within each group 
but supplemented by resource flows from 
other groups or from the existing conven¬ 
tional sources. These are possibilities that 
will need to be explored at each stage in the 
light of experience, even though it may be 
wise to set the sights lower initially and pro¬ 
ceed step by step. What is important to bear 
in mind is that the widening of the scope 
for each group to invest its resources in its 
own development programmes or in the pro¬ 
grammes of other such groups, in consulta¬ 
tion with each other, could prove to be an 
important way of utilising the foreign 
exchange reserves of these countries to their 
own mutual advantage instead of making 
them available to the most advanced coun¬ 
tries through their financial structures for 
use in whatever manner appears most ad¬ 
vantageous to them as has been largely the 
case so far.''". 

Notofl 

(I am deeply in debt to Jean Ripert, Director- 
General for development and International 
Economic Co-operation, United Nations for 
the support and facilities extended to me in the 
preparation of this paper in 1984 and the per¬ 
sonal interest he has taken in it. I am also 
immensely grateful to Iqbal Haji for the help 
and stimulus I received from him at every stage. 
There are several others who have been of great 
assistance to me, too many to be mentioned 
here; however, even if it appears invidious, 1 
wish to express my thanks in particular to Joan 
Rweyemamu, Valerie White, and Gloria 
Auditor, who have been very generous to me 
with their help and friendship, and to Vicki 
Bunn-Cohen, who bore cheerfully most of the 
burden of preparing the final draft for circula¬ 
tion and in the process improved it. I must 
however add the customary disclaimer, with 
even greater vehemence than usual, that none 
of them bear any responsibility for either the 
views expressed in the paper or its deficiencies. 
The paper is now being published with the per¬ 
mission of Jean Ripert.] 
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TAHLt A 


(In billions of US dollars) 


1971 

1975 

f 

1977 

1979 

1982 (csi) 

Interest 

2.6 

7.5 

10.6 

20.5 

49.7 

Amortisation 

6.9 

13.4 

21.6 

36.9 

48.6 

Total 

9.5 

20.9 

32.2 

57.4 

98.3 

Of which. 






on non-concessional loans 8.0 

18.3 

29.0 

53.4 

92.2 

Note: Cf, OECD, 

“External Debt of Developing Countries: 1982 Survey”, pp 

1-9 and tables 3, 

4 and 7. 








Tabi.e B 




Country 

Investment as Per Cent of GDP (1971-80) 

Growth Rale of 


Gross 

Gross Fixed 


Net Fixed 

Output Per 


Investment 

investment 


Investment 

Hour in 






Manufacturing 

United Stales 

19.1 

18.4 


6.6 

2.5 

United Kingdom 

19.2 

18.7 


8.1 

2.9 

Italy 

22.4 

20.1 


10.7 

4.9 

Germany 

23.7 

22.8 


11.8 

4.9. 

France 

24,2 

22.9 


12 JI 

4.8 

Japan 

34.0 

32.9 


19.5 

7.4 


Source: Ibid, “Economic Report of the President”, (February 1983), p 86. 
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Tabi f C 



Net Inflow of 
Capital 

Net Payments for 
Profits and Interest 

Net Available 
Financing 
(In S Billions) 

1979 

29.0 

14.2 

14.8 

1980 

29.9 

19.0 

10.9 

1981 

38.0 

29J 

8.9 

1982 

16.6 

36.8 

-20.2 

1983 

4.5 

34.0 

-29.5 


Note: Cf, UN Economic Commission for Latin America, ‘Preliminary Overview of the Latin 
American Economy during 1983” (UN Economic and Social Council, E/CEPAL/GI 279, 
December 29, 1983). 


Table D 


Shares in Total Exports of Manufactures from Industrialised 
_ Countries (Pe r centage) _ 


At Current'Prices At Constant Prices 



1959 

1967 

1971 

1959 

1%7 

1971 

United States 

21.4 

20.4 

17.0 

20.8 

20.1 

16.4 

United Kingdom 

17.9 

12.2 

10.9 

18.3 

11.7 

10.8 

Germany, Fed Rep 

19.0 

19.6 

20.1 

20.0 

19.9 

19.2 

France 

9.1 

8.5 

8.8 

9.4 

8.3 

8.7 

Japan 

6.6 

9.8 

13.0 

5.8 . 

10.6 

14.7 


Source and Note: Op cit, AD Morgan, “Export Competitiveness and Import Substitution: The 
Industrial Countries, 1963-1971”, table 4.1. The trends rince 1971 suggest that 
Japan’s share is likely to have increased by at least 2 percentage points over 
the last decade and aimofl levelled up with that of the United States. 
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.Table E 


Country 

Rate of Growth of GDP/GNP at 1980 Prices 



1980 


1981 


1982 


Japan (GNP) 

4.8 


3.9 


2.9 


Korea, Rep (GDP) 

-3.5 


7.1 


5.3 


Philippines (GNP) 

4,4 


3.7 


2.8 


Thailand (GDP) 

3.7 


6.3 


4.2 


Malaysia (GDP) 

7.7 


6.8 


4.7 


Singapore (GDP) 

10.3 


10.0 


— 


Indonesia (GDP) 

9.7 


7.9 


2.4 


Australia (GDP) 

1.9 


4.1 


0.0 


Source: International Financial Statistics, Vol XXXVII, No 

1. January 1984. 




Table F 






Shares in )^lue Added 

Shares in Employement 



(Percentage) 



(Percentage) 



1960 

1970 

1980 

T§60" 

1970 

1980 

High-technology industries 

27 

31 

38 

27 

30 

33 

Capital-intensive, industries 

32 

30 

27 

29 

29 

28 

Labour-intensive industries 

13 

13 

12 

21 

20 

19 

Resource-intensive Industries 

28 

23 

23 

23 

21 

20 


was also affected by increase in gasoline 
prices. Not surprisingly, “of the 24.1 per 
cent decline in the output of the US auto- 
molnle industry from 1973 to 1980,18.6 per 
cent could be attributed to a decline in 
domestic use” (Ibid, Lawrence; p 138). Since 
depressed cyclical conditions and high 
interest rates emerged only after 1979 in a 
severe form, a more plausible explanation 
for this decline is perhaps that a secular 
tendency towards deceleration in the growth 
of demand for automobiles in an already 
affluent country was giwn a further push 
downward by adverse price movements. 

42 The results of these studies have been 
reported in the Commission's “Annual 
Economic Survey of Europe” for 1981 and 
1982. These studies also suggest that “the 
sharp rise in the prices of energy and other 
intermediate go^s in the 1970$ was a 
significant but by no means overwheiming 
factor in the subsequent slowdown in pro¬ 
ductivity growth". Cf “Economic Survey of 
Europe in 1982” (New York, 1983), p 50. 

43 Properly measured, the decline in the 
growth rate of the capital stock is under¬ 
stated by the net investment figures (in the 
table). One estimate placed the premature 
obsolescence of capital during the late 1970s 
at an average of 0.5 per cent of GNP per 
year. Other estimates have obtained much 
larger estimates using data on the market 
valuation of capita). In addition, it is im¬ 
portant to recall that much of the invest¬ 
ment of the 1970s took place in the energy- 
producing sector”. Cf "Economic report of 
the President” (transmitted to the Congress, 
February 1983), pp 78-79. 

44 See Ihble B. 

45 This was reflected in the deutschemark- 
doliar rate falling steeply from its earlier 
level of 3.5 in 1971 to 1.8 in 1979, and in 
the price of gold in world markets shooting 
up to over S 800 an ounce. 

46 Tn the United States, accelerated deprecia¬ 
tion and other tax allowances substantially 
neutralised the impact of high interest rates 
on capital spending in the corporate sector. 
"Company depreciation is now worth S 50 
billion mote than the government’s estimate 
of asset replacement costs whereas in 1979 
there was a $ 20 billion gap the other way”. 
Depreciation life for new buildings has also 
been shortened from 30 years to 15 years 
for stimulating investment in construction. 
Cf David Hale, “The US Economy: The 
Interest Rate Conundrum”, The Financial 
Times (London), April 12, 1984. 

47 Moreover, the rate of utilisation of capacity 
in manufacturing industry is still very low 
compared to a decade ago, as can be seen 
from the data reproduced below. 



1973 

1980 

1983 

United States 

98.9 

83.4 

79.4 

United Kingdom 

101.9 

81.2 

80.6 

Germany, FM. Rep. 

98.7 

89.3 

78.7 

Canada 

98.9 

85.4 

79.4 

France 

93.6 

82.3 

74.0 


Source: Ibid. "Eoanomic Survey of Europe 
in 1983”. table 1.2.11. 
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48 Dau available from Latin America bring 
out the extent of the change in net capital 
inflow and of the chans; net flnance 
available on account of this and the growing 
net payment c^ligations by way of profits 
and interest on foreign capital (see lable*C). 
The external adjustment process of the 
mgjor Latin American borrowers, under 
pressure from the IMF, has produced a 
combined trade surplus of S 30 billion in 
1983 brought about largely by cuts in mer¬ 
chandise imports to the extent of 42 per cent 
below thei' 1981 level. Cf ‘US Leadership 
in the World Economy*, “World Financial 
Markeu” (Morgan Guaranty Trust Com¬ 
pany of New York), February 1984. 

49 Capital outflow from Latin America alone 
has been estimated at over $ 60 billion 
between 1979 and 1982. Ibid, “Wbrid Finan¬ 
cial Markets”. 

50 The important point regarding the inflow 
of capital into the United States from 
abroad is that it dampened the rise in the 
real interest rate, and thus reduced the 
degree of crowding out of investment... It 
[the strong dollar] keeps down the price 
level, both directly through dollar import 
and indirectly through lower prices for 
domestically-produced goods that compete 
with goods produced abroad. “Economic 
Report of the President" (1984). 

51 See Ihble O. 

52 “Japan is the outstanding twentieth century 
example, as Britain was the nineteenth cen¬ 
tury example, of trade-promoting growth 
and of international specialisation according 
to factor endowments". Ibid, A D Morgan, 
p93. 

53 Cf Kiyoshi Kojima, “Direct Foreign Invest¬ 
ment: A Japanese Model of Multinational 
Business Operations” (1978), p 16. 

54 “The relocation of parts of the production 
process (in consumer electronics) began 
around 1965 when developments internal to 
the industry led firms to undertake a 
feverish search for low-wage locations for 
the various stages of production.. 
Japanese firms began their export program¬ 
mes with monochrome television sets in the 
early 1960s. A few years later, that process 
was repeated with colour sets. 
Simultaneously, Japanese firms began mov¬ 
ing assembly operations to the Republic of 


Korea gnd, later, to Singapore and other 
Asian countries in order to reduce the wage 
component in their produaion costs. 
American firms responded in several ways 
but most often, resorted to the same tactid’ 
Op cit, UNIDO, “industry in a Changing 
World” (1983), chapter XI, p 308. 

55 “Most of the countries whose economies 
have grown most rapidly in the recent past, 
apart- from those that produce oil, have 
Pacific shorelines; the same countries have 
also recorded the greatest increases in inter¬ 
national trade... (p vii). 

“As the largest importer of many com¬ 
modities in the world, Japan dominated the 
trade of many of the commodity-exporting 
nations of the Pacific basin. . In 1974, 
Japan imported 92 per cent of the Philip¬ 
pines’ copper exports, 74 per cent of its 
timber exports and 24 per cent of its sugar 
exports. In the same year it imported 25 per 
cent of Thailand’s exports of tin, 47 per cent 
of its raw rubber, and 45 per cent of its 
maize exports. And in 1974, its share of 
Australian exports was 88 per cent for iron 
ore, 89 per cent for coal, 37 per cent for 
wool, and 26 per cent for sugar. Fishery pro¬ 
ducts, electrical machinery, and textile pro¬ 
ducts occupied larger shares than raw 
materials in Japan's imports from the 
Republic of Korea” (p 67). Cf Lawrence B 
Krause and Suco Sekiguchi, “Economic 
Interaction in the Pacific Region” (Brook¬ 
ings Institution, 1980). 

56 See Ihble E. 

57 Between 1970 and 1980 the value added in 
manufacturing industry, estimated at con¬ 
stant prices, incrca.sed by 33 per cent and 
aggregate employment, by about 5 per cent; 
at the same time, the percentage share of 
high-technology industries increased per¬ 
ceptibly in both value added'and employ¬ 
ment (see Ihble F). For this classification, 
industries that use relatively standardised 
production technologies (other than high- 
technology industries) have been divided 
into the capital- and labour-intensive 
categories according to relative capital- 
labour ratios; resource-intensive industries 
are those that require relatively intensive use 
of natural, resources. Op cit, Robert Z 
Lawrence, Tables I and 2. 

58 Fbr instance, the data presented in the latest 
“Annual Report of the Council of Econo¬ 


mic Advisers to the US President” indicate 
that it is only in a rather limited range of 
products that export performance of the 
United States was significantly better than 
of its competitors and tiiat it has indeed lost 
ground in respect of the important category 
of electrical machinery. Estimates of net 
exports of selected categories (in millions 
of dollars) are given in Ihble G. 

59 “Higher profits and a lower wage bill have 
raised the share of profits virtually 
everywhere, but rates of return are unlikely 
to have recovered and are probably still 
below the rates prevailing prior to the 
second oil shock—-this reflects low capital 
productivity due to the large margins of 
unused capacity which still exists in many 
sectors. However, if the recovery continues 
to strengthen there will eventually be a need 
for further investment and current profit¬ 
ability is probably below the levels required 
to maintain a significant rate of investment. 
The continuation and further strengthening 
of the pre.sent improvement will depend on 
the future relative movement of wage and 
non-wage costs and in the pace and dur¬ 
ability of the recovery of domestic and 
foreign demand” Op cit, “Economic Survey 
of Europe in 1983", chapter 1.3. 

60 Op cit. Bank for International Settlements, 
Fi(ty-third annual report, p 161. 

61 "... a fairly close relationship has been 
observed in several countries between 
decline in crude birth rate and decline in 
infant mortality rate when the latter touches 
relatively low levels (around 60 per 1,000 
births), particularly when it is also associa¬ 
ted with relatively high rates of female adult 
literacy... over the two decades, 1960-1980, 
middle-income developing economies have 
generally had perceptibly higher rates of 
growth of output (i e, of GDP) than low- 
income economies... a much higher pro¬ 
portion of these (over 60 per cent) had also 
succeeded in lowering the infant mortality 
rates to below 100, compared to only about 
I out of 10 in the case of low-income 
economies. In fact, approximately 2 out of 
3 in the latter group had infant mortality 
rates higher than 120, and one-half of them, 
rates higher than 150, even in 1980... The 
record of a number of countries, which have 
been able to bring down infant mortality rates 
at the rates of P/4 to 2 per cent per annum, 
shows however bow much can be achieved 
within relativeiy short periods... in many 
of them the birth rates have also been falling 
quite rapidly, particularly where relatively 
high rates of female adult literacy have been 
associated with low infant mortality rates” 
Cf K N Raj, ’The Impact of World Reces¬ 
sion on Children’, “World Development” 
(March. 1984). 

62 OECD “Development Co-operation, 1983 
Review", Table VI1-3. For India, ODA 

■ receipts in 1979 amounted to only 1.4 per 
cent of its GDP, 18 per cent of its imports, 
and 7 per cent of its aggregate investment. 

63 OECD, “Development Co-operation, 1983 
Review", Thble X-1. "Aid for food and 
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Table G 


Medical and Artiflcal Resins Electrical Professional, 

Pharmaceutical and Plastic Machiner y Scientific and 

Products Materials Controlling 

Instruments 



I960 

1970 

I960 

1970 

1960 

1970 

1960 

1970 

United States 

575 

1217 

1636 

3171 

1379 

170 

966 

3713 

United Kingdom 

440 

1217 

243 

261 

1076 

655 

305 

477 

Japan 

-260 

-780 

1092 

1315 

3638 

7230 

908 

563 

Germany, Fed Rep 

546 

981 

1574 

2590 

2914 

4480 

1095 

1573 

France 

149 

796 

-62 

33 

273 

664 

-73 

-56 


Source: Op_.c^, p 91. 
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agriculture" covers financial and technical 
support for activities directly contributing 
to the development of agriculture (e g. 
irrigation, the supply of agricultural inputs 
and agricultural service;) and those con¬ 
tributing more indirectly (e g, rural dispen¬ 
saries, the manufacture of agricultural in¬ 
puts, the agro-food industries, and regional 
development and river basin development 
programmes). It does not include food aid. 

64 The experience with foreign direct invest¬ 
ment as a whole in this regard in the ]970s 
has been summed up as follows: 

"The total outflow of profits and similar 
payments from reporting countries 
roughly trebled between 1970 72 and 
1978-80 (commensurate with the increase 
in the flow of foreign direct investment) 
to about S 26 billion annually in the latter 
period: the reported outflow of such 
payments tended to exceed the net inflow 
on the capital account directly attributable 
to foreign direct invc.siment. However, ... 
this balance of financial flows takes no 
account of the effect of foreign direct 
investment on exports and imports, which 
may have a positive or negative effect on 
the balance of payments, depending on 
circumstances”. Op cit, ■‘Transnational 
Corporations in World Development” 
(1983), p 22. 

63 The annual net outflow from oil-exporting 
countries on account ol “services and 
private transfers” has grown rapidly from 
about S 12 billion in 1973 to $ 38 billion in 
1978 and over S 56 billion in 1983; since 
their balance on merchandise account has 
been declining still more rapidly (to less 
than $ 30 billion in 1983), resulting in large 
deficits on current account, it would be in 
their interest to be engaged in a more 
vigorous search for .such services at lower 
cost from other developing countries. 1 his 
too is likely to help mainly the more advanc¬ 
ed among them. 

66 Nassau A Adams, ‘Ibwards a Global 
System of Trade I’relerenccs among 
Developing Countries’, Tixtde and Develop- 
mem: An UNCTAD Heview, No 4 (Winter 
1982). 

67 K N Kaj, “From Global Financial 
Hegemony towards a Decentralised Reserve 
System”, paper prepared in December 1982 
(circulated to the Working Group on 
Development Patterns and Styles in the 
Context of Ltmg-Tcrm World Bconomic 
Prospects. UN Committee for Development 
Planning, January 1983). 

68 Since any radical reform of the international 
monetary system is necessarily constrained 
by the unwillingness of prospective surplus 
countries to accept a world-wide voting 
system in respect of the considerable 
resources they would have to contribute to 
the functioning of such a system, and a 
regime dominated by a few key currencies 
as now is open to both instability and abuse, 
professor jiobert IFiffm had visualised even 
in the 1960s a decentralised reserve systems 
built up along these lines as a necessary 
stage in the evolution towards a more truly 
international system. 
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DISCUSSION 


Effects of Tariffs on Foreign Prices 

Hanha V Singh 


A RECENT paper by Nambiar and Mehta 
(NM hereafter)* suggests that a tariff 
reduction may lead to higher prices charg¬ 
ed a monopolist exporter, to a develop¬ 
ing country such as India, and a tariff in¬ 
crease is lil^y to result in a fall in the tariff- 
exclusive price, with the monopolist absor¬ 
bing much of the tariff. NM use cross- 
section data for 1980 to show a negative cor- 
rdation between the average tariff rate and 
the ratio of the price (unit value) charged 
for exports to India compared to the price 
chaig^ for the 'same* product when ex¬ 
ported to the rest of the world. The aim of 
this note is to question the results obtained 
by NM, whose article suffers from three 
main deficiencies. These are 

(a) An inaccurate and incomplete picture 
presented in their theoretical section. 

(b) Their incorrect interpretation and use of 
data, even after acknowledging some of the 
pitfalls in doing so. 

(c) A theoretically incomplete specification 
of the problem in their empirical analy-sis, 
thus casting great doubts on the validity of 
their result. 

Our comments will be preceded by a short 
recapitulation of the main points of NM’s 
article. 

NM begin by saying that without perfect 
competition and with ‘chaotic’ pricing prac¬ 
tices, a monopolist will raise prices when 
tariffs are reduced. On the other hand, 
higher tariffs “might exert pressure upon the 
discriminating seller to adjust his price and 
absorb the tariff hike” (p 942). They then 
find for I SI items at four-digit level SITC 
that as the ratio of prices charged to India 
by exporters compared to those charged to 
the rest of the world increases, the actual 
tariff rate applied to them decreases; the 
average tariff rate was 118 per cent when the 
ratio of home price to the rest of the world 
price was below 1,96 per cent toi'prict ratio 
equal to 1, and per cent for price ratio 
more than 1. They have 'also regressed 
relative prices of 83 products (which can be 
imported under open general licence) on 
tariff rates and find a negative association 
between these two; a similar result was ob¬ 
tained for two specific industries, viz, metal 
and metal products and non-electric 
machinery. Their list of four main conclu¬ 
sions includes: / 

(1) Foreign produ^s would appropriate 
some, if not all, of the benefits of tariff 
reductions. “Instead, a rise in tariff might 
be rightly placed; it would exert pressure 
upon the foreign producer to absorb the 
tariff hike” (p 943). 

(2) An individuid country can have tariff in¬ 
creases which need not be fully reflected in 
home price levels. 

(a) The theoretical discussion of NM is 


basically along the lines of the argument for 
an optimum tariff. However, their discussion 
is incomplete and inaccurate for several 
reasons. 

They miss out three crucial aspects in the 
analysis of optimum tariffs. One, when 
other protective measures result in the 
domestic price exceeding world price by 
much more than the tariff rate, then a rise 
in tariff need not have any effect on world 
price. Second, though a tariff hike could 
result in an improvement in the terms of 
trade, this need not necessarily raise welfare. 
The prevailing tariff rate may be higher than 
the optimum tariff, and hence its increase 
may actually decrease welfare. Third, a coun¬ 
try could be worse off due to the dynamic 
effects of a rise in domestic price when 
tariffs are increased. These include the in¬ 
imical effects on incentivs for technological 
progress and efficiency, and the impact on 
export projects through a diversion of invest¬ 
ment resources and higher costs, cost.^ 

Moreover, NM claim that the foreign 
seller could even absorb the full effect of a 
tariff hike. In their theoretical section, NM 
first give an illustrative example of a 
monopolist exporter, and then discuss the 
situation of oligopoly. Full absorption of a 
tariff is impossible with a profit maximis¬ 


ing monopolist. Their assertion could be 
correct if they assume a different objective 
function for the monopolist. Nonethriess, 
this would require very special conditions 
which are unlikely to be an accurate 
representation of reality (and which they do 
not specify). Similarly, total absorption of 
a tariff under oligopoly woqld require lack 
of any collusion amongst the sellers (ex¬ 
porters). Finally, any discussion of these 
issues should tal« into account the extent of 
the inciea.se in the tariff rate and the prevail¬ 
ing tariff rates. The theoretical possibilities 
of collusion and absorption would depend 
on these estimates. 

(b) NM have conducted their empirical 
analysis as if the aggregate four-digit SITC 
category represents a .single commodity. In 
the SITC (Revision 2) nomenclature there are 
approximately 786 four-digit SITC product 
groups; at the greatest level of disaggrega¬ 
tion in the SITC there are 1,924 product 
groups;' in current national tariff 
nomenclatures, from 4,000 to 10,000 
separate tariff lines are identified; finally, 
when the new Harmonised System nomen¬ 
clature is introduced some countries- might 
well have up to 22,000 distinct tariff lines. 
Against-this background, with Inda’s par¬ 
ticular imports within each four-digit 
category being determined by its specific 
features such as the level of income, com¬ 
parative advantage, import barriers and in¬ 
centives, it is very difficult to accept the 
assumption that a particular four-digit 
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group of imports into India contains essen¬ 
tially the same products, and in the same 
proportion, as those which are included in 
that same four-digit product group for 
another country or for the rest of the world. 
But if the product composition is not essen¬ 
tially the same, the price comparisons are 
meaningless. 

NM acknowledge the pitfalls of assum¬ 
ing homogeneous commodities within in¬ 
dividual Tour-digit SITC categories.'* Thus 
in their study they say that **^]lthough a 
number of steps h^ been taken to minimise 
this difficulty, the bias might still remain” 
(p 942). It is not clear from the article what 
steps have been taken to minimise this dif¬ 
ficulty. They still use unit values for a four¬ 
digit SITC category as if it contains homo¬ 
geneous prodcuts. Moreover, while they are 
unclear about the bias in their measurement, 
they still claim the validity of their results. 
This seems unjustified.’ 

(c) Another point to note is that while the 
initial theoretical argument of NM is that 
a tariff reduction by any country, e g, India, 
will lead to an increase in the level of the 
price charged by a monopolist exporter, their 
empirical result is in terms of prices relative 
to the rest of the world. The absolute price 
and the relative price need not change in the 
same direction if the exporting firms can¬ 
not simultaneously operate in both 
markets.* The fact that NM arc comparing 
relative prices with tariff rates shows their 
implicit assumption of simultaneous opera¬ 
tions in these markets. But even if this 
assumption is correct, there are other con- 

.'ptual problems with NM’s interpretation 


of th^ results. For example, the prices in 
two difrerent markets for any product will 
be determined by, amongst others, the 
respective demand curves and the tmiff rates 
in both these markets. A variation in any of 
these would alter the relative price even when 
the uriff rate in the home market is un¬ 
changed. Thus, there may not be much basis 
for any claim of a relationship between 
relative price and tariff rate at home without 
considering these other features. The inter¬ 
pretation of their results become even more 
difficult in a cross-section analysis because 
this covers different products with varying 
demand and cost curves. 

In addition, as suggested by NM them¬ 
selves, another necessary condition for the 
validity of their result is that “foregin 
governments do not respond in kind”, 
(p 942). Since it is difricult to exclude this 
possibility, and because of the other short¬ 
comings of NM’s analysis mentioned above, 
it would be incorrect to take their results 
seriously. It is extremely important that a 
more careful and detailed analysis of the ef¬ 
fects of broader measures be used as a basis 
for suggesting trade policies, rather than the 
rudimentary and simplistic investigation 
carried out by NM. 

Notes 

(I am grateful to R Balckhurst for comments. 
However, the viwes expressed here are my own 
and should not be attributed to any other per¬ 
son or any organisation.] 

1 Nambiar, R G and R Mehta, 1987, ’effects 
of Tariffs on Foreign Prices: The Case of 
Indial Economic and Poiilical Weekly, 


Vol xxn. No 24, lune 13. 

2 See, e g, Bdl, M, 19M, ‘'‘Learniiig’ and the 
Accumulation of Industrial Ikchnological 
Capacity in Developing Countries", in M 
Fransman and K King (eds), “Ibchnological 
Capability in the Thiid World" (London and 
Basingstoke; Macmillan): Clements, K W 
and L A Sjaastad, 1984, “How Protection 
Ikxes Exporters”, Thames Essay No 39, 
Dade Policy Research Centre: L^on. 

3 FOr exampl^ SITC (Rev 2) category 288.2 in¬ 
cludes waste and scrap of copper, nickel, 
aluminium, lead, zinc and tin, and ostegory 
6S1.4 includes various types of synthetic yam 
(not put up for retail sde) of Afferent tex, 
which could be continuous or discontinuous, 
bleached or unbleached. 

4 Sapir, A, 1987, “Effect of Ibriffs on Foreign 
Prices”, Economic and Political Weekly, 
Vol XXil, No 38, September 19, has also 
criticised NM for this. His comment is 
oriented mote towards emphasising an ap¬ 
propriate policy mix and the empirical 
lessons from the literature on liberalisation 
and protection. 

5 If we make the assumption of homogeneous 
commodities within four-digit SITC 
categories, and also assume that exporters 
use mark-up prieing, then the estimates of 
relative prices mentioned by NM suggest 
negative mark-up in one market, provided 
reasonable mark-up rates are assumed for the 
other market. 

6 This can also be shown if we include the 
possibility of X-inefficiency and satisfying 
managers/entrepreneurs. We will not con¬ 
sider these features here because of the lack 
of information on their actual effect in dif¬ 
ferent sectors, and hence the difficulty of 
making a general argument. 
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AgricuKure—to grow your food 

Voltas vworks In villages and provides many Voltas is what it has to be. An extensively 
agricultural inputs to help grow food. Vota diversified business to satisfy the essential needs 
pumpsets, irrigation systems and sprinklers as of society ii believes excellence in performance 
well as expert advice to use them. is an achievable virtue 

Agriculture is a major example of the multi¬ 
dimensional activities of Voltas. 
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